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Execution managers need 
the S&OP plans, too

I recently got two calls from trade publica-
tion writers interested in how warehouse 
(and perhaps other supply chain execu-

tion) managers might get involved in their 
company’s sales and operations (S&OP) pro-
cesses. It seems S&OP teams often have little 
to do with execution/operations managers 
regarding synchronizing execution to plans. 
While some software companies purport to do 
this—perhaps from a computer systems per-
spective—the business processes of supply 
chain planning (e.g., S&OP) and execution 
ought to be integrated. 

These managers often don’t need to be at 
S&OP meetings because supply chain planners 
typically represent their interests. However, 
S&OP supply plans ought to be communicat-

ed to operations managers because they need 
them to drive their own short- and long-term 
planning efforts. This is the way to tie business 
strategy to operations (e.g., strategy executed 
daily on the manufacturing plant floor and in 
the warehouse). 

Synchronizing operations with planning 
is strategic
Operational managers don’t necessarily need 
to attend S&OP meetings because these 
meetings are focused on more aggregated 
business views over longer planning horizons 
than the managers are interested in. SO&P 
plans that typically focus on six months to 
18 months out, and on a weekly or monthly 
basis, don’t provide operations managers with 

enough detail about products, 
customers and geographies. 

These include managers in 
warehousing, transportation, pro-
curement, manufacturing, and 
inventory management. Lacking 
a detailed focus, S&OP meetings 
are usually of less interest to them. 
An exception to this is in distri-
bution-intensive businesses, such 
as wholesale distributors, retail-
ers and e-tailers. The reason that 
execution managers in these indus-
tries might be more interested in 
S&OP is that distribution limita-
tions and constraints might sig-
nificantly affect meeting customer 
demand and achieving corporate 
performance goals.

My column, “S&OP: The 
Linchpin Planning Process”, 
Supply Chain Management Review, 
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November, 2011, discussed three levels of plan-
ning and how S&OP—if driven by strategic 
goals and objectives—can tie operations to strat-
egy. The three levels of planning were: strategic 
(long-term); tactical (medium-term); and opera-
tional (short-term). Major differences among the 
planning levels are: the length of their “planning 
horizons,” and the planning “time buckets” they 
focus upon. Strategic plans have long planning 
horizons, are developed at aggregated levels and 
change infrequently—often lasting multiple 
years until a change in strategic direction is war-
ranted. Tactical plans have medium-term plan-
ning horizons, are more detailed and are changed 
more frequently. Lastly, operational 
plans have short planning horizons, 
are the most detailed and are rou-
tinely and frequently changed as 
real-time business activity unfolds.

Figure 1 depicts how the S&OP 
process is sandwiched in the middle 
of the planning processes. S&OP is 
the routine tactical planning process 
in which tactical supply and demand (i.e., market-
ing and sales) plans are synchronized, matching 
future supply and demand. S&OP should be driven 
by strategic objectives and goals in order to develop 
plans that, in turn, drive operational plans and exe-
cution. This renders S&OP the “linchpin” process 
that connects the strategic plans to operational exe-
cution. The accuracy of its plans invariably deter-
mines how well a company is able to achieve its 
strategic operational goals and objectives, as well as 
annual financial goals.

Each planning level is unique in how it deals 

with the future, yet all need to be integrated to 
ensure that operations ultimately synchronize to 
strategy. While this may sound straightforward, 
the length and time buckets of planning horizons 
differ, making it complex to carry out. In addi-
tion, the amount of detail needed within the 
planning processes differ, with operational plan-
ning requiring the most detail for the shortest 
planning horizons. 

A hierarchy enables synchronization
A forecasting/planning hierarchy is a key enabler 
of an S&OP process as it fosters cross-functional 
collaboration, consensus and synchronization. 

Figure 2 depicts an illustrative forecast/planning 
hierarchy that I discuss when I conduct forecast-
ing and S&OP process design training sessions.  
This figure has three pyramids representing fore-
cast and plan aggregations that various functions 
might need to view before agreeing to be account-
able and committed to achieving plans. The low-
est details are on the floor of the pyramids, and 
aggregations are specific views tailored for each 
functional manager. The three pyramids comprise 
two demand-side and two supply-side aggregated 
views, as well as a two financial views.

FIGURE 2 

A hierarchy translates plans and forecasts into the language each manager understands

Source: L. Lapide "Designing a Sales and Operations Planning Process," Institute of Business Forecasting and Planning Tutorials, August 2006, Chicago, Ill.

