
Commentary: A Roadmap to Implementing CPFR 

Jeff Van Deursen and John Mello’s excellent overview of CPFR carries a key 

message: supply chain partners who are able to align goals, collaborate on 

forecasting, and can jointly execute the replenishment function are able to realize 

more revenues with better asset utilization. However, CPFR implementation is 

rife with challenges – necessitating a disciplined approach or a “road map” which 

greatly enhances the chance of success. Based on my experience working with 

firms in multiple industries, I would like to expand Deursen and Mello’s article on 

some of the challenges that firms need to overcome to make CPFR a success. 

At the outset, CPFR is most useful (rather ironically) for products that have 

smaller forecast errors – typically fast moving consumer goods (FMCG --grocery 

chains, discount stores, drug stories, and the like). While demand may be stable, 

the lack of coordination between supply chain partners results in out of stock 

situations or excess inventory (the often-cited “bullwhip” effect) resulting in poor 

asset utilization. CPFR is not a “silver bullet” to improve forecasts but a set of 

structured processes that improve communication and coordination between 

supply chain partners to best match supply and demand for such products.  

The typical situation is for two partners, say a manufacturer and retailer, to 

develop a joint business plan, which includes a “promotion calendar.” The retailer 

and manufacturer agree on a joint sales forecast. It is typical to make 

adjustments to this sales forecast due to changing assortments, store openings, 



competitive pressures, etc. These are factored into a joint “order forecast.” This 

would then drive the manufacturer’s production schedule and the retailer’s 

merchandizing efforts. CPFR’s key advantage, as Deursen and Mello note, is 

that any significant deviation from these forecasts (called “exceptions”) sets off a 

series of collaborative events that will realign the sales and order forecasts. To 

execute this on a continuous basis requires a significant amount of dedication 

and effort from the supply chain partners. The IT departments from both partners 

need to gather the appropriate data streams; these data streams need to be 

compared by an exception engine (typically a 3rd party software vendor); and 

relevant actions communicated to the appropriate entities. For this process to 

work smoothly, the trading partners not only need to have compatible systems, 

but share overall strategic considerations – a tall order! Additionally, such 

partnerships work best in dyads – each partner will have its own idiosyncratic 

forecasting and replenishment protocols -- so the cost of scaling up the model to 

work with many partners may prove prohibitive. 

Supply chain partners may also find the need to restructure their transactional 

relationship. For example, large distributors often buy in bulk quantities during 

manufacturer promotions; this inventory is then sold at increased margins to 

retailers. Under CPFR, retailer orders trigger distributor replenishments, which is 

often controlled by the manufacturer. This warrants an “everyday low price” 

transaction between the manufacturer and distributor to retain margins for both 

parties. Second, since these distributors carry significant number of SKUs from 



multiple manufacturers, it is also important that there be sufficient scale in the 

CPFR program for it to add value. Finally, the success of CPFR programs hinges 

on the integrity of data from the supply chain partners. Often, this necessitates 

significant investments in information technology and personnel to make sure 

that the data that is shared is “clean.” Since most CPFR programs are typically 

run at the distribution center level, any errors in data are compounded, reducing 

the value of such programs. 

CPFR programs also require significant organizational changes within the firm. 

The Sales function in a manufacturer, for example, typically spend their time in 

the channel helping supply chain partners (distributors and retailers) make 

decisions on merchandizing and inventory. In many cases, their compensation 

depends on quantities sold in any promotional period. CPFR would transfer the 

control of planning and replenishment from Sales to the Operations or Logistics 

function, creating discord between different units in the firm. Any CPFR 

implementation, therefore should also address how the different functions, 

especially, Sales and Logistics, in the firm are reorganized. 

In summary, CPFR holds significant potential and, in my opinion, is gathering 

momentum especially in the FMCG industry. However, there are significant inter- 

and intra- organizational issues that need to be addressed before any 

implementation can be an unqualified success. 

	


