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Heinz Gets to One Number Forecasting

Food Giant Makes Major Supply Chain and Financial Improvements as it Professionalizes the

Forecasting Discipline

SCDigest Editorial Staff

While many companies have used Sales & Opera-
tions Planning and related strategies to develop a
consensus or “one number” forecast, many others
are still trying to reach this goal.

Food giant Heinz is one company that has moved
well down the path of forecasting excellence, accord-
ing to Sara Park, Sr. Manager of Forecasting and
Demand Planning at Heinz.

Writing in the most recent issue of The Journal of
Business Forecasting, Park says that in the early
2000s, forecasting was formally the responsibility of
brand management, but in practice many functional
groups (finance, manufacturing) each maintained
their own separate forecasts.

As a result, Park says, ‘Everyone, especially Brand
Management and Sales, ended up spending too
much time debating “true demand.” Different groups
were developing different forecasts based on use of
different assumptions.

However, the company was moving to professional-
ize its forecasting process and team. A group was
developed, first under marketing, to improve the
process. A key first principle: fact-based manage-
ment.

“"We insisted that forecasting volumes based on solid
facts and data with a 100% dedication to accuracy,”
Park said.

Until 2004, that small forecasting team was using
basic tools: spreadsheets, AC Nielsen data, and ship-
ment data from internal systems. Heinz then imple-
mented a new demand planning system, at which
time the forecast team moved under the VP of Sup-
ply Chain.
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In the end, Heinz wound up with a
brand-channel-fiscal month/quarter/
year rolling forecast, providing signifi-
cant insight to marketing, sales, fi-
nance and the supply chain.

From Top Down to Bottom Up

Perhaps the key process change in the Heinz jour-
ney was the switch to a “bottom up” forecasting
approach. Previously, the forecasts started with a
top down approach based on brand targets. It also
relied heavily on static allocation of forecast vol-
umes within business segments. Item level fore-
casting was “something of an afterthought.” For
example, in the pasta sauce category, the critical
SKU level forecasts were divided among different
flavors based on historical percentages - which
overlooked multiple factors and different growth
trajectories among the different SKUs.

Park says Heinz made two critical changes:

= Forecasting consumption first, then shipments

= Forecasting at more granular level, so that
each SKU was handled properly for growth,
promotions, etc.

Heinz also began to do a better job of forecasting
by channel. This was critical because some chan-
nels, such as warehouse clubs, were growing
faster than traditional channels, and had opportu-
nities for additional growth.
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In the end, Heinz wound up with a brand-
channel-fiscal month/quarter/year rolling fore-
cast, providing significant insight to marketing,
sales, finance and the supply chain.

The single forecast put the entire company on
the same page. Planning and budgeting became
more efficient and less contentious, as the same
“volume call” drove every department’s own
plans. When spending increased or decreased
(for example, in the promotions area),
“appropriate volume was either added or sub-
tracted from the forecast.” When large customer
events were added or moved, volume was cor-
respondingly shifted.

The effort also had big supply chain benefits.
Planners and managers were able to see poten-
tial supply issues or volume spikes much earlier,
and work with vendors proactively to resolve
them.

Accuracy Takes Center Stage

An important change came with Heinz's CEO
stated that forecast accuracy was now of para-
mount importance. In the past, “under promis-
ing and over delivering” was often considered a
commendable approach.

This type of CEO endorsement often also makes
it clear “hiding” bad news is also not acceptable.

The one number change is not without chal-
lenges, of course. It puts a lot of pressure on
the demand planning function to acquire and
process data from many sources, and to hold
the whole process together for the entire com-
pany. Forecasts are as always subject to error,
and often major, long-term strategic decisions
and investments are made on those forecast
numbers. Ironically, demand planners have to
sometimes really struggle to meet the needs of
the supply and demand sides of the house - is-
sues never really created in a world of multiple
forecasts.

Still, Park notes, “One-Number forecasting has
to be a principle that we want to live by.”
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