Company

Accounts

Regions

Brands

Product

categories
Company

Demand-side views 

Marketing view
($, units)

Sales view
($)

Company

Ship-to locations

Warehouses

Productio
n lin

esPlants
Company

Supply-side views

Manufacturing
view (units)

Logistics view
(units, cases)

Company

Operating units

Divisions/BUs

Financial views 

Time
(revenues

and margins)

Budgetary units
(revenues and

margins $)

Weeks
Quarte

rs
Year

Each planning level is unique in how it deals 
with the future, yet all need to be integrated 
to ensure that operations ultimately 
synchronize to strategy.
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Cross-functional teams comprised of members 
from supply chain, operations, marketing, sales, 
and finance organizations discuss the views. To get 
commitment from all organizations requires that 
forecasts/plans be aggregated and disaggregated to 
various levels to be reviewed and revised by each 
function in terms that they best understand. The 
hierarchy maps and translates all the levels among 
themselves to the highest, the lowest, and the most 
detailed planning levels.

Operations needs more detail
By their nature, S&OP meetings need to focus 
on aggregated plans and forecasts. Conceptually, 
they focus on the upper portions of the pyramids 
because bogging down meetings 
with discussions about excruciating 
details tends to draw the focus away 
from synchronization and achieving 
consensus. Thus the supply-demand 
plans generated by an S&OP pro-
cess are too aggregated to drive oper-
ational plans and execution. 

The lower portions of the pyramids show what 
operations managers need. For example, specific 
country, product and account-level detail would 
be needed by demand-side managers to drive sales 
and marketing execution. Supply-side execution 
management from manufacturing, transportation, 
warehousing, and inventory management might 
need specific warehouse-, ship-to location, plant-, 
production equipment-, and product-level detail. 
They might also need item-level detail about new 
product launches and promotional campaigns. 
In addition, procurement managers might need 
detail for scarce raw materials/components that 
are used in the manufacturing process. Financial 
management might need specific budgetary operat-
ing account, country, and divisional-level detail to 
drive financial performance. In addition, operations 
managers need shorter planning horizons and time 
buckets that are in terms of days and weeks, rather 
than weeks, months and fiscal quarters. 

Forecasters and planners should  
provide the detail
An S&OP team’s job is not entirely done once S&OP 
plans are finalized. In order to synchronize with 
operations, the S&OP plans ought to be disaggre-
gated into the details needed by various operations 
managers. Conceptually, this is most easily done 

if the upper-aggregated portions of the pyramids 
are synchronized with the detailed lower portions 
throughout the S&OP planning process, rather than 
after the upper portions are finalized. Top-down, 
bottom-up and middle-up-and-down forecasting and 
planning methods are most useful for this. 

Take the example where monthly aggregated-
product demand forecasts are discussed during 
S&OP meetings when getting to consensus. A 
manufacturing plant usually needs a weekly item-
level master production schedule (MPS) as input 
into its materials requirement planning (MRP) 
system. To generate the MPS, weekly item-level 
demand forecasts are required, and the forecasting 
organization ought to provide them along with the 

aggregated S&OP forecasts.
I recall some research some students and I did 

with a major CPG company that only generated 
monthly demand forecasts that were given to its 
manufacturing organization. Because the plant 
managers needed weekly forecasts they did their 
own forecast by dividing the monthly forecast by 
four to estimate each week. This is rarely a great 
method to develop weekly from monthly forecasts. 
In essence the forecasting organization abrogated 
its responsibility to support these plant manag-
ers. They should have, at minimum, helped them 
develop reasonable methods for generating weekly 
demand forecasts from the monthly forecasts pro-
vided. The ultimate accountability for forecasting 
performance should always lie with the forecast-
ing organization. Similarly planning accuracy is the 
responsibility of the S&OP team. 

In summary, execution managers may not need 
to attend S&OP meetings. However, they should 
be given the details of the S&OP-generated plans 
and forecasts in order to drive their operations plan-
ning. If they haven’t done so already, forecasters 
and planners that support an S&OP process should 
meet with these managers and find out what detail 
they need. Why? The “devil is in the details” and, in 
this case, the details affect strategy execution on a 
day-by-day basis. jjj

In order to synchronize with operations, the S&OP 
plans ought to be disaggregated into the details 
needed by various operations managers. 
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