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Consumer demand has a great influence on
decisions retailers make about price, assortment, and product availability. But what influences consumer demand? Countless factors
impact consumer behavior and purchasing
patterns – as variable as holiday seasons, the
weather, and promotional offers. These demandinfluencing factors can be identified and anticipated through analytics services provided by the
SAP field services team within the SAP® Services
organization. Analytics experts can help you configure the SAP Forecasting and Replenishment
application to help you adapt to fluctuations
in demand and make decisions to maximize
profitability.

Balance Inventory and Demand
The SAP Forecasting and Replenishment application enables
retailers to accurately understand, predict, and maintain a delicate balance between maintaining appropriate inventory levels
and meeting customer demand. The software runs algorithms
and forecasting models on near-real-time transaction data
from both SAP and non-SAP software to help you determine
optimal inventory levels. Automated replenishment and ordering processes help you increase productivity while reducing
order and delivery costs.
By engaging SAP field services, you can verify and optimize the
configuration of SAP Forecasting and Replenishment to maximize the value derived from your investment in this software.
Experts from the Center of Excellence for Forecasting and
Replenishment analyze your data and make recommendations
on how to configure the software for demand-influencing factors
(DIF) related to product and location. The parameter optimization service enables you to check and improve parameter settings in the software to better support your business objectives.
SAP analysts within the Center of Excellence for Forecasting and
Replenishment possess many years of experience working with
data from businesses across the industry. These analysts have
extensive experience with SAP Forecasting and Replenishment.
By working with these experts, you can speed your time to value
and maximize the return on your software investment.

Engage the Analytics Experts from the Center of Excellence for Forecasting and Replenishment

Optimize the Quality of Sales Forecast and Improve
Replenishment Planning
Optimize Demand-Influencing Factors
for Products

Transform Data into Insight

SAP offers a service that helps optimize demand-influencing factors for individual products. The aim of the service is to answer
important questions about each of your demand-influencing factors such as promotions and advertising campaigns, and provide
you with actionable information to optimize them. It helps you
determine if your DIF are significant for your forecast, if you have
the right number of them, and if they’re defined correctly.
The analytics team from SAP field services evaluates the characteristics of your DIF, and checks the effectiveness and stability
of the predictor model you are using. The team then produces a
comprehensive report that documents the characteristics of
your DIF and the predictor model. The report identifies opportunities for improvement, trouble spots, and active and inactive
forecast features (see table).

The described services are accomplished in three stages: analysis,
validation, and realization.
During the analysis phase, SAP analysts work with your team to:
•• Define the locations to be analyzed and the optimization scenario
•• Identify the required data basis
During the second phase, the data basis is validated. The analysts:
•• Check the main characteristics and the consistency of the data
•• Discuss the results with your team to ensure a clear understanding
of your data
During the realization phase, the analysts:
•• Detect and verify optimization potentials and develop recommendations
•• Present the results to your team

The following table is a sample overview of the main characteristics of each promotion type. Different information can be
derived from this view. For example, mail promotion (4) was
replaced by e-mail promotion (6) in June and July 2012. The
analysis can show whether the two promotion types should be
combined or not.

Sample Report of Demand-Influencing Factors
DIF
no.

DIF
name

Concerned
products
in the past

Concerned
products
in the
forecast
horizon

Number of
occurrences

First
occurrence

Last
occurrence

Typical
duration

Start day–
End day

1

Promo

5,361

261

21,491

2011-06-29

2013-07-16

7

Wed–Tu

2

Coupon

1,949

97

5,739

2011-06-28

2013-07-17

Mixed

Mixed

3

Buy One/
Get One

1,776

84

2,114

2011-06-22

2013-07-23

14

Wed–Tu

4

Mail

478

0

767

2011-06-29

2012-07-17

7

Wed–Tu

5

Flyer

542

68

767

2011-07-03

2013-07-16

3/5

Sun–Tu/Th

6

E-mail

513

53

102

2012-06-12

2013-07-16

7

Wed–Tu
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Manage the delicate balance between
inventory and customer service by
understanding and adjusting for
demand-influencing factors related
to product and location.

