
DEMAND SENSING

In highly competitive industries, being the best at serving customers is a key to success. Yet 
most companies find it difficult to predict demand and get caught scrambling to react when 

actual orders don’t match the forecast. To get an edge on the competition, leaders have started 
deploying demand sensing technologies to intelligently and quickly sense changes in demand.

KEy BuSINESS ChAllENGES

Rapidly changing customer trends are 
causing the disconnect between current 
market realities and historical performance 
to be greater than ever. Product innovation, 
intense competition, and new omni-channel 
strategies make it harder to predict what 
customers will do next. At the same time, 
the extended supply chain has become more 
complex, expanding to include suppliers, 
co-packers, 3PLs and other service providers. 
These factors make cost-effectively managing 
store deliveries, inventory levels and supplier 
re-orders while keeping customers happy very 
challenging.   

In the consumer goods industry, roughly 40% 
of items are new each year, with the vast 
majority of product introductions performing 
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very poorly. While everyone likes to think their 
next new product launch will be successful, 
the reality is that innovation mostly adds to 
an already long tail. Only 5% of all new items 
generate sufficient sales in their first year 
to break out of the tail. For many planners, 
this rapid SKU proliferation has significantly 
increased their workload at a time when 
pressure headcount is on the rise. 

CurrENt ApproAChES  
DoN’t WorK

Accurately predicting demand matters 
because forecasts drive virtually every 
business decision in a manufacturing 
organization. If companies knew exactly what 
customers would order, when and where 
they need it, operations would be far more 
efficient and profitable. 

The majority of companies struggle with this 
because they still rely on traditional demand 
planning systems, which cannot leverage the 
many demand signals available today. Instead 
of using current data to really understand 
what your customers will do, the primary 
driver of forecasts are historic sales in the 
same time period. The ability to understand 
what is selling at your customers, how much 
inventory they are carrying and where they  
are moving inventory provides far more 
insight. Furthermore, conventional systems 
lack fast problem resolution, scenario 
management, and decision support 
capabilities to evaluate trade-offs between 
alternative what-if scenarios to execute on  
the best possible plan. 

As a result, weekly forecast error for many 
consumer products companies is consistently 
in the 50% range and has been like that for  
 

the past 5 years, suggesting that companies 
are stuck. Forecast error is much higher 
for new items, around 70%, which is not 
surprising since new products lack the 
minimum one-year of data required for 
traditional time-series forecasting engines to 
function. High forecast error directly translates 
into poor inventory investment decisions and 
costly customer service issues. 

SENSING – A NEW WAy  
of plANNING DEMAND 

To illustrate the difference between demand 
sensing versus demand planning, consider 
your weekly trip to the grocery store. When 
deciding how much milk to buy for your 
family, do you check historical shopping lists 
to see how much milk was bought this week 
last year; or do you open the fridge too see 
how much is there? Demand sensing uses 
current information to essentially “look into 
the fridge” and make decisions on what is 
actually happening in the supply chain. It 
employs sophisticated pattern recognition 
technology to analyze real-time demand 
signals – including retailer data – and create 
the most likely forecast of future demand. The 
accurate forecasts are automatically published 
directly to supply planning systems every day 
so that every supply decision is made with the 
best possible information. 

The combined use of real-time data, 
algorithms and automation are essential to 
overcome limitations of traditional demand 
planning and deliver a step-change in 
performance.  

• real-time data is important because it 
gives the demand sensing engine daily 
information of what is happening in the 
supply chain.
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• Algorithms are required to analyze 
the masses of current data and extract 
meaningful information to create forecasts 
that reflects current market conditions.

• Automation frees planners to focus 
on value-added activities like planning 
promotions or new product introductions.

Combined, companies can actively sense 
changes in demand and quickly respond to 
better serve customers, free cash flow from 
unproductive inventory, and improve planner 
productivity. 

