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Abstract: Traditionally, forecasting of demand for an existing product is carried out using historical data. A time series analysis
with regression or some other data analytic technique is used, or sometimes a causal model (such as Liserl Structural Equation
Model) is used. Social media has become a powerful platform for customers to share details and evaluation of product data.
Modern-day customers routinely use social media sites such as Yelp, Twitter, Facebook, Zagat, Glassdoor, and Tripadvisor in
addition to many smartphone applications such as WhatsApp and others to know more about a product they are about to
purchase.
The influence of social media is affecting the demand for a product is ascertained but this calls for a more rigorous
quantification of this effect and the use of AI in improving the forecast accuracy. This research work describes design and use
of a market survey that addresses the effect of social media on demand, and a few critical conclusions reached that highlight
the nature and magnitudes of the social media influences on demand. Suitable solution methodologies to address the problem
of modifying forecasting techniques to integrate the social media impact and incorporating the outputs into inventory
management are seen as necessary, relevant and useful.
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1. Introduction
"It takes 20 years to build a reputation and five minutes to ruin it. If you think about that, you'll do things differently." Warren
Buffett.
The internet is already a main part of consumers’ everyday lives and with the social media invading their lives and affecting
their choices, the role of social media is becoming more pronounced on the consumer shopping basket selections. The effect
of Electronic Word of Mouth (E-WOM) is becoming a motivator for brands to become more aware about their social media
engagements.
The social media could affect consumer preference for products and also for retailers based on service level and quality which
drives traffic accordingly. Not all outlets can carry all of the different products and meet all preferences. The effects of this fact
have many implications for the demand for a given product. Social Media Reviews might be coming from any place and are
not restricted always to a zone or a predefined geographical area. It could affect the volume of trade at certain outlets which
will result in discrepancy in calculated demand from different perspectives:
•

Increase in demand for the products for that outlet if the outlet carries the products

•

Reduce overall demand if such outlets do not carry the products.
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