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Sales	and	operations	planning	is	an	aspect	of	supply	chain	planning	whose	goal	is	the	creation	of	a	unified,	consensus-based	business	plan.	It	draws	input	from	an	organization’s	key	functional	areas,	including	sales,	marketing,	manufacturing,	distribution,	and	finance.	Cross-functional	collaboration	results	in	plans	that	all	stakeholders	understand	and
are	committed	to	supporting.	On	the	spectrum	of	supply	chain	planning	activities,	S&OP	is	typically	a	more	advanced	discipline.	Many	smaller	organizations	or	startups	may	require	only	inventory	planning.	They	may	add	capabilities	such	as	demand	planning	and	supply	planning	as	they	grow.	Organizations	typically	seek	out	S&OP	functionality	once
they	begin	to	sell	larger	numbers	of	differentiated	products.	Why	Sales	and	Operations	Planning?	Some	planning	activities,	such	as	statistical	forecasting,	can	produce	excellent	results.	And	yet	those	results	tend	to	be	fairly	narrow	in	scope.	For	example,	a	good	statistical	forecast	will	rely	on	algorithms	and	an	item’s	history	to	produce	estimates.	But
other	data,	such	as	revenue	and	profit	projections,	as	well	as	marketing	events	are	often	not	a	formal	part	of	statistical	forecasting.	As	a	consequence,	collaboration	is	lacking	with	key	constituents	of	the	business.	In	contrast,	the	aim	of	sales	and	operations	planning	is	to	gain	a	holistic	view	of	planning	by	extending	the	forecasting	process	to	sales,
marketing,	finance,	and	operation	for	their	collective	input	and	adjustments.	More	advanced	S&OP	practices	also	incorporate	point	of	sale	(POS)	and	other	market-related	information.	Organizations	seeking	to	acquire	S&OP	capabilities	can	find	them	in	leading	supply	chain	planning	software	solutions.	Collaboration	Delivers	Big	Benefits	The	real
value	and	performance	gains	of	S&OP	come	from	collaboration.	All	parties	are	able	to	align	because	they	use	the	same	sets	of	data.	With	its	built-in	checks	and	balances,	S&OP	brings	an	end	to	excuses	and	drives	accountability.	The	results	of	such	collaboration	are	often	impressive.	Studies	show	that	compared	to	their	peers,	high-performing	S&OP-
driven	companies	on	average	experience:	15%	less	inventory	17%	stronger	perfect	order	fulfillment	35%	shorter	cash-to-cash	cycle	times	1/10th	tenth	of	the	stock-outs	How	It	Works	Sales	and	operations	planning	is	typically	led	by	senior	management	and	is	most	often	executed	monthly.	It	is	an	iterative	process	in	which	results	from	one	planning
cycle	are	compared	with	the	next	to	provide	management	with	trend	information	from	across	the	business.	Participants	evaluate	time-phased	projections	for	supply	and	demand	to	ensure	that	the	tactical	plans	in	all	business	functions	and	geographies	align	and	support	the	company’s	strategy.	With	traditional	“silo-based”	companies,	sales,
manufacturing,	and	financial	functions	often	compete	against	each	other.	Without	a	consolidated	plan,	small	problems	can	quickly	grow	into	much	larger	issues.	These	can	be	quickly	identified	and	proactively	addressed	through	S&OP	reports	and	other	measures.	S&OP	Benefits	Some	of	the	benefits	of	effective	sales	and	operations	planning	process
include:	Increased	customer	service	levels	Improved	profitability	Higher	product	revenues	Lower	inventories	and	obsolescence	Reduced	lead	times	Quicker	responsiveness	Top-down	management	control	Predictable	operating	performance	for	shareholders	In	addition,	an	S&OP	process	should	also	help	to	answer	the	following	basic	questions:	How
does	projected	demand	compare	to	projected	supply?	What	are	the	projected	resource	requirements	to	meet	both	service	and	cost	targets?	What	actions	are	required	to	ensure	the	appropriate	levels	of	resources	are	available	when	needed?	Translating	Benefits	to	Real	Business	Value	Typical	Improvement	Business	Impact	Reduce	inventory	Reduce
inventory	carrying	costs	and	improved	cash	flow	Reduce	time	to	market	for	new	products	Increase	revenue	by	staying	ahead	of	the	competition	Increase	capacity	and	throughput	Reduce	operating	costs	and	increased	productivity	Higher	product	quality	Reduce	cost	of	goods	sold	Reduce	lead	times	Reduce	expediting	costs	and	inventory	while
increasing	sales	Better	customer	service	Increase	sales	and	customer	satisfaction	Aggregate	Level	Planning	One	of	the	primary	benefits	of	S&OP	is	the	planning	structure.	Most	forecasting	processes	generate	forecasts	only	using	an	item’s	history.	In	contrast,	S&OP	typically	places	that	data	in	context,	such	as	within	a	given	market	or	customer.	It
does	so	by	providing	data	at	an	aggregate	level	across	entire	groups	of	customers	or	product	families.	With	this	big	picture	view,	planners	can	gain	important	insights	by	easily	spotting	similarities	in	sales	order	history	and	marketing	characteristics	across	aggregated	groups.	Key	Questions	Related	to	the	Demand	Plan	An	S&OP	plan	is	only	as	solid	as
the	components	that	go	into	it.	One	of	the	most	important	is	the	demand	plan,	which	contains	projected	sales	forecasts	and	other	demand-related	data.	In	order	for	the	demand	plan	to	capture	the	information	that	all	consumers	of	the	S&OP	will	need,	those	responsible	for	creating	the	demand	plan	would	do	well	to	address	several	key	questions.
These	questions	help	participants	define	what	exactly	is	being	forecast	and	how	the	demand	plan	should	be	structured.	Ideally,	the	answers	will	form	part	of	the	forecast	agreement	with	supply	planners,	who	are	the	major	customers	of	the	demand	plan.	Which	units	will	the	demand	plan	reflect?	The	demand	plan	is	typically	executed	in	units.	But
specifically	which	ones?	Cases,	weight,	length?	Because	data	will	be	used	in	aggregate,	you	will	want	to	define	a	standard	unit	of	measure	that	converts	the	selling	units	to	the	standard	found	in	the	demand	plan	(assuming	you	have	multiple	selling	units).	When	selecting	S&OP	software,	look	for	solutions	that	can	do	this	conversion	for	you
automatically.	Should	the	demand	plan	be	converted	into	currency?	E.g.	dollars,	rupees,	euros,	pound	sterling?	If	so,	what	is	your	organization’s	process	for	stating	it	in	a	revenue	forecast?	Who	will	use	that	revenue	forecast?	Some	S&OP	software	solutions	enable	you	to	automatically	build	the	revenue	forecast	using	an	average	selling	price	or
customer	selling	price	based	on	a	single	currency	basis.	What	will	you	use	to	measure	and	forecast	demand-shipments	or	orders?	This	is	a	very	important	question	and	can	generate	vastly	different	results.	Some	S&OP	solutions	use	shipments	as	the	default	measure.	The	best	ones	enable	you	to	change	the	default	to	orders,	as	needed.	A	critical	follow-
up	question	to	ask	is	whether	your	demand	plan	should	also	include	returns	and	credits.	At	what	level(s)	of	the	product	hierarchy	should	you	run	forecasts,	and	how	should	they	be	disaggregated	to	the	item	level?	General	S&OP	Steps	While	the	sales	and	operations	planning	process	can	differ	greatly	among	organizations,	there	tend	to	be	certain
major	steps	that	virtually	all	planners	follow.	The	ones	below	were	developed	by	Thomas	Wallace	and	Robert	Stahl,	co-authors	of	the	definitive	guide,	Sales	&	Operations	Planning.	Data	Gathering/Management:	Collect	information	on	past	sales,	analyze	trends,	and	report	forecasts.	Run	Pareto	analysis	to	assign	forecast	parameters	(i.e.,	item	vs.
group).	Manage	new	items	and	discontinue	old	items.	Demand	Planning:	Validate	forecasts,	understand	sources	of	demand,	account	for	variability,	and	revise	customer	service	policies;	layer	on	promotion	plans,	one	time	events,	and	new	product	and	customer	launches.	Supply	Planning:	Assess	the	ability	to	meet	demand	by	reviewing	available
capacity,	inventory,	and	scheduling	required	operations.	Set	inventory	targets	and	plan	supply	by	level	loading	and/or	demand	chase.	Plan	Reconciliation	(Pre	S&OP):	Match	supply	and	demand	plans	with	financial	considerations.	Finalize	and	Release	the	S&OP:	Finalize	the	plan	and	release	it	to	implementation.	The	Value	of	Integrated	S&OP	The	end
goal	of	S&OP	is	to	create	a	plan	that	unifies	all	demand	and	supply	planning	activities	around	a	consensus-based	plan.	As	mentioned	previously,	cross-team	collaboration	is	key	to	building	consensus.	Reaching	consensus	is	much	easier	when	S&OP	activities	are	tightly	integrated	with	other	aspects	of	supply	chain	planning,	such	as	inventory	planning,
demand	planning,	and	supply	planning.	Supply	chain	planning	software	that	provides	such	integration	can	substantially	ease	your	path	to	creating	S&OP	plans	that	improve	customer	service,	reduce	costs,	and	drive	higher	profitability.	Sales	and	operations	planning	(S&OP)	is	an	integrated	planning	process	that	aligns	demand,	supply,	and	financial
planning	and	is	managed	as	part	of	a	company’s	master	planning.	S&OP	is	designed	and	executed	to	support	executive	decision-making	related	to	approving	a	feasible	and	profitable	material	and	financial	plan.	The	sales	and	operations	plan	uses	global,	aggregate	demand1	as	a	starting	point	and	compares	that	expected	demand	to	available	supply	in
terms	of	resources—such	as	machines	and	manpower—and	material	capacity.	The	level	of	analysis	and	the	trade-offs	presented	allow	the	executive	team	to	understand	the	decision	criteria	and	come	to	a	consensus	decision	on	a	plan	the	company	should	move	forward	with.	The	sales	and	operations	plan	is	part	of	both	strategic	and	tactical	planning.
