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Company
Tempo Beverages Ltd.
Industry
Consumer products
Products and Services
Soft and alcoholic beverages

Implementation

Web Site
http://english.tempo.co.il/htmls/home.aspx

Solution

SAP® Solutions
SAP® ERP application, SAP Advanced Planning &
Optimization component of the SAP Supply Chain
Management application

Benefits

Partner
Creative Management

Providing just the right supply stream of cool drinks in a hot country is a continuing
challenge for a beverage company’s demand planners. Tempo Beverages Ltd. of
Israel improved the accuracy of its demand planning and forecasting processes
by over 20% with the implementation of the SAP® Advanced Planning & Optimization
component of the SAP Supply Chain Management application.
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Israel’s oldest beverage company and one
of its most successful
Since 1954 Tempo Beverages has been helping
Israelis beat the heat with a wide range of cold drinks,
thus earning the distinction of being the country’s
oldest supplier of liquid refreshment. Licensed by
Pepsico, Tempo manufactures, imports, markets,
and distributes beverages throughout Israel, focusing on two product lines: soft beverages, including
sparkling drinks, juices, bottled water, energy drinks,
and malt beer; and alcoholic beverages, consisting of beer, wine, spirits, and ready-made cocktails.
Tempo is currently the country’s largest distributor
of alcoholic beverages and its third-largest distributor of soft drinks. Since 2005 Dutch beer producer
Heineken has held 40% of Tempo.

10,000
Customers

With approximately 950 employees, Tempo serves
more than 10,000 customers throughout Israel.
Revenue for 2010 was US$271 million.
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Originally a family-owned company, Tempo has
grown over the past 10 years, gone public, and partnered with Dutch brewer Heineken. During that
time, it overcame the typical challenges that growing
companies face by improving business processes
and replacing homegrown IT with more sophisticated
integrated software. In 2007 the company migrated
to the SAP ERP application, with resultant improvements in business processes, discipline, and visibility. Demand planning and forecasting functionality,
however, was not included in that implementation.

Adler of Creative Management, Tempo’s implementation partner. “If the ultimate customers are thirsty
and your product is not on the shelf, they will drink
someone else’s.” So Tempo needed a good demand
plan. For any make-to-stock company, solid logistics
for building stocks to support the sales and distribution processes are crucial.
“Our marketing executives were doing the forecasts
for their products,” says Meirav Koldorff, planning
department manager at Tempo. “But they were
doing them on Excel spreadsheets or on some homegrown software. Consequently, we had lower accuracy of forecasts and, due to that, higher levels of
stock. That’s why we went looking for better software
for planning.”

Tempo realized it needed to better forecast the
desires of its market and then manufacture and
stock product in anticipation of that demand. “Tempo
sells what is essentially a commodity,” says Mario

“We wanted to lower our levels of inventory and make our
production planning more efficient. We also wanted better
communication between the planning department and
marketing department.”
Meirav Koldorff, Planning Department Manager, Tempo Beverages Ltd.
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Extending and leveraging data from
SAP ERP
Tempo completed implementation of SAP ERP in
2007. But until 2008 demand planning continued to
be handled on a homegrown, relatively unsophisticated system. At that time, Tempo went out into the
marketplace to find demand planning software that
would meet its needs. The company narrowed the
field to three choices: functionality already included
in SAP ERP, the system being used by its partner
Heineken, or SAP Advanced Planning & Optimization
(SAP APO), part of SAP Supply Chain Management.

“We chose SAP APO for several reasons,” says
Koldorff. “We wanted the integration it provided with
our SAP ERP application. SAP APO would also allow
us to avoid supporting multiple systems. Through
Creative Management, we already had the support
we’d need.”

“SAP ERP was a blessing for me. Everything is organized, and you can
see all of the processes all the time. In my department we are also
responsible for all supply planning, including planning materials and
production planning, and we can plan much better because of our
ERP system. I love it.”
Meirav Koldorff, Planning Department Manager, Tempo Beverages Ltd.
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Tempo’s implementation of SAP APO proceeded
in three phases. First, Tempo enlisted input from
the marketing executive who does the forecasting
to determine what information he wanted to enter
into the program and what information he wanted
to get out of it. Then, the company created a structured organization process, a description of the flow
of information between the users, including marketing, demand, and IT. “We all understood that without the organization’s involvement in the process,
we could not implement the more sophisticated
system,” says Koldorff.

6

Months
to go live

expertise required for the statistical component
of forecasting.
Finally, together with implementation partner Creative Management, Tempo built the user screens
and then ran a pilot for two months. The resulting
feedback was incorporated into the application,
and six months after the inception of the project,
in June 2009 Tempo went live with SAP APO.

The last stage entailed setting up the metrics for
analysis – for example, a measure of accuracy of a
sales forecast against the previous year. Prior to initiating the implementation process, Tempo connected
with a statistical services company to provide the
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An improved process for demand planning
and forecasting
Tempo now has a structured approach to demand
planning and forecasting that was previously absent
from the organization. On top of gaining the ability
to plan and forecast more accurately, the company
overall is now better organized, better managed, and
better supported by IT. Its organizational processes
are markedly more effective as a result of the initiatives to improve communication that accompanied
the implementation of SAP APO.

“The fact that we have a business process has itself
improved transparency,” explains Koldorff. “Now people can see the input from every department and
determine the accuracy of their forecast, what the
trend in the market is, and how well they predicted
the current demand.”

In addition, the development of the new demand
planning processes has added to the quality of
Tempo’s management processes in general, supporting and improving decision making. Visibility
has increased across the company.
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Better forecasting lowers costs,
raises profits
Demand planning means taking the current business environment into account and combining
it with past history to create a market plan. Forecasting is a more statistical endeavor. Tempo now combines them to build a demand plan out to 16 weeks
for soft drinks, refreshed every week. On the alcohol side, Tempo requires its forecast to be refreshed
only monthly. But in both cases, the benefits of
SAP APO have been substantial and highly visible.

what you are making and putting into stock, so you
are able to set up stock for the predicted demand.
You don’t have back orders that you cannot deliver
on the one hand, nor do you have excess stock for
products that are not required and would cost you
money to retain – or worse, actually throw away.”
It appears that for a make-to-stock company, the benefits of SAP APO are just too tempting to resist. Not
unlike a cold beverage on a hot Mediterranean day.

“Thanks to the successful implementation of SAP
APO, we have achieved a higher accuracy of forecast,”
says Koldorff. “Before the implementation, we had
an average of 65% accuracy, and today that number
is 80% to 85%. And due to that, we have reduced
inventory levels by 10% across the organization.”

10%

Reduction
in inventory
levels

CMP12583 (12/02)

“This is exactly what demand planning is all about
in a make-to-stock company,” says Adler. “You know

8
Copyright/Trademark | Privacy | Impressum

