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Bird’s-eye view
Predictive analytics helps 
retailers understand their 
consumers better, as well 
as improve supply chain 
efficiencies   

Walmart and Kimberly-
Clark , amongst others, 
increasingly relying on this 
analytical tool

 Retail chains and their 
vendors must collaborate

How  
prediCtive 
analytiCS  
can Help 
retailerS?

A
nalytics has carved 
a niche in the retail 
sector over the 
past few years, 
given the growing 
importance of 

analysing customer-related 
information. Initially, the focus 
was on gaining insight on 
consumer purchase patterns, but 
now considerable emphasis is 
placed on real-time analytics.

As part of that process, 
retailers are paying increased 
attention to shoppers’ activity 
in-store, as well as which items 
are being considered during this 
period.

In the next step, analytics 
would be able to “predict” what 
a consumer would buy, before 
she actually enters the store.  
And, this capability would give 
retailers a competitive advantage 
in the ‘fast paced’ shopping 

environment, at a time 
when consumers are increasingly 
relying on social media to gather 
information on products and 
categories. 

As a result, retailers must 
effectively manage demand and 
supply, as well as the ‘product’, 
if they want to meet these 
evolving consumer expectations.  
Clearly, the role of predictive 
analytics would be crucial in this 
environment as it would help 
retailers to collaborate with their 
suppliers, as well as improve 
efficiencies of their supply chain. 

A view that was also 
highlighted by Gartner, which 
pointed out that supply chain 
‘success’ depends largely on a 
retailer’s ability to gain insights 
from shopper purchase patterns, 
and appropriately design his 
consumer-related strategy. 

Analytical tools not only help retailers better 
understand their customers, but also play a 
crucial role in redefining the supply chain. 

to respond. 
Walmart employed predictive 

analytics and it found that 
towards the end of a month, 
consumers often ‘tighten their 
purse strings’, and to deal with 
this situation, it began stocking 
several products priced at 
around $1 during this period. 
The supply chain of this global 
giant also played a crucial role in 
the ‘execution’ of above strategy.

Role of SupplieRS
The global giant Kimberly-
Clark (K-C) operates within four 
global businesses - personal 
care, consumer tissue, K-C 
professional and health care, 
and like its peers, it was facing 
problems relating to managing 
trade promotions.

The problem; actual orders 
received varied drastically from 

those forecast, and the resulting 
poor inventory management 
across its network. And, to 
improve its short-term statistical 
forecast, it turned to predictive 
analytics, especially ‘demand 
sensing’.  

Demand sensing uses a 
combination of transactional 
data (orders and shipments) as 
well as promotional, point of 
sale and daily orders, amongst 
others, to develop a daily 
statistical forecast. 

This forecast is released to 
K-C’s ERP planning system every 
night, and it helps to improve 
inventory management, supply 
chain costs and customer 
service.

StoRe level plaNNiNg 
Segmentation not only helps 
retailers to better understand 

consumer purchase patterns as 
well as merchandising, and the 
same principle is also relevant 
for stores, partners and vendors. 

A retail chain also needs to 
recognise that every store in its 
network cannot be evaluated 
on identical patterns, and by 
creating appropriate segments, 
retailers can gain greater 
insight with regard to consumer 
behavior as well as their loyalty.

In addition, predictive 
analytics can be used at the store 
level to make demand planning 
more accurate, and it would help 
them to effectively deal with 
‘stockout’ and overstocking. 

Clearly, both the scenarios 
are not ‘welcome’ for retailers 
and predictive analytics at the 
store level can integrate demand 
planning with merchandising and 
allied store operations, in a bid 
to improve store efficiencies.

RetaileR aNd SupplieR 
collaboRatioN  
Retailers and suppliers should 
not just share data, but also gain 
sufficient insights and leverage it 
for competitive advantage.

Customer-centric retailing 
would require modern chains to 
work together to create a flexible 
and effective supply chain, which 
quickly responds to changing 
consumer patterns. 

tRackiNg coNSumeR 
behaviouR
Retailers often create clusters 
or segments while analysing 
customer data and it gives 
them significant operational 
advantage. For instance, 
‘clustering’ can be used to 
classify consumers; ‘high’, 
‘medium’ or ‘low’ spenders.

 Similarly, at the store 
level, segmentation can also 
be used to identify product 
purchasing trends, and it would 
play a key role in an outlet’s 
merchandising strategy, as 
well as communication with 
consumers.

For instance, Dollar stores 
built a competitive retail strategy 
versus the leader Walmart by 
offering cheaper supplies of 
products like toilet paper and 
medicine, and it forced the latter 
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