Strategically,	insights	into	how	demand	may	shift	in	particular	geographies	or	for	specific	product	lines	can	impact	decisions	such	as	increasing	(or	decreasing)	manufacturing	capacity,	the	need	to	increase	(or	decrease)	the	workforce,	or	determining	longer-term	supplier	management.	More	tactically,	the	S&OP	process	creates	a	production	plan,
approved	by	executive	management,	which	is	used	to	create	a	master	schedule	and	a	material	requirements	plan	(MRP).	Synonymous	and	sometimes	slightly	different	processes	have	been	created	over	the	years	with	different	naming	conventions.	Integrated	Business	Planning	(IBP)	and	connected	planning	are	two	examples.	In	each,	the	role	of
finance	can	be	considered	more	prominent,	however,	finance	is	always	a	participant	as	a	feasible	and	profitable	plan	need	to	be	approved	by	executive	management.	The	S&OP	process	considers	planning	horizons	of	18	to	36	months,	looking	at	weekly	plans	in	the	near	term,	monthly	plans	in	the	midterm,	and	sometimes,	annual	plans	beyond	a	year
from	the	date	of	the	plan.	Learn	more	about	Sales	and	Operations	Planning	S&OP	is	largely	a	company-wide,	collaborative	process	performed	on	a	recurring	basis	with	participants	from	finance,	operations,	marketing,	sales,	and	other	groups	as	required.	In	addition	to	the	challenge	of	coordination	and	communication	across	this	diverse	group	during
the	planning	cycle,	the	primary	challenges	of	sales	and	operations	planning	are:	1)	Establishing	accurate	and	recurring	reporting	on	key	demand	and	supply	inputs	to	support	the	decision-making	process	2)	Preparing	a	pre-work	analysis	which	recognizes	changes	in	demand	or	supply	which	will	require	management	consideration	prior	to	plan
approval	3)	Developing	a	succinct	presentation	of	the	decision	criteria	in	terms	of	decision	impact	on	key	performance	indicators,	such	as	customer	service,	supply	chain	costs,	and	revenue	4)	Planning	for	the	introduction	of	new	products,	the	end	of	life	of	existing	products,	or	the	incorporation	of	new	(or	divestiture	of	sold	products	and/or	product
lines)	as	a	result	of	a	merger	and	acquisition	(M&A)	5)	Transforming	large	data	sets	from	multiple	systems	into	actionable,	decision-support	information	for	reporting	Most	companies	run	enterprise	resource	planning	(ERP)	software	and	enhance	their	material	and	resource	planning	through	the	use	of	supply	chain	management	(SCM)	software,	which
can	be	configured	for	planning	and	managing	their	specific	supply	chain	challenges.	However,	many	planners	still	use	spreadsheets	for	S&OP	due,	in	part,	to	the	widespread	access	to	spreadsheet	software	and	its	flexibility.	Spreadsheet	technology,	however,	is	incapable	of	taking	advantage	of	modern	advanced	technology,	such	as	artificial
intelligence	(AI),	and	is	limited	in	the	amount	of	data	it	can	process.	Additional	concerns	around	spreadsheets	as	a	secure	mechanism	for	distributing	company	data	create	further	challenges	with	this	approach.	The	following	are	other	current	trends	to	watch	in	the	advancement	of	sales	and	operations	planning:	1)	How	emerging	technology,	such	as
AI	and	the	Internet	of	Things	(IoT)	are	being	incorporated	into	S&OP	2)	The	convergence	of	planning	and	execution	data	to	support	more	frequent	plan	updates	and	improve	a	company’s	ability	to	react	to	supply	chain	disruptions	and	manage	risk	3)	Supporting	systems	which	enable	flexible	and	rapid	segment	analysis	of	supply	chain	plans—for
example,	products	(or	product	families)	in	similar	lifecycle	phases,	products	with	similar	supply	sources,	products	with	shared	features	or	demand	profiles	4)	How	to	establish	processes	and	technology	to	support	multitier	collaboration	and	visibility	AI	and	machine	learning	technology	are	being	used	more	successfully	and	frequently	to	support	some
of	the	automatable	decisions	that	are	done	in	S&OP.	Examples	of	this	include	using	machine	learning	to	predict	available	capacity	to	drive	promotion	planning	or	to	quickly	discover	and	recommend	no	changes	to	highly	stable	and	mature	product	planning,	reducing	analysis	cycles.	There	are	several	developing	SCM	applications	that	can	make	use	of
IoT	technology	to	improve	the	outcomes	of	S&OP.	For	example,	IoT	could	be	used	in	predictive	maintenance,	providing	executives	with	insights	into	why	and	when	capacity	will	be	rolled	in	and	out	of	service	and	what	the	backup	plan	is	to	ensure	continuity.	Advanced	analytics	solutions,	implemented	to	work	in	concert	with	supply	chain	execution	in
logistics,	manufacturing,	and	order	management,	are	increasing	the	availability	of	information	that	provides	supply	chain	managers	with	decision	criteria	related	to	performance	to	plan.	This	in	turn,	reduces	the	decision	latency,	which	may	have	historically	relied	on	the	next	S&OP	planning	cycle	to	adjust.	There	is	no	rule	that	says	S&OP	should	be
run	monthly.	This	guidance	dates	back	at	least	20	years,	before	modern	data	analysis	and	decision-support	tools	were	available.	In	this	environment,	it	took	a	team	of	people	the	full	four	weeks	to	collect,	merge,	analyze	and	report	on	the	data	required	to	support	S&OP	decisions.	Today,	companies	can	take	advantage	of	next-generation	technologies	to
drive	smarter	predictions	and	better	decisions	across	supply	chain	processes.	Advances	in	technology	inform	us	that	S&OP	planners	should	take	a	hard	look	at	how	the	process	works	in	their	company.	Exploring	answers	to	questions	such	as	how	and	when	should	I	partner	with	IT?	Should	we	seek	outside	expertise	for	best	practices	and	process
design?	What	companies	are	leaders	in	S&OP	in	our	industry?	What	is	the	business	case	to	support	this	investment?	Talk	to	a	member	of	our	team	about	Cloud	SCM.	1For	larger	companies	with	many	products,	product	demand	will	be	aggregated	to	a	product	family	level.	Aggregation	can	also	be	done	by-product	in	a	particular	geography.	The
material	and	resources	used	in	producing	and	distributing	the	product	family	will	generally	overlap	and	can	be	planned	concurrently.	Many	definitions	exist.“The	simplest	way	to	understand	S&OP	is	to	see	it	as	a	continuous	way	to	synchronize	every	internal	function	against	what	the	company	believes	is	the	unconstrained	demand.	And	agree	about
the	most	efficient	way	to	fulfill	that	demand,	neither	too	early	nor	too	late.”In	practical	terms,	it	is	a	tactical	monthly	process	looking	at	the	medium	term	horizon,	it	is	a	recognized	structure	to	perform	a	360	degree	review	of	the	company	performance	metrics	across	key	supply	chain	drivers	and	includes	sales	&	marketing,	supply	chain	(supply
planning,	demand	planning,	manufacturing,	inventory	management,	new	product	introductions)	and	Finance	as	well	as	R&D.Sales	and	Operations	Planning	focuses	on	month	3	up	to	month	18	-	36	(depending	on	the	industry	context)	with	more	granular	attention	in	the	first	periods.	Ideally,	the	process	should	not	focus	on	what	is	happening	in	the
short	term	(next	3	months)	to	avoid	the	optimum	decision	making	being	challenged	by	the	immediate	firefighting.	It	can	be	difficult	to	stick	to	it	when	very	operational	stakeholders	are	involved	and	many	short	term	issues	are	popping	up.The	process	includes	stakeholders	of	numerous	seniorities	across	all	functions	and	usually	culminates	into	a	C-
Level	session	at	the	end	of	the	cycle.A	good	S&OP	should	be	smooth	to	implement,	not	be	seen	as	an	administrative	and	bureaucratic	activity.	A	good	S&OP	process	flow	will	enable	a	rapid	and	robust	decision	making	process	that	will	optimize	the	end	to	end	value	chain	of	the	business.At	the	end	of	the	day,	there	are	many	ways	to	measure	the
efficiency	of	an	S&OP,	but	in	the	end	it	always	boils	down	to	delivering	high	value	to	customers	while	staying	profitable.The	process	is	more	developed	in	some	industries	such	as	Manufacturing,	FMCG	(Fast	Moving	Consumer	Goods)	or	Retail	as	there	are	a	lot	of	physical	flows	involved.	Thus	the	need	to	plan	in	advance	is	fundamental.In	fact,
industries	with	lower	margins	will	have	had	a	burning	platform	to	get	S&OP	right	for	a	long	time,	while	some	other	industries	may	leverage	higher	levels	of	working	capital	to	cover	for	under	optimized	planning	and	siloed	decision	making.It	may	feel	like	new	industries	such	as	SaaS	do	not	really	need	a	S&OP	process	but	it	is	actually	as	important	for
them	as	for	the	large	incumbent	companies:	booking	the	right	human	resources	with	the	right	skills	at	the	right	time	is	a	sine	qua	none	condition	to	reduce	churn	and	facilitate	rapid	growth.​Playbook	IndexPart	1							►	Why	S&OP	and	its	origins							►	The	6	stages	of	sales	and	operations	planning							►	How	to	calculate	S&OP	benefits							►	10	best
S&OP	KPIs							►	3	useful	S&OP	QuotesPart	2	(coming	soon)							►	The	6	stages	of	sales	and	operations	planning							►	How	to	calculate	S&OP	benefits							►	10	best	S&OP	KPIs							►	3	useful	S&OP	QuotesWhy	S&OP	and	its	originsSales	&	Operations	Planning	(S&OP)	is	now	a	well-known	enterprise	management	process	with	a	wealth	of	literature
