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FIGURE 17.2: Sales and Operations Planning Process Framework
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the data so that a homogeneous measure can be used for analysis. One possible approach to pre-
paring a homogeneous measure is to collect the supply and demand data for product families and 
then combine the family data into aggregate demand and supply data. The S&OP process typically 
makes projections for a 24-month planning horizon. Hence, both historical and planned data should 
be collected and presented in a monthly report. Examples of the kind of data collected, shown in 
Figure 17.2, include monthly data on actual demand, supply, backlog (unfilled orders), and new prod-
uct information. In addition, the company collects financial data and performance measurement data. 
Because almost every organization uses some kind of computerized data management system, such as 
enterprise resource planning (ERP), to manage their operations, these systems are the source of addi-
tional S&OP support data from accounting, purchasing, and inventory control.11

Demand Planning
The goal of the demand planning stage is to reach a consensus among the various stakeholders on 
various demand scenarios, the products that will be sold, and the revenues that will be generated for 
each product line in each month of the planning horizon. To arrive at such a consensus and improve 
forecast accuracy, all the demand planning stakeholders (sales, marketing, finance, product develop-
ment, and supply chain) discuss factors such as competition, new product introductions, and other 
market conditions that may influence demand. In the case of new product introductions, the demand 
planning team should also predict how the new products will affect the firm’s market by considering 
pricing and profit margins, the additional demand that will be generated, the cannibalization of sales 
of existing products, and so on. Ultimately, the participants in the demand planning team arrive at an 
estimate of the total demand requirements from all market sources by using quantitative forecasts, 
input from sales and marketing, and what-if analysis of the different possible customer orders and 