Define Demand-Influencing Factors for Locations
To use SAP Forecasting and Replenishment to help improve
availability during periods with high demand, retailers need
precise forecasts and to set up automated ordering processes.
Meeting these objectives requires a clear understanding of the
influences on demand based on the location. For example,
there is often confusion about which public holidays and special events to use as demand-influencing factors for individual
locations. Retail personnel at the local level are often missing
the experience to properly configure demand-influencing
factors to meet business targets.
The service to optimize demand-influencing factors for locations
helps retailers configure SAP Forecasting and Replenishment
more effectively. SAP analysts consider demand-influencing factors for all articles in one location – evaluating characteristics for
DIF such as public holidays, religious holidays, school vacations,
and major sports events. They compare specific location DIF
with the accumulated sales time series for each location and
determine appropriate definitions.
The analysts deliver a comprehensive report encompassing
all recommendations for adjustments to the settings for the
upcoming years at each location. The report also includes
comparison graphs of accumulated time series and the
specific location DIF.
Check and Improve Parameter Settings
The standard parameters in SAP Forecasting and Replenishment are based on a set of values that address basic use cases
and help you get off to a good start with the software. After
gathering some experience, you may wish to modify the settings to follow specific business requirements for some or all
of your categories.
The parameter optimization service for SAP Forecasting and
Replenishment helps you make an informed decision about
these settings. SAP analysts provide you with several key performance indicators (KPIs) based on a what-if analysis of many
modified parameter settings. You can simply choose the set of
parameters where the KPIs best fit your corporate strategy.

The analysts perform several simulations based on your
current and historical forecasting and replenishment data. A
simulation covers a period of six to 12 months in the past and
simulates SAP Forecasting and Replenishment runs for every
ordering day during that period. From the simulated order and
stock figures, the following KPIs are calculated:
•• Average stock
•• Average stock value
•• Average out-of-stock rate
•• Lost sales
•• Lost profit
•• Number of order positions
Identify the Parameters to Optimize
The following specifies examples of the parameter and master
data variations that you can optimize through this service:
•• Service level
–– Higher or lower service level to meet stock targets
–– Lower service level for fresh items
•• Item minimum stock
–– Different settings for dynamic and static presentation
stock
•• Item minimum target range of coverage (input data)
•• Pack size (input data)
•• Vendor minimum restriction
–– Impact of modified or disabled restriction on stock level
and availability
•• Variation of procurement cycle, for example, delivery every
day versus delivery once a week
•• Activation of unused features
–– Evaluation of the impact of activating unused features
–– Determination of the benefits of updating to a newer
version with new features
With the parameter optimization service, you benefit from an
expert review of your current parameter setting for individual
categories. The service provides you with an overview of the
effects of different parameter settings that can be used as a
well-founded decision basis for the modifications. Analysts prepare a report of data issues found during the analysis to help
you improve the integrity of your data. Plus, the service happens behind the scenes so there’s no adverse impact on your
ongoing business.
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Experience Quantifiable Business Value
You can rely on these analytics services to check and optimize
the configuration of SAP Forecasting and Replenishment. You
gain insight and recommendations to enhance your opportunities to create value and increase revenue by improving the
quality of your sales forecast and orders.
SAP analysts within the Center of Excellence for Forecasting
and Replenishment have extensive experience with the software and in-depth knowledge of data analysis. By working with
this team of experts, you can make better use of your software
and maximize the positive impact on your business.

Thanks to a clearly defined scope, you have a thorough understanding up front of the expected deliverables. The services are
scalable to your organizational structure, and you can quickly
benefit from this investment.
Find Out More
To learn more about analytics services to support retail operations, or for an individual offer, call the Center of Excellence for
Forecasting and Replenishment, contact your local SAP representative, or visit www54.sap.com/industries/retail/solutions
/sub-ind/software/forecast-replenishment/index.html.