available	on	the	subject.	As	introduced,	it	aims	to	help	companies	to	serve	their	customers	while	optimizing	resources	to	deliver	the	most	bottom-line	results.This	term	has	been	coined	by	Oliver	Wight	among	other	notorious	consultancies	and	experts	such	as	Tom	Wallace	who	have	produced	and	made	their	knowledge	of	Sales	and	Operations
Planning	available	over	many	different	channels	(check	Google!).The	process	is	also	know	by	different	names	than	S&OP,	ranging	from	Integrated	Business	Planning	(IBP),	Sales	Inventory	Operation	&	Planning	(SIO&P)	or	even	more	recently	Enterprise	Business	Planning	(EBP).These	numerous	names	have	been	introduced	for	many	good	(or	not	so
good!)	reasons.The	keys	reasons	would	be:►	To	reinforce	some	aspects	of	the	S&OP	process	that	may	not	transpire	within	the	standard	acronym	for	the	specific	need	of	a	company	(e.g.	SI&OP	with	the	I	for	Inventory:	a	company	may	feel	this	is	more	appropriate	if	the	business	is	having	cash	challenges);►	To	support	the	maturity	development	of	the
S&OP,	by	naming	it	differently	once	it	has	reached	a	set	level	of	maturity	which	could	help	crystallize	the	improvements	and	become	more	tangible	for	internal	and	external	stakeholders;►	To	support	the	(re)launch	of	an	S&OP	program	within	an	organization	which	may	have	failed	previously.	Using	the	same	name	would	implicitly	suggest	negative
thoughts.	Alternatively,	a	new	name	can	lay	a	clean	foundation	with	no	preconceived	ideas;►	To	market	the	S&OP	process	in	some	new	ways	to	enable	experts	and	providers	to	charge	additional	fees	�	(E.g.	IBP	with	a	focus	on	New	Production	Introduction	and	Development	&	Financial	Overlay,	though	I	believe	the	very	first	definition	of	S&OP	from
the	'70s	would	require	paying	attention	to	these	elements	to	have	a	mature	and	effective	S&OP).​The	6	stages	of	sales	and	operations	planningThe	S&OP	is	a	process	made	of	6	steps​I	-	Product	ReviewAlbeit	the	Sales	and	Operational	Planning	business	process	is	a	continuous	cycle,	the	product	review	is	the	first	step	of	every	new	cycle	(a	cycle	is
usually	a	month	in	the	S&OP	context	for	most	enterprises).The	stakeholders	are	typically	the	demand	planners,	the	product	development	team,	marketing	as	well	as	R&D.This	review	looks	at	all	products	in	the	portfolio,	the	ones	being	sold	already	and	the	ones	in	the	pipeline.The	portfolio	management	and	new	product	introduction	management	are
strategic	processes	that	are	running	in	parallel	of	the	S&OP	and	once	a	month	(at	least!)	an	overall	alignment	is	done	during	this	product	review.The	aim	of	this	step	is	to	(non-exhaustive	list):											►	Ensure	all	stakeholders	are	familiar	with	medium	term	portfolio	changes	(new	product,	delisting,	product	upgrades	(soft	v	hard)),	prioritize	them,
allocate	resources	and	consider	impact	with	current	sales	volume;											►	Highlight	help	needed	from	the	commercial	and	the	planning	teams	such	as	forecasting	input,	cannibalization	risks	as	well	as	pricing	strategy;											►	Check	launch	dates	for	new	products	so	they	don’t	clash	with	specific	events	(e.g.	competition	promotion	events	or	store
shelves	update	cadences),	…​​II	-	Key	Account	ReviewsNow	we	are	getting	into	the	foundational	step	of	the	process.	No	one	should	underestimate	this	step.The	point	of	this	step	is	to	build	and	update	the	unconstrained	forecast	(also	called	“consensus	demand	planning”).	The	unconstrained	demand	is	the	demand	that	can	be	sold	to	the	market
assuming	a	virtually	infinite	supply	availability.This	step	is	typically	performed	for	all	major	customers	of	the	company.	We	call	it	a	step	but	in	fact	this	can	be	a	number	of	preparatory	activities	building	up	to	several	meetings	(one	per	key	account).While	usually	everyone	knows	which	customers	are	important	to	include	explicitly	in	this	step,	it	can
also	be	interesting	to	regularly	run	a	quick	pareto	and	cover	the	main	customers	covering	80%	of	the	overall	volume	(or	value/profit)	making	sure	we	get	the	right	insights	into	the	process.This	step's	stakeholders	include	the	key	account	managers	(sales	managers)	and	the	demand	planners	(and	sometimes	customer	service	leads	responsible	for	the
respective	key	accounts)The	aim	of	this	step	is	to	(non-exhaustive	list):											►	Review	past	performances	and	understand	volume	and	timing	implications	for	the	future	(this	typically	includes	cleaning	up	exceptional	event	visible	in	the	sales	actuals	to	make	sure	the	future	statistical	forecast	is	not	using	wrong	signals);											►	Capture	competitive
information	from	the	market	place	known	by	the	Sales	team;											►	Capture	risks	and	opportunities	medium	to	long	term	from	each	customers.​​III	-	Demand	ReviewThe	step	is	still	about	consolidating	the	unconstrained	demand,	but	this	time	doing	it	at	company	level	(or	regional	or	category	level	for	larger	companies)The	stakeholders	are	typically
one	level	up	from	the	previous	session,	as	it	looks	across	all	customers.	This	is	often	the	realm	of	the	Sales	Director,	Supply	Chain	Director	or	Demand	and	S&OP	Managers.The	aim	of	this	step	is	to	(non-exhaustive	list):											►	Combine	the	unconstrained	bottom	up	forecasts	from	all	account	and	check	if	it	makes	sense	at	company	and	market	level
(e.g.	in	a	mature	market,	if	a	large	company	believe	they	will	double	sales	over	the	next	6	months,	it	is	unlikely	that	the	market	can	absorb	that;	yet	it	is	possible	that	this	is	correct	for	a	specific	account);											►	Validate	the	updated	forecast	and	review	the	gap	to	the	budget	and	whether	any	specific	investments	are	required	in	order	to	bridge	the
gap	(e.g.	promotional	events,	marketing	activities,	additional	or	bring	forward	product	launches);											►	Identify	and	aggregate	all	risks	and	opportunities	in	the	market	so	that	the	next	step	(Supply	Review)	can	look	at	the	numbers	with	the	right	insights	in	mind	(e.g.	the	volume	forecast	may	be	100	but	there	is	50%	chance	that	it	is	0	and	50%	it	is
200).​​IV	-	Supply	ReviewThis	step	is	about	syncing	the	supply	plan	with	the	demand	plan.	It	is	about	getting	the	best	supply	plan	to	meet	the	unconstrained	demand	by	balancing	service	level,	working	capital	and	operating	costs.Obviously,	real	life	constraints	are	in	the	way	of	achieving	this,	so	the	step	is	about	trying	to	resolve	any	supply	hotspots
with	tactical	changes	and	provide	options	to	resolve	challenges.This	step	typically	relies	heavily	on	planning	software	solutions	to	optimize	the	supply	plans.Stakeholders	are	typically	biased	toward	operations	and	supply.	It	involves	supply	and	capacity	planners,	site	managers	and	directors.The	aim	of	this	step	is	to	(non-exhaustive	list):											►	Get
the	best	supply	plan,	one	that	is	robust	and	resilient	against	future	uncertainty	(getting	an	overly	optimized	plan	that	only	work	in	one	specific	set	of	events	is	probably	not	the	right	way	forward);											►	Resolve	supply	challenges	by	getting	additional	resources	or	escalate	to	the	pre	S&OP	meeting	what	cannot	be	sorted	with	the	currently	available
resources;											►	Provide	solutions	to	the	demand	folks	to	help	them	shaping	and	influencing	that	demand	(e.g.	you	may	not	have	product	X	but	your	customers	may	be	happy	with	an	alternative	version	Y	at	a	small	discount	which	would	be	better	off	than	incurring	extra	costs	or	add	a	bullwhip	effect	in	the	supply	chain	to	produce	product	X).​​V	-	Pre
S&OP	meeting	or	Alignment	meetingThis	step	is	generally	a	series	of	meetings	led	by	the	senior	leadership	just	below	the	c-level.It	is	a	true	cross	functional	session	that	involves	stakeholders	from	all	functions	from	R&D,	Marketing,	Sales,	Operations	teams	and	of	course	Finance	at	different	levels	of	seniority.The	whole	point	of	this	step	is	to	rapidly
reconcile	and	connect	all	the	potential	hotspots	identified	from	a	supply	perspective,	as	well	as	the	sales	upside	opportunities	in	trying	to	land	an	optimum	plan.This	can	be	achieved	either	by	allocating	additional	resources	(time,	money,	etc.),	by	further	influencing	the	demand	or	possibly	by	prioritizing	specific	customers	or	channels	over	others.If
not	done	previously,	this	step	entails	deeply	looking	at	the	bottom	line	impact	of	the	latest	plans.	Making	sure	the	gaps	in	terms	of	volume	and	sales	(if	any!)	are	translated	into	bottom	line	KPIs	such	as	profitability,	EBITDA,	etc.A	good	output	of	the	session	is	to	have	all	stakeholders	aligned	as	to	the	best	suite	of	recommendations	to	the	executive
session.	And,	whereby	a	consensus	could	not	be	reached,	everyone	is	in	agreement	as	to	what	should	be	escalated	and	the	facts	that	need	to	be	provided	to	support	the	ultimate	decision	making	in	the	executive	S&OP	meeting.​​VI	-	Executive	S&OP	meetingAlmost	there,	by	now	all	the	hard	work	has	been	done.	Now	it	is	all	about	putting	it	together.This