E2opEN DEMAND plANNING VS. 
DEMAND SENSING Error

E2open’s Demand Sensing solution, acquired 
from Terra Technology, is both unique 
and proven. Terra Technology invented 
demand sensing in 2002 and was the first to 
systematically use current demand signals 
to accurately predict near-term demand. As 
retailers started sharing daily data, the system 
was enhanced to systematically analyze point 
of sale and other retailer signals. Today, 
long-term demand sensing allows companies 
to use pattern recognition to improve their 
statistical forecast and automate/streamline 
many planning processes. 

E2open’s most recent acquisition of 
Orchestro, strategically complements 
E2open’s Demand Sensing solution by 
facilitating the systematic use of point of sale 
data to improve supply decisions. Bundling 
pre-packaged point of sale data from major 
retailers with demand sensing creates the 
foundation for a new demand-driven supply 
chain required to win in today’s competitive 
omni-channel market. 

Some of the world’s largest manufacturers 
rely on E2open’s Demand Sensing solution 
including Procter & Gamble, Unilever, 
Mondelez  International and Kimberly-
Clark. Gartner predicts that by 2018, 25% 
of companies will have deployed demand-
sensing and short-term response planning 
technologies and the reason is clear  
(Gartner, 2016). If your company is not already 
leveraging demand sensing capabilities,  
the time is now. 

BuSINESS BENEfItS

What distinguishes manufacturing leaders 
from their peers is the ability to proactively 
sense changes in demand and quickly 
respond. Benefits of demand sensing include:

• Significantly better forecast accuracy: 
Consumer products companies typically 
realize a 30-40% reduction in weekly 
forecast error. 

• Improved service: A more accurate 
picture of what customers will order 
improves on-shelf availability and revenue 
growth. 

ˉ

ERROR

WEEKLY FORECAST VERSIO

60%

40%

20%

0%
2010 2011 2012 2013

37% LESS ERROR

DEMAND PLANNING ERROR

2014

DEMAND SENSING ERROR

N



ABout E2opEN

Founded in 2000, E2open provides the largest and most comprehensive Supply Chain Operating Network, including 
a broad suite of collaborative supply chain solutions. Leading global enterprises rely on E2open to provide greater 
end-to-end visibility, more accurate data and insights, and real-time business process orchestration across complex, 
multi-tier trading partner networks. For more information, visit e2open.com.
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• Cut millions of dollars in inventory: 
Better forecasts allow companies to create 
healthier inventory levels, freeing cash and 
improving return on capital.

• Increased productivity: Automation 
frees planners from low-value activities 
like tuning forecasts to focus their time on 
strategic areas.

• reduced operating expenses: Knowing 
how much product is needed when and 
where results in fewer transshipments, 
expedites and holding costs. Combined, 
companies can actively sense changes in 
demand and quickly respond to better 
serve customers, free cash flow from 
unproductive inventory, and improve 
planner productivity. 

• Kimberly-Clark: Demand sensing 
provides the company with better visibility 
into real-time changes in demand and 
improves forecast accuracy. Over the last 
5 years, Kimberly-Clark has achieved an 
average reduction in weekly forecast error 
of 35%. (Consumer Goods Technology, 2012)

• procter & Gamble: “We have demand 
sensing everywhere, across the globe, 
in all markets and categories where it 
makes sense. In terms of inventory savings 
resulting from better forecast accuracy, 
we are talking about hundreds of millions 
of dollars.” (Consumer Goods Technology 
Leadership Conference, 2012)

• Campbell Soup: Campbell Soup achieved 
several results from demand sensing, 
including a significant 45% reduction in 
forecast error at the weekly item location 
level as well as reduced demand latency 
and fewer customer service issues. (Gartner, 

2015) 

• AkzoNobel: The deployment of demand 
sensing has enabled AkzoNobel’s 
Decorative Paints division to reduce its 
safety stock by 50% in the EMEA region, 
save 6 days of inventory and improve 
service from 94.7% in 2013 to 97.4% in 
2015. (Supply Chain Magazine, 2016)

DEMAND SENSING SuCCESSES

http://www.e2open.com

