The Five Biggest Supply
Chain Headaches for
Small and Mid-sized
Businesses—And Why

Spreadsheets Won't
Relieve Them
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People love
spreadsheets. But
for supply chain
planning pains,
they're definitely
NOT what the

doctor ordered.
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Headache #1: The Need to Improve Forecast
Accuracy

Unless your supply chain and product line are very simple, spreadsheets
simply can't produce an accurate forecast—for two big reasons:

e Spreadsheets aren't designed for collaboration. When spreadsheets
are being emailed among departments, it's hard to ascertain which is
the most current version. And it's usually impossible to know exactly who
changed which values, when.

e Spreadsheets are prone to error, and the larger the data set—and the
number of people providing input—the greater the risk of errors becomes.

// A Better Approach to Forecast Accuracy

Dedicated supply chain planning systems are built for collaboration, and
designed to provide everyone in the organization with a “single version of
the truth.” Planners spend more time strategically improving inputs and
much less on last-minute changes and fire fighting.

Because there is less manual effort required and no need to email multiple
spreadsheets between people, it's much easier to have timely information
available. Cloud-based supply chain systems make it easy and secure to
collect input from suppliers and channel partners. And systems that utilize
artificial intelligence (Al) and machine learning (ML) technologies “learn”
from past experience to produce more accurate forecasts over time.
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Headache #2: The Need to Improve Service
Levels (Product Availability)

One challenge in meeting high service level targets using spreadsheets

is simply their nature: they are designed to do calculations, to give one
result based on a set of values and mathematical operations. They aren't
designed for modeling or what-if scenarios, or managing uncertainty and
probabilities. Planning is reduced to a "single number” forecast, which
rarely matches reality.

They also can't automatically adjust forecasts for fast versus slow-moving
items or rapidly adapt to changing demand. The result is often shortages
of the best-selling items combined with excess inventory of the slow
movers. You get the worst of both worlds: high carrying costs and missed
sales opportunities.

// A Better Approach to Meeting Service Levels

Cloud-based supply chain software specifically built around the concept
of "service-level planning” is designed to accommodate the fact you may
not want or need to target the same service level for every product in
every location.

Look for systems that employ advanced algorithms and/or machine
learning and probabilistic forecasting techniques. Instead of a single-
number forecast, probabilistic forecasting identifies the probabilities
of a range of possible outcomes, one of which is the most likely.

In addition, uncertainty modeling provides the ability to better handle
slow-moving inventory and intermittent demand patterns which are
becoming more common due to product line extensions, part proliferation
and rapid replenishment cycles.
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Headache #3: The Need to Reduce the Costs
of Excess and Obsolete Inventory

When supply chain pains include low forecast accuracy and high service
level targets, too often the remedy applied is to simply order more safety
stock. At a minimum, this leaves companies with too much cash tied up
in inventory. Worse, it increases the risk that stock will become obsolete,
go out of style or spail.

One significant shortcoming of planning in spreadsheets is timeliness.
When planners have to rely on multiple people updating and passing
around multiple spreadsheets, they simply can't react quickly to changing
conditions, and risk making decisions based on "yesterday’s news.”

// A Better Approach to Reducing Overall Inventory Levels

With cloud-based supply chain systems, you simply provide historical
demand data and the ML-powered forecasting engine analyzes sales
trends by item and location, applies the best-fit forecasting method,
and delivers the most accurate forecast. It takes into account target
service levels as well as constraints such as lead time, minimum order
quantity, and order intervals. The result is improved service levels with
lower overall stock levels.

*

You can also get ahead of lots that are at risk and avoid overplanning
stock by understanding the inventory you have and when it will expire.

A more accurate forecast results in producing the right amount of goods
to avoid sell-off or spoilage. Next-gen inventory optimization defines an
inventory mix that takes into account shelf life to maximize freshness and
minimize risk of obsolescence—while meeting service levels.
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Headache #4: The Need to Automate Demand
and Inventory Planning

While certain functions within spreadsheets can be “automated” with
code, most updating and collaboration efforts are manual. Planners
are forced to spend excessive time on data entry and dealing with
the effects of the inevitable errors through expediting and fire fighting.

The result is that planners are overworked and stressed out while
simultaneously being unproductive. And trying to grow the company
through higher sales volume or an expanded product line only
compounds these problems.

// A Better Approach to Supply Chain Planning Automation

Dedicated supply chain software is designed to automate planning
processes, ensuring your planners can bbe more productive at the
strategy level instead of spending time doing "grunt work” and putting
out fires.

Machine learning-augmented forecasting allows supply chain models
to "learn” from existing data and accurately identify future demand
trends. It leverages the knowledge, experience, and skills of planners
and other experts in a highly efficient way, working like an intelligent
assistant that helps them do their normal jolbbs much more effectively.
Planners are less stressed out, and able to focus on strategy and
process improvements while the software does the math.
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Headache #5: The Need for Seamless Integration
with ERP and Other Systems

"The reliance on (spreadsheets) for supply chain planning can be problematic from a risk

E ..
perspective. Often, warehouse managers will rely on multiple spreadsheets to manage
disparate parts of their facility. Buyers and logistics managers may use the tool to

evaluate suppliers and forecast rates.”’ The problem is that spreadsheet management is
manual and error-prone.
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Not only does reliance on spreadsheets mean juggling multiple files and dealing with
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information silos, it also raises issues of data reliability and security—particularly when

external suppliers or channel partners need to be involved. Per Nucleus Research, “a

myriad of circulating spreadsheets that contain critical business information is difficult to

maintain in addition to posing a significant risk to organizational integrity."?
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// A Better Approach to Supply Chain Integration .

Look for digital supply chain planning software that uses a single, unified model for

forecasting and inventory optimization. These systems eliminate information silos and
create an end-to-end process that minimizes expediting, scales easily, and provides
deep insight into demand signals, inventory behaviors and supply chain volatility.

This type of solution integrates with ERP, MES, WMS, and other systems so that everyone
in the organization is working with the same data. This integration provides several
benefits:

e Data accuracy, integrity and security are all improved.

* Manual processes are eliminated, which both reduces errors and increases
productivity.

 Information is always current, enabling the business to respond quickly to demand
changes or new opportunities.

* Revenue growth is supported, not constrained.
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¢ Operations run more smoothly and efficiently, since the forecast is more stable.



Supply Chain Forecast | Inventory

Heal Your Biggest Supply Chain Headaches.

Mid-sized enterprises are concerned with forecast accuracy,
automation and integration. Spreadsheets don't address
any of those needs effectively. They aren’t designed for
collaboration, and there's too much error-prone manual
effort.

Supply Chain Forecast | Inventory from ToolsGroup is an
easy-to-use, cloud-based solution that allows you to
quickly generate optimized plans to achieve target customer
service levels while minimizing inventory. Our customers have
achieved:

@ Inventory reduction of 10-30%
Q Service level improvement of 3-5 percentage points

@ 50-90% reduction in planner workload

To see how easily you can create your digital forecast and inventory
plan, visit the Supply Chain Forecast | Inventory website

O Supply Chain Dive
@ Nucleus Research: Beyond Excel in Supply Chain Planning, Aug 2019, Seth Lippincott
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