SAP Solution Brief
SAP for Retail
SAP Forecasting and Replenishment

Meet Shopper Demand While Optimizing
Inventory Availability and Reducing Cost

Quick Facts
Summary
The SAP® Forecasting and Replenishment
application enables you to accurately
understand, predict, and manage the
delicate balance between inventory and
customer service. The software runs
algorithms and forecasting models on
near-real-time transaction data from
other SAP and non-SAP applications to
help you determine optimal inventory
assortment, availability, and levels.
Automated replenishment and ordering
processes help you increase productivity
while reducing order and delivery costs.

Business Challenges
•• Sustain profitability in an increasingly
competitive environment
•• Retain customers as demand for
assortment variety, quality, and value
increases
•• Streamline supply chain operations
with fewer transports and less waste
Key Features
•• Causal-based forecasting – Select a
forecast method that automatically
adjusts for trends, seasons, and upcoming events
•• Replenishment calculation – Fully
automate processes for both store and
distribution center replenishment
•• Multilevel replenishment – Integrate
different levels of your supply chain for
supply network optimization
•• Transparency – Gain insight into each
step of the calculation process
•• Business analytics – Support strategic business decisions by integrating
powerful SAP analytics software

•• Deployment options – Integrate with
SAP software or operate as standalone software and leverage services
from SAP Consulting to optimize the
solution
Business Benefits
•• Increase forecasting accuracy to
reduce inventory levels and improve
product availability
•• Automate replenishment processes
to increase productivity and enable
management by exception
•• Optimize logistics to reduce order and
delivery costs and frequency and
shrink inventory storage time
•• Maximize sales by matching inventory
level to customer demand
For More Information
Call your SAP representative, or visit us
online at
www.sap.com/industries/retail/index.epx.

Merchandise inventory is your greatest controllable asset. With
the right technology, you can gain tighter control of your inventory levels, assortment, and availability to meet demand while
reducing order cost and effort. The SAP® Forecasting and Replenishment application can help you achieve this control. The
software helps you realize the highest possible return on your
inventory investment while driving incremental profitability and
revenue.
Maximize the Efficiency of Your
Supply Chain
To maximize profitability, retailers need
to keep tight control of all areas of operations, including the supply chain. Any
inefficiency in the supply chain, or capital
needlessly locked up in inventory, can
have a large impact on your bottom line.
That’s where SAP Forecasting and
Replenishment can help.
The software enables you to leverage
the full capabilities of your supply chain
and identify the merchandise flow with
the lowest cost to serve. It helps you
get a holistic picture of the demand
situation, including an enterprise view
of orders, inventory, products, price, and
other factors. You can quickly respond to
market changes and compliantly execute
against an in-depth understanding of
your shoppers and what appeals to them.
Increase Forecasting Accuracy
If you’re like most retailers today, your
product assortment is varied and
diverse. You must track and process
millions of products along individual
sales patterns. And you must examine
these multiple demand-influencing
factors when determining your forecast.
SAP Forecasting and Replenishment
simplifies this process for you.

Using information at the store or SKU
level and sophisticated forecasting algorithms, the software helps you determine
the right inventory mix. It helps you select
and deliver the right products to the right
locations in the right quantity to achieve
customer loyalty and offer an exceptional
customer experience. It also enables
causal-based forecasts to help you predict the impact of future events, such as
holidays, promotions, and price velocity.
This forecast method is essential to help
you anticipate customer demand and determine a course of action for your stores.
The software can help you forecast
products in the tens of millions, greatly
reducing the amount of time spent on
routine forecasting activities. It automatically selects the appropriate forecasting
algorithms based on the selling behavior
of a product. Critical situations, such as
significant sales deviations and distortions resulting from out-of-stock conditions, are corrected automatically.
Powerful mass-maintenance trans
actions apply preconfigured profiles with
parameter values that enable quick and
easy updating and customizing. With
flexible, state-of-the-art exception
management, your staff is alerted to
intervene only for business-relevant
exceptions. These features enable quick
and simplified setup and configuration –
greatly reducing the time you spend on
forecasting activities.

