
Bill’s Building Blocks 
The Second Order 
 
A panel discussion at the November 2019 CSCMP NY/NJ Roundtable that was focused 
on supply chain globalization explored the impact of the Internet of Things (IoT) and Big 
Data on demand management.  This got me to thinking about the journey from Excel 
based time series forecasts to predictive analytics. 
 
When a customer orders a product, immediate fulfillment only occurs if the product is in 
stock at the push/pull boundary.  Product is pushed into the push/pull boundary with a 
demand forecast; product is pulled out of the push/pull boundary with a customer order.  
Businesses have made large investments to try and eliminate forecasting. 
 

• Traditional Build-To-Stock inventory is driven from linear, trend, and seasonality 
forecasting often performed on Excel spreadsheets.  Forecast error rates are large.  
Fulfillment of a second order for another SKU has little relationship to the first order. 

• Fast Moving Consumer Goods added the concept of daily replenishment.  
Inventory is periodically forecast, and first order shipment triggers immediate 
inventory replenishment in preparation for a second order of the same SKU. 

• Postponement at the distribution center accommodates variation in mix with a 
smaller inventory investment. The second order can be different than the first. The 
rate of the generic base product being build at the factory is based on a forecast. 

• Build-To-Order moves the push/pull boundary farther upstream.  Product is not 
completed without a customer order.  The second order can be different. Raw 
material and component inventory must still be forecast based on historical usage. 

• The Internet of Things (IoT) involves millions of wired and wireless sensors 
connected to the Internet.  Predictive Analytics is easy to understand relative to 
IoT.  Say a statistical quality control chart is applied as a filter to the output of a 
bearing sensor on an engine.  This combination will track wear on the original 
bearing and “predict” the demand for a second replacement bearing. 

• Machine Learning is applied to Big Data by sifting through massive amounts of 
information looking for small nuances, the needle in the haystack, that might signal 
repeatable demand patterns. These techniques are being perfected in the analysis 
of cancer cells and in facial recognition. 
 

The quest to eliminate forecasting sees its future in powerful computer algorithms, 
massive data sets, and an Internet full of sensors. 
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