
Mastering Demand Planning in Key Account
Management
Discuss the steps in developing a demand planning, focusing on sales velocity, inventory of products
and forecasting sales events

Audience

Heads of eCommerce, Key Account Managers, Data & Analytics Managers

Introduction

In the dynamic realm of eCommerce, demand planning is indispensable for success. It involves
forecasting customer demand, optimizing inventory levels, and aligning supply chains to meet
consumer expectations efficiently. With the rise of online shopping, mastering demand planning
has become increasingly crucial for eCommerce businesses to stay competitive. This
comprehensive guide explores the steps involved in developing a robust demand planning
strategy, with a focus on sales velocity, inventory optimization, and forecasting sales events.
Additionally, it discusses the integration of Sales and Operations Planning (S&OP) into demand
planning processes, highlighting the benefits of cross-functional collaboration and alignment.
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Understanding Demand Planning in eCommerce

Demand planning in eCommerce revolves around predicting customer demand for products
across different channels and time periods. It encompasses analyzing historical sales data,
market trends, and customer behavior to anticipate future demand accurately. Research indicates
that effective demand planning can lead to significant cost savings and revenue growth.
According to a study by Aberdeen Group, companies with best-in-class demand planning
processes achieve a 15% reduction in inventory costs and a 20% increase in forecast accuracy.

Step 1: Data Collection and Analysis

The first step in developing a demand planning strategy is gathering relevant data and analyzing it
comprehensively. This includes historical sales data, website traffic patterns, customer
demographics, and market trends. Advanced analytics tools and machine learning algorithms can
help eCommerce businesses extract valuable insights from large datasets, enabling them to
identify demand patterns, seasonality trends, and potential demand drivers.

Step 2: Sales Velocity Analysis

Sales velocity analysis involves categorizing products based on their sales performance and
velocity. This enables businesses to prioritize their inventory management efforts and allocate
resources effectively. ABC analysis, a widely used method in demand planning, classifies products
into categories based on their contribution to revenue and profitability. By focusing on
high-velocity items (A-items) and optimizing inventory levels accordingly, eCommerce businesses
can minimize stockouts, reduce carrying costs, and maximize sales opportunities.

Step 3: Inventory Optimization

Inventory optimization is essential for balancing supply and demand while minimizing carrying
costs and stockouts. Leveraging demand forecasting models and inventory management
systems, eCommerce businesses can optimize their inventory levels based on anticipated
demand, lead times, and service level targets. Just-in-time (JIT) inventory management and
dropshipping are strategies commonly employed to streamline inventory operations and improve
supply chain efficiency.

Step 4: Forecasting Sales Events

Forecasting sales events, such as promotions, holidays, and seasonal peaks, is critical for
ensuring adequate inventory levels and maximizing sales opportunities. Regression forecasting, a
statistical technique that analyzes historical sales data and external factors to predict future
demand, is commonly used for forecasting sales events in eCommerce. By incorporating variables
such as pricing changes, marketing campaigns, and external market factors into the forecasting
model, businesses can anticipate demand fluctuations and adjust their inventory and marketing
strategies accordingly.
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Step 5: Collaborative Planning and Execution

Collaborative planning and execution involve aligning cross-functional teams, including sales,
marketing, operations, and supply chain, to develop and execute demand planning strategies
effectively. By fostering collaboration and communication among stakeholders, eCommerce
businesses can ensure that demand forecasts are integrated into all aspects of the business, from
inventory management and procurement to marketing and sales promotions. Additionally,
leveraging advanced technologies such as cloud-based collaboration platforms and integrated
planning systems can streamline the planning process and enhance decision-making agility.

Integration of Sales and Operations Planning (S&OP)

Sales and Operations Planning (S&OP) is a strategic management process that aligns sales,
marketing, finance, and operations to develop a unified business plan. By integrating S&OP into
demand planning processes, eCommerce businesses can enhance cross-functional collaboration
and alignment, leading to improved forecast accuracy, inventory management, and customer
service levels. S&OP enables businesses to balance demand and supply, identify potential
bottlenecks, and make informed decisions to drive business growth.
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Case Study: Amazon's Demand Planning Excellence with S&OP
Integration

Amazon, the world's largest eCommerce retailer, is renowned for its excellence in demand
planning and supply chain management. The company utilizes advanced data analytics, machine
learning algorithms, and predictive modeling techniques to forecast customer demand accurately.
By integrating S&OP into its demand planning processes, Amazon can align sales forecasts with
operational capabilities, optimize inventory levels, and ensure seamless execution of its business
plan. Moreover, Amazon's Prime Day, an annual sales event, exemplifies the company's mastery of
forecasting sales events and managing inventory to meet customer demand effectively through
S&OP integration.

Conclusion

Demand planning is a cornerstone of success in eCommerce, enabling businesses to anticipate
customer demand, optimize inventory levels, and maximize sales opportunities. By integrating
Sales and Operations Planning (S&OP) into demand planning processes, eCommerce businesses
can enhance cross-functional collaboration and alignment, leading to improved forecast accuracy,
inventory management, and customer service levels. Through a systematic approach
encompassing data collection and analysis, sales velocity analysis, inventory optimization,
forecasting sales events, and collaborative planning and execution, eCommerce businesses can
develop robust demand planning strategies that drive growth and profitability in the fast-paced
eCommerce landscape.
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