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SALES AND OPERATIONS PLANNING—A 
STRATEGIC APPROACH TO SUPPLY AND 
DEMAND READINESS 
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INTRODUCTION

Sales and Operations Planning (or S&OP) is not a new business methodology in 
manufacturing. This cross-functional planning process has been used by leading 
organizations for the past 35 years. Yet depending on who you ask, it can either be 
viewed as the “be-all and end-all” answer to supply and demand challenges, or just 
another business methodology that fails to live up to expectations for the business. 

Which is it to you? Have you ever considered implementing a formal approach to Sales 
and Operations Planning in your manufacturing organization?

This solution sheet outlines why manufacturing leaders should care about implementing 
a strategic, formal approach to Sales and Operations Planning, including:

What S&OP means to manufacturing professionals in sales, finance and operations 

The benefits S&OP can deliver to department functions and to the business, as a whole

An integrated approach to successfully implementing S&OP

mailto:info%40ca.syspro.com?subject=
mailto:info%40ca.syspro.com?subject=
https://www.syspro.com/ca/


 |  1 (888) 259-6666  |  2     info@ca.syspro.com  www.syspro.com/ca

WHAT IS SALES AND OPERATIONS PLANNING?

S&OP is a business management process that aims to connect corporate business planning 
with tactical planning—driving master scheduling and distribution planning, in order to 
support the business plan and meet demand. 

S&OP connects all the functional department strategies of a business into one unified plan. 
Reducing departmental and functional silos between sales, operations and finance and 
improving alignment, responsiveness and synchronization among all critical functions of an 
organization, are just a few of the business benefits organizations can realize from  
implementing a formal Sales and Operations Planning process.

More importantly, this integrated planning approach allows for the continuous synchronization 
of the strategic business plan to meet any organizational and marketplace changes, as  
they occur. 

S&OP empowers senior management to make the right decisions to drive growth—while 
enabling cross-functional teams to maintain optimal operations. With successful Sales and 
Operations Planning, businesses can proactively manage supply and demand, in order to 
ensure against any mismatch.

A successful approach to S&OP must consider every aspect of the manufacturing puzzle,  
and all business functions from product design to materials capacity, and from finance to 
customer service.
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The biggest concern for sales is meeting customer demand and driving revenue. 
Although successful organizations create budgets, sales forecasts and fixed annual 
operating plans (AOP), as we all know…plans change. Non-forecasted sales arise… 
drastically impacting production.

S&OP supports the exploration of a variety of “what if?” scenarios, allowing sales leaders 
to execute more accurately forecasted demand. Increased accuracy in forecasting 
allows a manufacturing organization to reduce costly inventory or eliminate resource 
waste—without compromising lead or delivery times. In turn, this results in dramatic 
cost-savings for the business—while allowing production teams to still effectively meet 
increasing customer demand.

WHAT DOES S&OP MEAN TO SALES TEAMS?
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WHAT DOES S&OP MEAN TO OPERATIONS AND 
FINANCE TEAMS?

Operations, including procurement, supply chain management, and logistics for plant 
production, on the other hand, typically relies on annual, seasonal or other forms of a 
scheduled approach for their supply chain operations management, including inventory 
planning, materials ordering, and production schedules.

Finance teams lack visibility into what lies beyond their budget and annual plan. Therefore, 
tracking cash flow, and spending and profit projections can be a moving target for 
most finance teams who do not have a formal Sales and Operations Planning strategy. 
Determining what is potentially required for added cash flow, at any given time, for 
spending, and reconciling additional resources or materials to meet non-forecasted orders, 
can be daunting tasks for most finance teams.

A successful approach to formal Sales and Operations Planning can deliver operations and 
finance leaders valuable strategic capabilities, including:

 Supply and demand balancing to resolve conflicts

 A forward view of the production activities that is maintained

 Insights into the variability and forecast of the demand supply chain 

 Strategic inventory sourcing and transportation movements that are maximized 

 Spending, cash flow and profit projection visibility into all operating areas of the business

By strategically aligning production with demand, S&OP can improve processes 
organization-wide, and optimize production and profits.
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THE BUSINESS BENEFITS OF S&OP

From a financial perspective, successful Sales and Operations Planning helps improve 
profit and avoid revenue waste. 

According to Gartner, demand-driven S&OP processes can improve revenue from 
two to five per cent, as well as, reduce inventories by seven to fifteen percent. 

Other key business benefits include:

Enhanced departmental coordination: S&OP allows every department 
to develop and communicate plans with each other—enabling effective 
cross-functional planning.

Improved decision-making: With S&OP, activities of all of the relevant 
departments are combined into one plan; therefore, management has 
a better understanding of the type of decisions that can affect other 
departments and functions.

Improved management: S&OP allows management to see where 
the operating plan may have strayed from the overall business plan. 
Additionally, regular meetings with department heads helps ensure that 
production, financial and sales plans are continually updated.

Streamlined execution: With S&OP, organizations are able to identify and 
address gaps, make better decisions, and build trust and understanding 
between functional areas of the business. As a result, employees are fully-
engaged in the process, and more aligned with the business plan and 
strategic goals.
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WHY SHOULD SALES CARE ABOUT S&OP?

Because S&OP bridges the gap between sales and production, it intensifies the speed 
and efficiency of decision-making for production. While this is an operational benefit, it 
has a ripple effect that improves sales performance, including:

Improved time to value: When production and demand are aligned, 
the products that customers want most are prioritized and always made 
available when needed—to meet demand.

Successful product launches: A more efficient supply chain means shorter 
lead times and the agility to launch new products quickly—to meet new 
demand.