step	is	generally	a	meeting	led	by	the	senior	leadership,	by	a	c-level.	It	is	a	true	cross	functional	session	that	involves	all	functions	from	R&D,	Marketing,	Sales,	Operations	and	of	course	Finance.A	good	session	shows	the	best	plans	to	deliver	the	business	objective:	the	best	plan	is	the	most	optimum	one,	end-to-end.	This	may	mean	a	sub	optimal	plan
for	the	individual	functions	but	one	that	is	optimum	overall.Any	remaining	issues	that	could	not	be	resolved	in	the	previous	steps	of	the	process	are	being	addressed	here.​★	Nugget	1In	some	companies,	there	is	a	more	explicit	and	standalone	financial	review.	Sometimes	called	something	as	simple	as	the	Finance	Review;	there	are	several	reasons	why
it	can	be	implicit	(like	described	in	this	article)	or	explicit	in	a	company.From	a	best	practice	stand	point,	the	most	important	thing	is	that	the	financial	appraisal	is	done	continuously	throughout	the	cycle.	Basically	every	single	decision	should	consider	the	financial	perspective.That	is	easy	to	say	and	more	difficult	to	do	for	every	stakeholder.​★★
Nugget	2Large	companies	may	have	several	S&OP	process	cycles	in	parallel.	They	can	have	one	S&OP	cycle	per	region	and	per	product	category,	building	up	to	dozens	and	dozens	of	S&OP	cycles	running	in	parallel	globally,	each	interconnected	to	each	other.Therefore	synchronizing	them	possibly	requires	some	kind	of	arbitrage	across	regions
and/or	categories.	Smaller	companies	may	have	only	one	S&OP	process	cycle.​How	to	calculate	S&OP	benefitsFor	a	while,	I	have	been	looking	around	many	sources	and	experts	trying	to	be	smart	in	identifying	S&OP	potential	benefits.	Most	times	I	was	wrong	trying	to	be	too	precise.	Strong	with	25+	experiences	over	the	last	10	years	with	clients	and
peers,	I	have	developed	a	quick	calculator	with	simple	assumptions	to	get	started.	It	is	not	perfect,	but		it	is	in	the	right	ball	park.	This	simple	and	free	S&OP	benefits	calculator	is	focused	on	4	tangible	levers	that	are	indirectly	affected	by	S&OP	decision	making.	We	hope	it	will	help	you.It	is	obvious	that	these	are	definitely	not	the	only	levers	to
pull,	but	it	is	a	great	starting	point.	You	will	need	to	consider	the	possible	impacts	on	your	staff	as	well,	which	are	not	included	here.We	have	seen	such	huge	differences	between	companies	with	this	that	we	did	not	want	to	provide	an	overly	simplified	suggestion	that	would	be	wrong	most	times.Getting	S&OP	right	for	a	fast	growing	company	or	an
already	large	enterprise	is	like	going	back	to	the	optimum	end	to	end	decision	making	that	happens	in	smaller	structure	and	start	ups,	but	with	all	the	scaling	opportunities	that	a	bigger	company	has.	An	exciting	place	to	be	for	any	business.While	it	is	not	easy,	with	the	right	process	and	digital	enablers	the	return	on	investment	is	significant.10	best
S&OP	KPIsGreat,	you’re	hooked	by	the	“best	S&OP	Indicators”?	Sorry…	this	title	is	a	bit	of	a	white	lie,	there	are	no	perfect	KPIs,	it	depends	on	your	organization,	culture,	etc.That	being	said,	let	me	share	here	some	KPIs	that	are	worth	considering	in	any	organization.	Tweak	and	prioritize	them	based	on	your	needs.	Of	course,	this	list	is	definitely
NOT	exhaustive.Here	are	2	interesting	KPIs	for	each	of	the	different	steps	of	the	Sales	and	Operations	Planning	Process​I	-		Product	ReviewProfitability	per	SKU							►	Why?Basically	you	want	to	understand	if	you	are	making	money	(or	not)	for	the	different	products	and	categories	within	your	portfolio.	You	may	realize	that	most	of	the	new	products
you	bring	to	market	actually	don’t	make	you	any	profit	for	a	long	time	or	only	for	some	clients,	some	periods	or	go	to	market	channels.	This	may	represent	interesting	teachings	for	the	future.							►	Tips?	Display	them	using	a	pareto	type	chart	to	show	in	which	order	they	contribute	to	the	bottom	line.	You	can	also	show	them	on	a	chart	showing
profitability	v	demand	variability	or	anything	simple	you	can	put	your	hands	onto	that	will	have	a	“aha”	effect	to	your	colleagues	when	looking	at	it!	Decision	making	will	be	easier!​Market	Share							►	Why?(Taking	for	granting	that	you	know	if	you	are	a	small	player	or	a	market	leader	in	your	industry)	Looking	at	how	your	market	share	evolves	over
time	for	the	whole	market	and	per	customer	will	be	useful	to	understand	the	risks	and	opportunities	of	each	and	every	SKU	in	your	portfolio.If	you	are	already	the	market	leader	for	your	category	and	plan	to	double	sales	next	year	with	the	same	product	family,	you	may	question	whether	the	new	product	may	need	something	new	to	influence	the
demand	and	create	a	category.							►	Tips?	This	one	metric	is	rarely	something	visible	to	supply	chain	management	folks.	I	would	recommend	getting	acquainted	with	the	one	that	will	help	shape	and	improve	the	understanding	of	the	different	functions	as	to	what	is	essential	to	customers,	what	part	of	the	portfolio	may	have	more	upside	and	variability
in	the	future	v	today,	etc.​II	-	Key	Account	Reviews	Forecast	Accuracy							►	Why?	“The	grail	KPI	for	some,	just	an	annoying	one	for	the	sales	team.”	Forecast	Accuracy	is	very	important	as	it	measures	how	well	we	predict	the	future	demand,	so	we	can	prepare	ourselves	to	supply	that	demand	in	advance.Poor	forecast	accuracy	is	a	leading	indicator	in
how	much	bullwhip	effect	is	likely	to	be	found	in	the	upstream	supply	chain.The	most	important	point	is	not	to	argue	about	what	is	the	best	metric	to	use	(MAPE,	unbiased	MAPE,	MAD,	etc.)	but	rather	to	get	the	appropriate	granularity	in	terms	of	SKUs	and	period.	In	some	industries	(e.g.	fresh	foods)	you	need	to	have	a	good	forecast	accuracy	every
day	of	the	week	while,	in	other	industries	you	may	be	fine	looking	at	a	weekly	bucket.Similarly,	looking	at	SKU	level	may	not	be	as	relevant	as	looking	at	things	at	groups	of	SKUs	depending	on	your	business.Getting	the	aggregation	to	a	granularity	that	you	understand	and	can	predict	is	key.							►	Tips?	Measuring	forecast	accuracy	at	2	different
points	in	time	is	good	practice.	In	that	way	you	can	identify	whether	the	quality	of	the	forecasting	is	improving	as	you	get	closer	to	the	events	(e.g.	3	months	prior	v	1	month	prior).​Sales	Forecast	(Bias)							►	Why?	The	bias	is	a	complementary	view	of	the	forecast	accuracy,	yet	this	time	we	look	at	it	with	the	aim	of	identifying	whether	we	are	getting
the	forecast	right	over	a	period	of	time,	or	do	we	have	a	tendency	to	over	or	under	estimate	the	demand.Sales	teams	may	be	very	good	at	getting	the	overall	volume	for	a	month	right	but	not	as	good	in	knowing	how	this	demand	will	be	consumed	throughout	the	month.	Thus	the	forecast	bias	is	greatly	complementing	your	forecast	accuracy
measure.							►	Tips?	Looking	at	the	bias	at	SKU,	product	category	and	overall	level	will	aid.	Also,	creating	a	signal	indicator	that	flags	a	risk	when	a	bias	has	a	tendency	to	always	be	in	the	same	direction	is	a	good	idea.For	instance,	when	for	3	periods	in	a	row	you	are	below	100%	it	means	that	you	are	constantly	under	estimating	the	demand;	the
forecast	should	probably	be	looked	at.Don’t	forget	that	there	is	possibly	a	large	behavioral	bias	in	this	KPI.	We	all	have	a	tendency	to	try	to	under	promise	to	over	deliver	or	on	the	opposite	to	inflate	future	sales	forecasts	to	secure	the	supply.​III	-	Demand	Review(s)	Risks	&	Opps							►	Why?Forecasts	are	usually	just	numbers,	many	numbers.	There	are
many	assumptions	in	preparing	them.	There	will	always	be	some	demand	which	will	definitely	happen	and	some	part	of	the	demand	that	may	be	at	risk	of	not	materializing.On	the	other	end,	there	are	some	opportunities	in	the	forecast	that	you	won’t	integrate	into	the	forecast	yet	as	they	are	unlikely	to	happen,	but	they	may.	The	point	is,	the	supply
team	will	benefit	from	understanding	these	additional	insights	in	addition	to	just	numbers.							►	Tips?Get	a	simple	Trello	or	Spreadsheet	to	capture	this	if	you	don’t	do	it	today.	Don’t	try	to	get	it	perfect	immediately,	the	list	will	build	over	time.	What	is	important	is	the	conversation	it	triggers.​Profitability	per	account							►	Why?	2	shipments	are	not
created	equal.	It	is	important	for	the	supply	chain	folks	to	have	an	opportunity	to	understand	how	much	margin	can	be	achieved	for	the	different	accounts	in	order	to	put	sales	folks	requests	in	perspective.	Similarly,	it	is	key	for	the	sales	team	to	understand	the	operating	costs	involved	in	additional	volume,	express	shipments	or	bespoke
requests.							►	Tips?Doing	it	at	SKU	level	may	be	challenging.	A	starter	would	be	to	do	it	per	account	and	make	sure	it	includes	marketing	and	any	misc.	spend	in	addition	to	the	full	cost	to	serve.​IV	-	Supply	Review(s)Supply	adherence	to	plan							►	Why?We	want	to	check	how	well	you	predict	the	demand	before	it	happens	(=	forecast	accuracy)	well.