Promotional Activity Forecasting
SAP Forecasting and Replenishment
calculates demand by product and sales
location. This distinction is crucial to
predict the effects of your most influential sales vehicles, such as promotions,
new-product introductions, and the
launch of merchandise for a new season.
Since there is a high degree of variety
with these types of sales vehicles, including follow-on and replacement products,
it’s exceptionally challenging to develop
reliable forecasts. This is where the
strength of SAP Forecasting and Replenishment comes through.
The application can calculate and
apply promotional uplift from previous,
similar events, reflecting the most
current buying patterns. Additionally, it
can maximize overall category revenue
by considering halo and cannibalization
effects on other products – effects which
are particularly decisive during promotional periods.
Automate Replenishment
Calculations
SAP Forecasting and Replenishment
applies the same level of precision and
automation to replenishment as it does
to forecasting, so you can automate and
optimize store and distribution center
processes. With automated replenishment calculations, your associates can
dedicate more time to serving customers
on the shop floor.
Instead of relying on personal decisions or manual ordering via handheld or
decentralized tools to replenish merchandise, you can determine the optimal
order quantity for each product in each
location. The software helps you establish sophisticated safety-level policies
that can dynamically calculate the safety
stock. This way, you can respond to

variances in the sales curve or adapt to
additional demand during promotional
periods.
You can set up the software to automatically reorder merchandise, or you
can manually intervene. Manual intervention can be done from a central location
or on-site via an intuitive, Web-based
user interface.
Distribution Center Optimization
Challenges in the distribution network
require a different level of software
support. Here, the goal is to optimize
transports, striking a balance between
fill-up quantities and the logistics costs.
SAP Forecasting and Replenishment
helps with advanced truckload optimi
zation, processing multiple supplier
restrictions at the same time. Volume,
weight, stackability, and logistics costs
are parameters that impact profitability
and efficiency of the merchandise flow.
SAP Forecasting and Replenishment
considers these restrictions in all com
binations to determine orders for trucks
that are loaded in an optimal way. At
peak times, such as holidays like Christmas, the application also allows you to
smooth out loads over several periods to
guarantee an even workload at the
warehouse.
Multilevel Replenishment
SAP Forecasting and Replenishment
demonstrates its full potential when
you integrate the different levels of your
supply chain into a multilevel replenishment scenario. An example of this is

when you roll up store forecasts or store
orders to the distribution-center level,
or exchange them with suppliers for
collaborative planning, forecasting, and
replenishment. Sustainable reduction is
then possible all along the chain – from
production, transports, orders, and
delivery frequency – to help reduce your
organization’s carbon footprint
significantly.
Maintain Transparency to
Tighten Control
In addition to the positive impact that
automation can have on ordering costs
and customer service, transparency is
also necessary to tighten control of your
inventory. In particular, during the introduction of automated replenishment,
your employees and software users must
understand what the software has calculated and on which data the results are
based. To make this information clear,
the software provides tables and graphs
to demonstrate how calculations are
derived.
The software also provides workbenches
that allow you to take an exceptiondriven approach to suggested order
quantities. This lets you review and
adjust orders prior to their release when
reality strikes in an unforeseen way.
Business Analytics
To manage retail inventory companywide, you need useful, targeted, and
timely information that is available to
all internal and external stakeholders.

SAP Forecasting and Replenishment helps you realize
the highest possible return on your inventory investment
while driving incremental profitability and revenue.

Retailers that use the SAP Merchandising for Retail and Wholesale Distribution
package gain the additional benefit of
integrated data sources for analysis.
For those retailers, SAP Forecasting and
Replenishment provides data to their
business data warehouse.
Powerful analytics provide full visibility
into your supply chain with a complete
range of intuitive, retail-specific queries
and reports. The analytics enable you to
effectively monitor investments in and
performance of all merchandise inventories across your supply chain. Standard
reports include out-of-stocks, lost sales,
overstocks and understocks, forecast
quality, and adherence to customer
service levels.
Deployment Options
SAP Forecasting and Replenishment is
available in two deployment options.
It can be integrated with SAP merchandising software or operated as a standalone software solution, which is ideal
for non-SAP back-end software or legacy
systems.
You can get up and running quickly by
leveraging our implementation services
and then fine-tune your configuration
with our additional tactical and strategic
services. Available from SAP Consulting,
these services enable you to optimize
replenishment. For example, with strategic simulation services, you can optimize
pack sizes as well as order and delivery
cycles and enable what-if analyses to
fine-tune parameter settings.
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Transform Your Business
To support a proactive, customer-centric
inventory strategy, you need to ensure
product matches, deliver better choices,
and uphold a positive store image. SAP
Forecasting and Replenishment helps
you achieve these objectives. You can
improve supply chain and inventory
processes through automated store replenishment, central distribution center
replenishment, multilevel replenishment,
and better supplier collaboration.
You can realize a quick return on investment with two deployment options –
integrated with other SAP software or
running as a stand-alone software
solution. You can select the option that
best fits your IT landscape and project
road map to realize the lowest total cost
of implementation possible.

Ultimately, SAP Forecasting and
Replenishment provides the tools you
need to transform your business to
improve replenishment, reshape your
supply chain, enhance customer experience, and run a sustainable supply chain.
Find Out More
Call your SAP representative, or visit us
online at
www.sap.com/industries/retail/index.epx.

