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SALES AND OPERATIONS PLANNING (S&OP): 
THE STRATEGIC LEVEL OF THE SUPPLY CHAIN 

  
 
 Everybody knows what the S&OP, or at least what the initials stand for. But in many companies, 
behind the acronym there are some surprises. In one multinational company in the automobile industry, 
the S&OP included only customer demand: it was a Sales Plan, not a Sales and Operating Plan. That’s 
strange because S&OP began on the production or operations side: it was originally called the 
« Production Plan ». Today, the objective of S&OP is still to balance demand with capacity in volume, 
taking into account inventory or the order book, by product family by month. 
 

In an electronics company, the Chief Operating Officer (COO) didn’t want to do S&OP. He 
delegated it to the Supply Chain Manager, who struggled to make impossible compromises between 
two powerful individuals: the Vice-President for Sales and Marketing, and the VP for Manufacturing. 
Although he usually prepares the S&OP, the Supply Chain Manager shouldn’t make the decisions; the 
« boss » should. The results of S&OP shouldn’t be uneasy compromises but a strong direction—the 
“game plan”—for the entire company. Only the CEO (Chief Executive Officer) or the COO can do that. 
 
 The S&OP as the upper or strategic level of the supply chain belongs to Top Management. The 
Master Production Schedule (MPS), which includes demand, production and inventory too but at the 
detailed level, contrary to the S&OP, lives in the lower or operational level of the supply chain. But the 
operational level can’t be managed only from the inside—you risk getting hit by the whiplash effect with 
your ear to the ground and your nose to the grindstone: the upper level is necessary, and that’s S&OP: 
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INDUSTRIAL INNOVATION AND SUPPLY CHAIN  
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 Costing out the S&OP shows right now whether or not the budget will be met at the end of the 
fiscal year, and permits taking corrective action in time to hit the budget. Unfortunately, some companies 
do the opposite and try to make reality stick to budget, like the cowboy sticks temporarily on the back of 
a bucking bronco before he gets thrown off.  
 

The budget is more like the fence around the corral: at the 
end of the fiscal year, despite the ups and downs of some 
months and some families, the number of horses broken 
still falls within + /-2% of the initial forecast. 
 
Creating the supply chain makes the S&OP evolve 
considerably. A group acquires a family-owned company; 
two companies merge; suddenly the S&OP become multi-
dimension. Not only must demand and capacity be 
balanced by production family for the factory, but also by 
sales family for Sales, by region for Marketing, by financial 

family for Accounting, and by strategic segment for Top Management. The 
S&OP becomes Business Integration, or “S&OP to the tenth power”. 

 
A French multinational company making plastic products for industry and the 

home has a three-level S&OP process: the factory, the division, and the whole 
company. In another company making high-tech products, the S&OP is done by country, then by region, 
and then for the whole company.  

 
The difficulty with the multi-dimension S&OP, is to re-create the demand-capacity balance at 

three levels, or for two out of the three, to get the balance-point required for realistic decision-making. 
The Regional Director of Europe-Middle East, for example, should be able to balance his demand with 
capacity even though the factories are in the Asia-Pacific Region.  
 
 The arrival of Lean modifies the S&OP: with simplified and linear production flows, the S&OP 
represents better the physical flow instead of being simply the arithmetic total of complex and 
disconnected processes. 
 
 By implementing Lean widely, a company can simplify its detailed planning system with MRP II, 
and the S&OP takes on more significance. We are seeing the birth of the next generation of supply 
chains: Demand Driven Supply Networks (DDSN). DDSN is exciting but shouldn’t obscure the fact that if 
demand does drive the supply chain, its response depends on capacity. 
 
 Sales and Operations Planning, and its big brother Business Integration, by balancing demand 
with capacity for a company or for a supply chain, automatically improve the results obtained from 
existing planning and execution systems, whether they be Lean or not, and whatever the nature of the 
Information Technology system used in detailed planning.. 
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