The	other	side	of	the	coin	is	the	adherence	to	plan.	For	instance,	if	you	have	manufacturing	sites	and	they	receive	supply	plans	days	or	weeks	in	advance,	they	should	be	measured	against	their	ability	to	fulfil	the	plan	they	are	given.							►	Tips?To	get	this	one	useful,	it	is	good	to	do	it	at	different	aggregations	(SKU;	production	units;	geographies,	etc.).
And	over	supplying	is	a	bad	as	missing	and	as	being	under.​Cost	of	Goods	Sold	(CoGS)							►	Why?Provide	visibility	regarding	the	cost	of	the	different	products	in	the	portfolio.	Also,	costs	may	evolve	rapidly,	either	due	to	external	circumstances	such	as	energy	costs	or	raw	material	cost	price	increases,	as	well	as	internally	inflicted	reasons	such	as	a
proliferation	of	product	by	creating	a	long	tail	of	product	while	the	operations	are	not	suited	for	small	batches.							►	Tips?It	can	be	quite	tricky	to	calculate,	especially	at	SKU	level	sometimes.	You	may	do	best	by	keeping	it	at	a	higher	level	to	avoid	false	precision.​V	&	VI	-	Alignment	&	Executive	S&OP	reviewsHere	two	good	metrics	to	use	are	gap	v
budget	as	well	as	EBITDA	(among	many	others!).	Typically,	these	are	already	measured	within	companies	but	they	may	not	be	visible,	S&OP	is	a	good	forum	to	make	these	visible	to	most,	especially	out	of	the	finance	and	sales	teams.3	best	S&OP	QuotesYou	can't	just	ask	customers	what	they	want	and	then	try	to	give	that	to	them.	By	the	time	you	get
it	built,	they'll	want	something	new.	Steve	JobsTo	optimize	the	whole,	we	must	sub-optimize	the	parts.	W.	Edwards	DemmingAnd	the	last	one	to	close	the	first	part	of	our	S&OP	Playbook:The	goal	of	forecasting	is	not	to	predict	the	future	but	to	tell	you	what	you	need	to	know	to	take	meaningful	action	in	the	present.	Paul	Saffo	​	Complex,	high-impact
decisions	can’t	be	made	with	inaccurate	or	stale	signals	coming	from	siloed	divisions.	Leaders	need	hyperscale	computing	that	digitally	encodes	business	strategies	and	operational	plans	to	orchestrate	performance	enterprise-wide.			Anaplan	Sales	and	Operations	Planning	(S&OP)	unifies	all	relevant	business	units	into	one	cloud-based,	connected
platform.	Integrate	plans	and	signals	from	sales,	finance,	production,	marketing,	and	supply	chain.	Make	better-informed	decisions	that	maximize	profitability	and	convert	change	to	your	advantage.	Sales	and	Operations	Planning	is	a	structured,	integrated	business	management	process	that	aligns	a	company’s	supply	with	its	demand	while
coordinating	across	marketing,	sales,	operations,	and	finance.	S&OP	provides	executive	leadership	with	a	unified	plan	to	drive	business	performance.	2.	Key	Objectives	of	Sales	and	Operations	Planning	S&OP	aims	to:	Achieve	balance	between	supply	and	demand	Improve	forecast	accuracy	Optimize	inventory	levels	Enhance	customer	service	Increase
profitability	By	aligning	operational	plans	with	strategic	goals,	Sales	and	Operations	Planning	becomes	a	powerful	tool	for	improving	responsiveness	and	agility	in	the	face	of	market	changes.	3.	S&OP	Process	Steps:	A	Monthly	Cycle	The	Sales	and	Operations	Planning	process	typically	follows	a	monthly	cycle	involving	five	key	steps:	Data	Gathering	–
Collect	historical	sales	data,	inventory	levels,	capacity	metrics,	and	financial	inputs.	Demand	Planning	–	Forecast	customer	demand	using	statistical	models	and	market	intelligence.	Supply	Planning	–	Evaluate	the	ability	to	meet	demand	given	capacity	and	inventory	constraints.	Pre-S&OP	Meeting	–	Review	imbalances,	create	scenarios,	and	develop
recommendations.	Executive	S&OP	Meeting	–	Final	approval	of	the	aligned	plan	by	leadership.	Each	step	ensures	that	all	departments	work	from	a	single,	unified	plan.	4.	Demand	Planning:	The	Starting	Point	of	S&OP	Demand	planning	in	Sales	and	Operations	Planning	is	focused	on	developing	accurate	sales	forecasts.	It	involves:	Analyzing	historical
data	Factoring	in	seasonality	and	promotions	Collaborating	with	sales	and	marketing	teams	Using	forecasting	software	to	create	data-driven	projections	High-quality	demand	planning	reduces	errors	and	minimizes	costly	overproduction	or	stockouts.	5.	Supply	Planning:	Aligning	Capacity	with	Demand	Supply	planning	ensures	that	operational
capabilities	can	meet	forecasted	demand.	This	includes:	Evaluating	manufacturing	and	supplier	capacity	Assessing	lead	times	and	inventory	buffers	Planning	for	labor,	materials,	and	logistics	Supply	planning	helps	organizations	create	feasible	and	cost-effective	production	schedules	as	part	of	their	overall	Sales	and	Operations	Planning	strategy.	6.