Effective promotions and improved customer service: Service and 
promotional efforts are no longer wasted on products that aren’t delivered 
on time, or that sell out immediately.
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WHY SHOULD OPERATIONS AND FINANCE CARE 
ABOUT S&OP?

Supply and demand balancing is a primary objective within the S&OP process. For 
example, a manufacturing business with a sales spike during the summer period may 
have capacity issues and as a result, will need to pre-build inventories for production and 
demand readiness. The S&OP process determines when and how much raw material to 
bring in for those orders, and plan production schedules to meet demand.

While sales departments can see noticeable revenue growth from a successful S&OP 
implementation, operations and finance teams stand to gain substantial business benefits 
of their own, including:

Reduced operating costs: By providing operations teams with a tactical 
plan and establishing more accurate demand forecasts, the operations side 
of the business can source raw materials more strategically from their supply 
chain, secure better pricing, and reduce transportation costs.

Improved working capital: Streamlining production systems to produce 
just enough stock to satisfy demand allows organizations to keep less raw 
materials on hand, reduce the amount of capital tied up in work-in-progress 
projects at any given time, eliminate unnecessary labor resources, and 
spend less capital on warehousing costs—as excess production is minimized.

Enhanced financial planning: Because S&OP provides finance teams with 
visibility into all the operating areas of the business, finance leaders are able 
to better track cash flow, and perform more accurate spending and profit 
projections.
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THE SECRET TO S&OP SUCCESS: A HOLISTIC APPROACH

The key to success when implementing a formal approach to Sales and Operations 
Planning is cooperation between all functional departments. The process must involve 
time and effort from all departments across the business, in order to realize optimal results. 

A study by Ventana Research found that 66 percent of companies reported 
their planning processes worked “well or very well” when information between 
interconnected plans were directly linked, as opposed to a 25 percent success rate, 
when different departmental plans had little or no connection.1

If a manufacturing business is a team, then S&OP is the game plan. While it can make 
allowances for, and give considerations to, the specific strengths and weaknesses of 
any one player or department, if there isn’t a common goal between departments, the 
strategy will fail. Moreover, each department must actively support and participate in the 
process—both in developing organizational targets, and in, adhering to decisions that 
are made in support of S&OP processes.

Supply Chain 24/7 notes four common factors among top-performing organizations2  
using S&OP:

 Cross-functional participation in S&OP

 Senior leadership ownership of the S&OP process

 Implementation of formal targets with accountability

 Organization-wide adherence to S&OP decisions

 1 Ventana Research: Next-Generation Business Planning Benchmark Research (https://blog.ventanaresearch.com/tag/sop/)

 2 Supply Chain 247’s Top Performer Benefits of Effective Sales and Operations Planning (http://www.supplychain247.com/article/  
    top_performer_benefits_of_effective_sales_operations_planning)
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FOUR STEPS TO A SUCCESSFUL S&OP IMPLEMENTATION

Engage members of all departments: Leaders from sales, HR, operations, finance, 
product management and procurement must all be consulted and engaged. Ideally, an 
S&OP leader will steer development and implementation of the process, but it’s critical 
that all functions take ownership of the process.

Gather intelligence: A successful S&OP process will be based strictly on organizational 
data, not approximations or assumptions. Take the time to collect vital business data on 
demand (orders, promotions, market trends, historical data) and supply (production 
capacity or limitations of all stages of the supply chain) to ensure the movement towards 
better alignment is rooted in facts.

Develop a strategy: Business leaders from all departments should review the 
organizational data in collaboration, to develop a strategy—and ultimately a forecast, 
based on the information collected. The strategy and forecast must support the 
organizational goals. 

The group in its entirety should:

Evaluate performance measures

Analyze the financial impact of the strategy

Address any constraints or limitations

Specify actions required to align supply and demand

Secure executive approval: The strategy and forecast should be reviewed, amended 
and approved by executives or leadership, to ensure that all branches of the 
organization will proceed to work in collaboration—using the same metrics to achieve 
the same goals.

1.

2.

3.

4.
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CONCLUSION

Sales and Operations Planning (S&OP) is a critical process for any business interested in 
strong performance. In today’s complex and competitive environment, manufacturing 
companies cannot afford to overlook the processes and considerations outlined in 
this solution sheet.  “Good enough” Sales and Operations Planning is no longer good 
enough. As complexity increases, successful companies need to implement a formal 
and strategic planning process—one that connects sales to operations, and supply to 
demand. In order to gain a competitive advantage, manufacturers must consider a 
tactical and strategic review of sales and operations processes regularly.  To deal with 
the value chain realities, as well as, build advanced capabilities to drive growth and 
profit, successful organizations need Sales and Operations Planning.
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ABOUT SYSPRO

If you want to learn how SYSPRO can help build a Sales and Operations Planning (S&OP)  
process for your business, contact us today at info@ca.syspro.com or +1 (888) 259-6666.

NEXT STEPS:

SYSPRO software is an award-winning, best-of-breed 
Enterprise Resource Planning (ERP) software solution for 
cost-effective on-premise and cloud-based utilization.
Industry analysts rank SYSPRO software among the finest, best-in-class enterprise resource 
planning solutions in the world. SYSPRO software’s powerful features, simplicity of use, 
scalability, information visibility, analytic/reporting capabilities, business process and 
rapid deployment methodology are unmatched in its sector.

SYSPRO, formed in 1978, has earned the trust of thousands of companies globally. 
SYSPRO’s ability to grow with its customers and its adherence to developing technology, 
based on the needs of customers, is why SYSPRO enjoys one of the highest customer 
retention rates in the industry.

mailto:info%40ca.syspro.com?subject=
mailto:info%40ca.syspro.com?subject=
https://www.syspro.com/ca/
mailto:info%40ca.syspro.com?subject=

