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Sales and Operations Planning for the Future
...because the past has, well, passed.

Over the past 35 years or so, companies have tried to
implement S&OP in many flavors. Mostly, it’s a linear
process that takes place on a monthly cycle. In other
words, start at point A and continue through point F. Make
sure you complete the steps within 30 days and then start
over again next month. It has also been described as
matching supply with demand.

No step is performed more than once per month (though
there may be some “back and forth”), and everything is
done in sequence.

Let’s step back, for amoment. What
if we think about these processes as
separate, but related and loosely
connected, events?

Instead of thinking of S&OP like a manufacturing process,
let’s think more like Project Management. Once we change
that focus, we realize that some things are
interconnected, but they do not require the same people
and they do not necessarily require a sequential approach.
It’s more of a coordinated and bidirectional sharing of
information combined with a team approach to
solutions. And the appropriate application of skills and
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What might this look like in an
S&OP scenario?

One team is regularly (if not constantly) evaluating the
performance of the supply chain.

- Have we been following the ordering process as
defined by the model?

- How is inventory (by each part) performing when
compared to the expectations of the model (and the
expectations of our customers)?

- |s the on-hand distribution performance of each part
number in line with the model expectations?

- Are lead times correct in the system?

- Do warnings arrive with enough time to respond?

- Are MOQ’s causing larger excesses than their
expected benefits?

. Are there other things we should be monitoring?

In addition to monitoring, this team offers problem-
resolution suggestions as well as recommending potential
changes to the model, by asking two questions:
1.What can be done to alleviate the problem?
2.How can we adapt the model to account for the
problem?

And this information is an input to another relevant and
appropriate team. It is helpful, but not required before any
action is taken by this next team.

The next team, which may include some of the same
personnel, is looking at expectations and upcoming
business changes that likely will require some changes to
the model as well.
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Combining with information from the first team, they
adapt the model and processes to include this new
information and corrective actions. They create and run
simulations and scenarios to confirm if they are on the
right track. Will this new model fix the past problems as
well as allow for success of the future expectations?
This can be combined with some risk management
assessment (what would be the cost of a 50% growth
spurt, or a 50% drop in orders?) to further the flexibility
and agility of the model (relevant processes).

This information is fed to the next team and is not a
prerequisite nor the sole input for this next team. The
planis also fed back to the first team both for information
and confirmation.

Another team is assessing resource capacity, resource
flexibility and maybe short-term ideas to boost
capacity (overtime, temp workers, etc.). This teamis
also watching trends, including business goals and
expectations that will overrun the current resources and
labor pool. This team is tasked with aligning our production
capability such that we enable agility and improve our
ability to react to changes in customer demand while
continuing to make improvements to ROI. And this team’s
work is fed to both the next team and the previous
team as an input.

And the last team is working to understand when we will
need to add capital equipment, build additional facilities,
and related growth for long-term strategic gains.
Comparing our current capabilities to future expectations,
extending planning into a timeframe required for capital
investments and long-term planning. We must proactively
recognize that capital investment decisions must be
made before we are late, and our competition is not.
Again, information is shared with the other teams.

Separate teams, loosely connected
and sharing information. Not running at
the same cycle or pace, but rather
appropriate to the information each is

assessing.

Using appropriate, shared, and often different personnel,
each with their relevant expertise and access to
information. Each team can function independently but will
also share the relevant information and ask the relevant
questions for their own group’s best performance.

Here’s the key.

Each team has an output that feeds another team. That
next team’s decisions and resulting outputs feed back to
the prior team as one of their inputs for the next period.
They are working on separate, but connected, issues and
concerns. All decisions likely will impact each of the other
teams in some way.

With this approach, S&OP becomes one of the key
business strategy applications. Instead of a once per
month disruptive destroy and rebuild, it’s a constant and
intentional approach to building capabilities and enabling
agility through intelligent learning and sharing.

A Potluck Dinner Analogy

(all guests bring an item to share):

Team one, historical performance: Last time we did a
potluck, we ended up with

- Too many salads

. Too many desserts

- Not enough appetizers or main dishes

- We didn’t run out of anything

- We had to wash some dishes unexpectedly.
And, we didn’t account for allergies or alternatives (vegan,
gluten-free, etc...). This information is passed to team
two, with a recommendation to survey those attending
and to create a backup plan for dishes and cutlery.

Team two, Future Expectations and revisions to
capabilities: We know there will be twenty percent more
people this time, so the food amount doesn’t need to
change much, but the category of foods does.
- Therefore, we choose to not have everyone bring
something, but a select number.
- And due to our historical analysis, this time we're
going to solicit volunteers for specific types of food.
- Plus, we'll have some paper plates and disposable
cutlery as backup.
In the invite, we have asked for RSVP with allergy
information, etc.... Check to see if this aligns with team

one, by feeding these outputs back to them.
—continued—



Team three, Action plan and exploiting capabilities:
Using inputs from Team two, we assign categories based
on location and proximity, (hot items from those closest).
But, when we get feedback that someone wants to make a
particular dish in another category we revise, adapt and
adjust. If one person that was not assigned really wants to
make something and another person we did assign actually
will be too busy, we adjust.

People feel bad about not contributing, so we ask them to
donate money that we will give to a charity (homeless or
food shelter). When we have the capacity to make more
food, but not the demand, we must think outside the
box and exploit that opportunity.

Team four, Building future Capabilities: We predict that
the future events are only growing in attendance.

- We’ll need toincrease the venue size, the chairs,
tables.

- We'd like to host the event outdoors and add some
games for kids and adults, but we need a contingency
in case of bad weather.

- If we schedule more often or hold a joint event with
another group, it will take an investment and
commitment.

Can we do this? When will our capacity allow us to
proceed? We begin to explore options and investigate
before it becomes an urgent issue.
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