Cross-Functional	Collaboration:	The	Backbone	of	S&OP	One	of	the	core	strengths	of	Sales	and	Operations	Planning	is	its	collaborative	nature.	It	brings	together:	Sales	(demand	inputs)	Operations	(supply	constraints)	Marketing	(promotional	impacts)	Finance	(budget	alignment)	Executive	leadership	(strategic	oversight)	When	teams	collaborate
effectively,	S&OP	becomes	a	dynamic,	continuous	process	rather	than	a	siloed	or	reactive	task.	7.	Technology	&	Tools	for	Sales	and	Operations	Planning	Modern	S&OP	is	data-driven	and	relies	on	integrated	technology	platforms	such	as:	SAP	Integrated	Business	Planning	(IBP)	Oracle	Supply	Chain	Planning	Cloud	Anaplan	Kinaxis	RapidResponse
These	tools	enable	real-time	visibility,	scenario	modeling,	and	KPI	tracking,	making	Sales	and	Operations	Planning	more	agile	and	responsive.	8.	Critical	S&OP	Metrics	and	KPIs	To	measure	the	effectiveness	of	Sales	and	Operations	Planning,	track	these	essential	KPIs:	Forecast	Accuracy	–	Measures	how	close	forecasts	are	to	actuals	Inventory	Turns	–
Indicates	how	efficiently	inventory	is	used	Customer	Service	Levels	–	Reflects	product	availability	and	delivery	performance	Plan	Adherence	–	Measures	execution	against	the	approved	plan	Revenue	vs.	Forecast	–	Tracks	financial	accuracy	and	variance	These	KPIs	ensure	continuous	improvement	in	the	S&OP	process.	9.	Scenario	Planning:	Managing
Risk	and	Uncertainty	Sales	and	Operations	Planning	must	address	uncertainty	by	incorporating	scenario	planning:	Develop	best-case,	worst-case,	and	most-likely	scenarios	Evaluate	impact	on	inventory,	resources,	and	revenue	Prepare	contingency	plans	for	supply	chain	disruptions	or	demand	shifts	Scenario	modeling	enables	organizations	to	make
proactive,	risk-aware	decisions.	10.	Avoiding	Common	S&OP	Pitfalls	To	build	a	sustainable	Sales	and	Operations	Planning	process,	avoid	these	common	mistakes:	Relying	on	inaccurate	or	siloed	data	Conducting	infrequent	or	inconsistent	reviews	Failing	to	engage	executive	leadership	Ignoring	financial	planning	integration	Treating	S&OP	as	an
operational,	not	strategic,	activity	Strong	leadership	and	data-driven	collaboration	are	essential	for	long-term	S&OP	success.		Final	Thoughts:	Making	S&OP	Work	for	Your	Business	Sales	and	Operations	Planning	is	more	than	a	monthly	meeting—it’s	a	strategic	framework	that	connects	the	dots	across	your	enterprise.	By	following	a	structured
process,	using	the	right	tools,	and	fostering	cross-functional	collaboration,	companies	can	achieve	true	alignment	and	agility	in	today’s	competitive	markets.	Want	to	stay	ahead	in	the	supply	chain	game?	Subscribe	to	our	newsletter	for	the	latest	trends,	insights,	and	strategies	to	optimize	your	supply	chain	operations.	“It’s	not	what	the	Vision	is,	it’s
what	the	Vision	does.”	~Peter	M	Senge	“I	don’t	look	to	jump	over	7-foot	bars:	I	look	around	for	1-foot	bars	that	I	can	step	over.”	~Warren	Buffett,	CEO	of	Berkshire	Hathaway.	“Make	everything	as	simple	as	possible,	but	not	simpler.”	~Albert	Einstein	“The	people	who	are	crazy	enough	to	think	they	can	change	the	world	are	the	ones	who	do.”	~Steve
Jobs,	Co-founder	of	Apple.	“Opportunity	is	missed	by	most	people	because	it	is	dressed	in	overalls	and	looks	like	work.”	~Thomas	A.	Edison	“Even	if	you	are	on	the	right	track,	you’ll	get	run	over	if	you	just	sit	there.”	~Will	Rogers	“The	purpose	of	an	organization	is	to	enable	ordinary	humans	beings	to	do	extraordinary	things.”	~Peter	Drucker,	Father
of	Modern	Management.	“Consistent	alignment	of	capabilities	and	internal	processes	with	the	customer	value	proposition	is	the	core	of	any	strategy	execution.”	~Robert	S.	Kaplan	“The	definition	of	insanity	is	“Doing	what	you	have	always	done	and	expecting	a	different	result.”	~Albert	Einstein	“Persistence	is	very	important.		You	should	not	give	up
unless	you	are	forced	to	give	up.”	~Elon	Musk	“The	rate	at	which	organizations	learn	may	soon	become	the	only	sustainable	source	of	competitive	advantage.	~Peter	Senge	“I	have	stocked	shelves,	waited	on	tables,	and	bartended.	I	have	been	a	salesperson	at	many	levels.	Each	giving	me	a	unique	view	of	what	made	a	company	successful	and,	even
more	importantly,	what	made	a	company	fail.”	~Mark	Cuban	“Apple	has	a	culture	of	excellence	that	is,	I	think,	so	unique	and	so	special.	I’m	not	going	to	witness	or	permit	the	change	of	it.”~Tim	Cook,	CEO	of	Apple.	Sales	and	operations	planning	(S&OP)	is	an	integrated	planning	process	that	aligns	demand,	supply,	and	financial	planning	and	is
managed	as	part	of	a	company’s	master	planning.	S&OP	is	designed	and	executed	to	support	executive	decision-making	related	to	approving	a	feasible	and	profitable	material	and	financial	plan.	The	sales	and	operations	plan	uses	global,	aggregate	demand1	as	a	starting	point	and	compares	that	expected	demand	to	available	supply	in	terms	of
resources—such	as	machines	and	manpower—and	material	capacity.	The	level	of	analysis	and	the	trade-offs	presented	allow	the	executive	team	to	understand	the	decision	criteria	and	come	to	a	consensus	decision	on	a	plan	the	company	should	move	forward	with.	The	sales	and	operations	plan	is	part	of	both	strategic	and	tactical	planning.
Strategically,	insights	into	how	demand	may	shift	in	particular	geographies	or	for	specific	product	lines	can	impact	decisions	such	as	increasing	(or	decreasing)	manufacturing	capacity,	the	need	to	increase	(or	decrease)	the	workforce,	or	determining	longer-term	supplier	management.	More	tactically,	the	S&OP	process	creates	a	production	plan,
approved	by	executive	management,	which	is	used	to	create	a	master	schedule	and	a	material	requirements	plan	(MRP).	Synonymous	and	sometimes	slightly	different	processes	have	been	created	over	the	years	with	different	naming	conventions.	Integrated	Business	Planning	(IBP)	and	connected	planning	are	two	examples.	In	each,	the	role	of
finance	can	be	considered	more	prominent,	however,	finance	is	always	a	participant	as	a	feasible	and	profitable	plan	need	to	be	approved	by	executive	management.	The	S&OP	process	considers	planning	horizons	of	18	to	36	months,	looking	at	weekly	plans	in	the	near	term,	monthly	plans	in	the	midterm,	and	sometimes,	annual	plans	beyond	a	year
from	the	date	of	the	plan.	Learn	more	about	Sales	and	Operations	Planning	S&OP	is	largely	a	company-wide,	collaborative	process	performed	on	a	recurring	basis	with	participants	from	finance,	operations,	marketing,	sales,	and	other	groups	as	required.	In	addition	to	the	challenge	of	coordination	and	communication	across	this	diverse	group	during
the	planning	cycle,	the	primary	challenges	of	sales	and	operations	planning	are:	1)	Establishing	accurate	and	recurring	reporting	on	key	demand	and	supply	inputs	to	support	the	decision-making	process	2)	Preparing	a	pre-work	analysis	which	recognizes	changes	in	demand	or	supply	which	will	require	management	consideration	prior	to	plan
approval	3)	Developing	a	succinct	presentation	of	the	decision	criteria	in	terms	of	decision	impact	on	key	performance	indicators,	such	as	customer	service,	supply	chain	costs,	and	revenue	4)	Planning	for	the	introduction	of	new	products,	the	end	of	life	of	existing	products,	or	the	incorporation	of	new	(or	divestiture	of	sold	products	and/or	product
lines)	as	a	result	of	a	merger	and	acquisition	(M&A)	5)	Transforming	large	data	sets	from	multiple	systems	into	actionable,	decision-support	information	for	reporting	Most	companies	run	enterprise	resource	planning	(ERP)	software	and	enhance	their	material	and	resource	planning	through	the	use	of	supply	chain	management	(SCM)	software,	which
can	be	configured	for	planning	and	managing	their	specific	supply	chain	challenges.	However,	many	planners	still	use	spreadsheets	for	S&OP	due,	in	part,	to	the	widespread	access	to	spreadsheet	software	and	its	flexibility.	Spreadsheet	technology,	however,	is	incapable	of	taking	advantage	of	modern	advanced	technology,	such	as	artificial
intelligence	(AI),	and	is	limited	in	the	amount	of	data	it	can	process.	Additional	concerns	around	spreadsheets	as	a	secure	mechanism	for	distributing	company	data	create	further	challenges	with	this	approach.	The	following	are	other	current	trends	to	watch	in	the	advancement	of	sales	and	operations	planning:	1)	How	emerging	technology,	such	as
AI	and	the	Internet	of	Things	(IoT)	are	being	incorporated	into	S&OP	2)	The	convergence	of	planning	and	execution	data	to	support	more	frequent	plan	updates	and	improve	a	company’s	ability	to	react	to	supply	chain	disruptions	and	manage	risk	3)	Supporting	systems	which	enable	flexible	and	rapid	segment	analysis	of	supply	chain	plans—for
