
611 Chapter 17    Sales and Operations Planning

•• Use of part-time workers.

Many retail and service organizations that have seasonal 
demands for their products and services use part-time work-
ers. Examples are department stores, supermarkets, restau-
rants, hotels, and tax preparation companies, such as H&R 
Block, Inc. (Kansas City, MO). The advantage of this option 
is to temporarily increase capacity at a relatively low cost 
because seasonal work involves low to moderate worker 
skill levels. The disadvantage, however, is that part-time 
workers may not show the same dedication as the full-time 
workers to improve productivity and quality.

•• Use of subcontracting.

During peak demand periods, planners can smooth production temporarily by acquiring additional 
capacity through subcontracting. The option involves hiring an outside firm to produce the product 
or service that the company itself is unable to produce because of insufficient capacity. The biggest 
disadvantages of subcontracting are loss of control over the output produced, quality problems, and 
higher costs. In addition, the subcontractor may be a competing firm with conflicting interests.

17.5 Sales and Operations Planning Strategies
Given these options for manipulating supply and demand, and regardless of the planning approach 
used (top-down or bottom-up), companies usually employ one of the three basic strategies to create 
S&OP plans at the product family level. These strategies are level, chase, or mixed strategies.

Level Strategy
The aim of a level strategy (also known as level scheduling) is to maintain a constant production 
rate. In addition, it is desirable to keep the workforce level constant. A level strategy is appropriate for 
manufacturing organizations that have stable market demand or production levels, where the decision 
to change production levels can be expensive, whereas the cost of holding inventory is low. By using a 
level production strategy, companies maintain constant production and workforce levels and they use 
inventories to bridge the gap between demand and production (supply). Automobile companies, such 
as Nissan Motor Company Ltd. (Yokohama, Japan) and Toyota Motor Corporation (Toyota City, 
Japan) and many oil companies employ this strategy. These companies continuously produce the same 
quantity of goods every period, calculated based on the total demand for these goods. For example, let 
us assume that a company’s aggregate demand for a product over a 6-month period is 45,000 units, 
and there are a total of 150 working days in this period. By using a level production strategy, the 
company will produce 300 units per day (45,000 / 150). The level strategy offers several advantages. 
Because there is no need for frequent workforce changes, workers tend to be highly skilled and expe-
rienced. Further, the company can enjoy lower turnover, higher morale, and lower absenteeism of its 

Companies that experience 
seasonal peaks in demand 
may look for part-time workers 
to boost their capacity and 
meet the increased demand. 
This model is most effective 
for jobs that require little 
training as part-time workers 
may not be able to provide 
the same level of quality 
and productivity as full-time 
employees.
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FIGURE 17.3: Level Production Strategy in Sales and Operations Planning
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Level strategy: 
maintaining constant 
production and workforce 
levels and using 
inventories to bridge the 
gap between demand 
and production (supply). 
Also known as level 
scheduling

Identify alternative 
sales and operations 
planning strategies for 
product families.

17.5

Strategies