example,	products	(or	product	families)	in	similar	lifecycle	phases,	products	with	similar	supply	sources,	products	with	shared	features	or	demand	profiles	4)	How	to	establish	processes	and	technology	to	support	multitier	collaboration	and	visibility	AI	and	machine	learning	technology	are	being	used	more	successfully	and	frequently	to	support	some
of	the	automatable	decisions	that	are	done	in	S&OP.	Examples	of	this	include	using	machine	learning	to	predict	available	capacity	to	drive	promotion	planning	or	to	quickly	discover	and	recommend	no	changes	to	highly	stable	and	mature	product	planning,	reducing	analysis	cycles.	There	are	several	developing	SCM	applications	that	can	make	use	of
IoT	technology	to	improve	the	outcomes	of	S&OP.	For	example,	IoT	could	be	used	in	predictive	maintenance,	providing	executives	with	insights	into	why	and	when	capacity	will	be	rolled	in	and	out	of	service	and	what	the	backup	plan	is	to	ensure	continuity.	Advanced	analytics	solutions,	implemented	to	work	in	concert	with	supply	chain	execution	in
logistics,	manufacturing,	and	order	management,	are	increasing	the	availability	of	information	that	provides	supply	chain	managers	with	decision	criteria	related	to	performance	to	plan.	This	in	turn,	reduces	the	decision	latency,	which	may	have	historically	relied	on	the	next	S&OP	planning	cycle	to	adjust.	There	is	no	rule	that	says	S&OP	should	be
run	monthly.	This	guidance	dates	back	at	least	20	years,	before	modern	data	analysis	and	decision-support	tools	were	available.	In	this	environment,	it	took	a	team	of	people	the	full	four	weeks	to	collect,	merge,	analyze	and	report	on	the	data	required	to	support	S&OP	decisions.	Today,	companies	can	take	advantage	of	next-generation	technologies	to
drive	smarter	predictions	and	better	decisions	across	supply	chain	processes.	Advances	in	technology	inform	us	that	S&OP	planners	should	take	a	hard	look	at	how	the	process	works	in	their	company.	Exploring	answers	to	questions	such	as	how	and	when	should	I	partner	with	IT?	Should	we	seek	outside	expertise	for	best	practices	and	process
design?	What	companies	are	leaders	in	S&OP	in	our	industry?	What	is	the	business	case	to	support	this	investment?	Talk	to	a	member	of	our	team	about	Cloud	SCM.	1For	larger	companies	with	many	products,	product	demand	will	be	aggregated	to	a	product	family	level.	Aggregation	can	also	be	done	by-product	in	a	particular	geography.	The
material	and	resources	used	in	producing	and	distributing	the	product	family	will	generally	overlap	and	can	be	planned	concurrently.	To	create	a	quality	product	and	provide	an	outstanding	customer	experience,	your	business	processes	must	be	fine-tuned.	Every	step	—	from	manufacturing	to	delivery	—	should	be	well-executed.	That’s	why	sales	and
operations	planning,	or	S&OP,	is	important.	It	aligns	demand,	supply,	and	financial	planning,	helping	you	make	the	best	decisions	for	your	business.	Let's	demystify	sales	and	operations	planning	(S&OP)	and	learn	more	about	the	S&OP	process.	Table	of	Contents	The	purpose	of	S&OP	is	to	coordinate	across	business	units,	increase	transparency,
balance	supply	and	demand,	and	achieve	profitability.	S&OP	can	occur	monthly,	yearly,	or	even	on	a	two-	or	three-year	basis,	depending	on	the	company	and	its	goals.	Here	are	some	key	benefits	of	sales	and	operations	planning	(S&OP):	Increased	transparency	between	departments.	Informed	decision-making	about	a	product's	demand	and	supply.
Improved	inventory	management.	Better	sales	and	budget	forecasting.	A	clear	understanding	of	a	product's	lifecycle	and	its	management.	Streamlined	processes	that	enhance	the	overall	customer	experience.	The	S&OP	process	includes	forecasting,	demand	and	supply	planning,	and	executive	review.	The	goal	is	to	coordinate	sales	and	operations
planning	across	business	functions	so	they're	all	on	the	same	page.	The	exact	steps	can	vary	depending	on	the	company,	its	products,	and	its	industry.	1.	Forecasting	At	this	stage	of	the	S&OP	process,	data	is	gathered	about	prior	sales,	and	forecasts	are	made	for	future	sales.	It's	important	to	consider	any	internal	and	external	factors	impacting	sales
(e.g.,	industry,	customers,	competition).	Any	trends	will	be	identified	and	analyzed.	2.	Demand	Planning	Demand	planning	is	when	cross-functional	collaboration	comes	into	play.	The	forecasts	are	analyzed.	Then,	adjustments	are	made	to	inventory	and	customer	service	policies	based	on	the	product	demand	and	sources	of	demand.	The	demand	can	be
measured	in	either	revenue	or	units	of	a	product.	3.	Supply	Planning	During	supply	planning,	representatives	from	finance,	operations,	and	materials	evaluate	capacity.	They'll	determine	if	there	are	any	constraints	on	people,	machinery,	and	suppliers.	From	there,	a	supply	plan	is	created	that	will	account	for	any	capacity	constraints.	4.	Pre-S&OP
Meeting	During	this	stage	of	the	S&OP	process,	leaders	from	finance,	sales,	marketing,	operations,	materials,	product	management,	and	human	resources	meet	to	collaborate.	They‘ll	compare	the	forecasts	to	the	demand	and	supply	plans.	Then,	they’ll	consider	the	plan's	financial	impact.	5.	Executive	S&OP	Meeting	In	this	stage,	executives	meet	to
analyze	all	the	forecasts,	plans,	and	recommendations	from	the	pre-S&OP	meeting.	By	the	end	of	the	executive	S&OP	meeting,	a	final	sales	and	operations	plan	will	be	approved.	6.	Finalize	and	Implement	Once	the	sales	and	operations	plan	has	been	approved,	it	is	time	for	implementation.	After	implementation,	the	S&OP	should	be	evaluated
regularly	to	ensure	success.Sales	and	Operations	Planning	Process	S&OP	Metrics	When	evaluating	your	S&OP	process,	there	are	some	key	metrics	you	can	use	to	gauge	performance.	Demand	and	Supply	S&OP	Metrics	Demand	and	supply	metrics	will	help	you	determine	if	your	forecasts	are	accurate	and	if	the	demand	matches	the	supply.	Demand
forecast	versus	actual	Production	forecast	versus	actual	Inventory	turnover	Capacity	utilization	On-time	delivery	Accuracy	in	order	delivery	Cycle	times	Financial	S&OP	Metrics	These	metrics	show	you	how	the	business	is	performing	from	a	financial	perspective.	Total	sales	in	a	period	(e.g.,	month,	quarter,	year)	Total	sales	versus	forecast	Gross
margin	Working	capital	versus	plan	Top	S&OP	Software	to	Use	Which	tools	should	you	use	for	your	sales	and	operations	planning?	Instead	of	solely	relying	on	spreadsheets,	here	are	some	software	options	to	streamline	your	S&OP.	1.	Oracle	S&OP	Cloud	Pricing:	Available	upon	request.	Best	for:	Large-scale	businesses.	Oracle	provides	process
templates	you	can	use	to	make	your	sales	and	operations	planning	run	smoother.	You	can	monitor	each	stage	of	the	process,	and	dashboards	allow	you	to	see	KPI	summary	graphics.	This	allows	you	to	collaborate	with	colleagues	and	assign	tasks.	Plus,	it	integrates	with	Excel.	Pro	tip:	Oracle	S&OP	Cloud	is	tailored	primarily	toward	larger	businesses.
It	includes	features	that	suit	the	needs	of	enterprise-level	customers.	That	includes	social	collaboration	resources,	accommodations	for	organizations	with	several	users,	and	aggregate	planning	capabilities.	2.	SAP	Integrated	Business	Planning	Pricing:	Available	upon	request.	Best	for:	Those	who	need	a	multifaceted	solution,	extending	beyond	S&OP
for	supply	chain	planning.	The	SAP	Integrated	Business	Planning	software	makes	your	S&OP	planning	quick	and	agile.	Key	features	include	scenario	planning,	simulations,	and	advanced	analytics	so	you	can	stay	on	top	of	forecasts	and	hit	your	financial	targets.	SAP	Integrated	Business	Planning	contains	resources	that	allow	for	effective	sales	and
operations	planning,	but	the	solution's	capabilities	extend	well	beyond	the	practice.	What	we	love:	This	tool	combines	S&OP,	forecasting	and	demand,	response	and	supply,	demand-driven	replenishment,	and	inventory	planning	to	ensure	business	continuity	through	supply	chain	disruption.	3.	Infor	Sales	and	Operations	Planning	Pricing:	Available
upon	request.	Best	for:	Businesses	looking	for	an	accessible	interface.	With	the	Infor	Sales	and	Operations	Planning	software,	you	can	synchronize	demand	and	supply	imbalances,	coordinate	across	business	units,	and	analyze	performance.	It	even	includes	predictive	financial	analysis	so	you	can	see	how	business	decisions	will	impact	the	bottom	line.
Infor	S&OP‘s	user	interface’s	ease	of	use	is	one	of	the	software‘s	biggest	draws.	You	don’t	need	to	be	an	IT	specialist	to	leverage	it	—	allowing	users	closer	to	your	sales	and	operations	planning	to	manage	and	keep	tabs	on	the	process.	What	we	love:	If	you	want	a	straightforward	solution	that	keeps	things	simple	without	sacrificing	functionality,	look
into	Infor's	sales	and	operations	planning	resources.	4.	Vanguard	IBP	S&OP	by	Wolters	Kluwer	Pricing:	Available	upon	request.	Best	for:	Businesses	interested	in	a	collaborative	solution.	Vanguard	Predictive	Planning	is	an	excellent	resource	for	any	organization	trying	to	support	its	S&OP	infrastructure	with	an	AI-based,	end-to-end	impact	analysis
solution.	Vanguard	can	provide	your	business	with	a	comprehensive	overview	of	your	sales,	demand,	supply,	and	production	to	inform	accurate,	constraint-based	plans	—	among	a	wide	array	of	other	features	and	benefits.	One	aspect	of	Vanguard	IBP	S&OP	is	its	resources	for	collaboration	across	all	facets	of	your	sales	and	operations	planning.	The
platform	includes	business	intelligence	software	that	enables	end-users	to	create	their	own	charts,	reports,	and	dashboards.	What	we	love:	Vanguard	Predictive	Planning	offers	automated,	easily	adjustable	workflows,	visible	scenario	modeling,	cross-department	insights,	and	other	features	that	foster	collaboration	between	sales,	operations,	and
finance.	5.	Kinaxis	Rapid	Response	S&OP	Pricing:	Available	upon	request.	Best	for:	Businesses	looking	for	solid	out-of-the-box	features.	Kinaxis	Rapid	Response	S&OP	is	a	sales	and	operations	planning	solution	that	can	help	you	improve	business	outcomes,	take	more	centralized	control	of	your	S&OP,	reduce	costs	in	supply	chain	planning,	foster
collaboration,	and	generally	increase	efficiency	throughout	the	S&OP	process.	While	Kinaxis	Rapid	Response	S&OP	does	feature	some	degree	of	customization,	it	differentiates	itself	from	the	competition	with	its	standard	features.	What	we	love:	Its	out-of-the-box	dashboards	can	help	you	accurately	gauge	performance	immediately	—	with	features
accounting	for	revenue	value,	ending	inventory	value,	margin	percentage,	and	other	key	S&OP	performance	indicators.Myths	About	S&OP	There	are	many	myths	about	sales	and	operations	planning.	Here	are	some	of	those	myths	and	why	they	aren’t	true.	1.	S&OP	is	not	necessary	for	organizational	growth.	Because	S&OP	doesn’t	immediately	drive
leads	and	revenue	for	a	business,	it’s	easy	to	think	that	it’s	not	integral	to	the	growth	of	a	business.	On	the	contrary,	S&OP	is	a	management	process	that	can	help	businesses	of	all	sizes	—	from	small	startups	to	huge	enterprises	—	achieve	their	business	goals,	outpace	their	competitors,	and	ensure	continued	success.	S&OP	helps	businesses	gain
better	visibility	into	the	supply	chain,	predict	market	changes,	and	make	business	decisions	before	the	product	reaches	the	customers.	This	way,	they	can	match	the	market	demand	with	adequate	supply	and	generate	as	much	revenue	as	possible.	2.	S&OP	is	just	a	review	of	historical	data.	While	historical	data	is	critical	for	benchmarking	and
analyzing	past	business	decisions,	it	shouldn’t	be	the	main	focus	of	S&OP.	Instead,	effective	S&OP	processes	should	leverage	past	data	to	make	predictions	about	future	demand	and	gauge	their	ability	to	meet	that	demand	through	product	innovation	and	stellar	marketing.	Businesses	should	also	ensure	that	they	can	provide	great	customer	service	to
match	the	demand,	and	executives	must	make	business	decisions	that	they	can	afford	to	put	into	motion	and	generate	profits	from.	These	precautions	can	help	businesses	prepare	themselves	to	adapt	to	rapid	market	changes	and	stay	competitive	in	the	long	term.	3.	Spreadsheets	are	just	as	effective	as	S&OP	systems.	Many	people	believe	that
spreadsheets	are	the	most	effective	and	cheapest	tool	for	S&OP	—	and	that	they	should	be	used	in	place	for	actual	S&OP	systems.	This	couldn’t	be	further	from	the	truth.	While	spreadsheets	are	great	for	documenting	data	and	making	the	case	for	an	S&OP	process,	using	them	for	supply	chain	planning	is	not	feasible.	Not	only	is	spreadsheet-based
planning	time-consuming,	but	it	opens	up	room	for	many	errors	and	cannot	scale	alongside	rapid	business	growth.	If	you’re	a	fast-growing	business,	you’re	better	off	using	a	purpose-built	S&OP	system	that’ll	show	you	real-time	analytics	and	allow	you	to	respond	quickly	to	changes	as	they	occur.	4.	S&OP	processes	are	difficult	to	manage.	The	only
way	supply	chains	can	be	truly	effective	in	today’s	economy	is	when	businesses	collaborate	closely	with	their	trading	partners.	When	a	company	incorporates	trader	partner	insights	into	its	processes,	the	company’s	credibility,	as	well	as	that	of	its	executives,	will	increase,	especially	when	their	performance	exceeds	planning	assumptions.	Thankfully,
the	advent	of	technology	makes	it	much	easier	to	effectively	integrate	trading	partner	insights	into	S&OP	processes,	which	leads	to	better	demand	stream	visibility,	satisfied	customers,	and	healthier	profit	margins.	5.	S&OP	is	rigid	and	unchanging.	This	particular	myth	stems	from	a	misconception	that	an	S&OP	process	can	only	be	successful	if	it
follows	the	standard	5-step	process:	product,	demand,	supply,	financial,	and	executive	reviews.	In	truth,	an	S&OP	doesn’t	have	a	fixed	process	that’ll	guarantee	great	results	for	all	companies	or	industries.	Companies	need	a	flexible	S&OP	process	to	predict,	plan	for	and	manage	changes	in	market	conditions.	This	means	that	each	company	has	to
tailor	its	S&OP	process	to	conform	to	its	unique	business	structure.Sales	and	Operations	Planning	Best	Practices	1.	Have	executive	ownership	of	your	S&OP.	Successful	sales	and	operations	planning	takes	a	certain	degree	of	guidance	and	direction.	With	S&OP,	you‘re	essentially	trying	to	facilitate	cohesion	between	conflicting	elements	of	your
business	—	that’s	not	a	responsibility	that	can	be	vaguely	managed	without	clearly	defined	and	engaged	leadership.	The	practice	requires	firm	and	active	executive	ownership	—	typically	from	someone	like	a	CEO	or	general	manager.	There's	bound	to	be	some	kind	of	tension	between	the	supply	and	demand	sides	of	your	organization,	so	you	need	a
central	figure	ensuring	that	there	are	definitive,	understood,	and	consistently	enforced	standards	for	how	both	parties	will	work	with	one	another.	2.	Keep	things	simple.	Companies	conducting	S&OP	have	tended	to	trip	themselves	up	by	overcomplicating	the	process	—	most	notably	when	it	comes	to	metrics.	If	you	try	to	keep	tabs	on	too	many	factors
between	the	supply	and	demand	sides	of	your	business,	your	planning	might	wind	up	being	inefficient,	and	the	visibility	you're	trying	to	maintain	between	departments	could	be	clouded.	Instead	of	trying	to	measure	everything	you	can	think	of,	determine	the	most	meaningful,	relevant	metrics	for	gauging	how	both	sides	of	your	business	are	working
together	—	whether	that	be	measurements	of	how	forecasts	are	stacking	up	to	actual	sales	figures,	inventory	turnover,	or	any	particularly	pertinent	indicators	of	how	sales	and	operations	are	interacting.	Try	to	keep	the	number	of	metrics	you‘re	tracking	between	10	and	15	—	make	those	choices	count,	and	don’t	let	this	side	of	the	process	get	away
from	you.	3.	Maintain	records.	Successful	sales	and	operations	planning	is	an	ongoing	process.	It	leans,	in	large	part,	on	your	ability	to	learn	from	your	previous	hitches	and	hiccups.	That's	why	you	need	to	keep	detailed	records	of	your	previous	plans	and	processes.	Document	most	—	if	not	all	—	aspects	of	your	S&OP	efforts.	Those	reference	points
can	be	central	to	your	planning's	sustained	success.	4.	Stress	cross-functional	engagement.	Cross-organizational	collaboration	is	at	the	core	of	any	and	all	sales	and	operations	planning.	Stakeholders	from	every	impacted	facet	of	the	business	need	to	be	included	and	involved	in	the	process.	Your	sales	and	operations	planning	won‘t	be	particularly



helpful	or	productive	if	you’re	only	considering	your	sales	org's	contributions	and	interests	while	ignoring	other	departments	like	operations	and	finance.	S&OP	rests	on	your	ability	to	foster	cohesion	through	visibility.	Every	party	involved	needs	to	have	a	clear	understanding	of	how	the	others	are	performing	and	where	they're	coming	from.	That
information	needs	to	flow	freely	between	stakeholders.	If	you	want	to	get	the	most	out	of	your	sales	and	operations	planning,	you	need	to	keep	everyone	in	the	loop	and	stress	cross-functional	engagement.	Incorporating	S&OP	Processes	Into	Your	Business	Over	the	years,	sales	and	operations	planning	has	evolved	from	a	simple	demand-supply
alignment	process	into	an	advanced	business	management	process	that	streamlines	business	functions	and	enables	companies	to	correctly	predict	market	trends	and	make	the	best	decisions	about	their	product	development.	With	sales	and	operations	planning,	you	can	keep	virtually	every	aspect	of	your	company	on	the	same	page	—	allowing	for	a
smoother	functioning,	more	cohesive	organization.	Editor's	note:	This	post	was	originally	published	in	October	2020	and	has	been	updated	for	comprehensiveness.


