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in its industry. The company attributes its ability to successfully launch all of its new products in a 
very complex environment without adding significant cost, resources, or inventories to its S&OP 
process. Eli Lilly believes that its S&OP process enables it to carefully plan and execute the launch of 
its new products in many markets. Although Eli Lilly’s product portfolio grew rapidly, the company 
was still able to maintain a customer service rating close to 98% while simultaneously reducing its 
inventory by US$500 million.7

•• Improve financial performance.

Involving a company’s finance department in its S&OP process ensures that the supply and demand 
plans are viewed in financial terms of revenue, margins, and working capital requirements. This approach 
results in a plan that ensures that the S&OP plan contributes to the firm’s revenue and profit margin tar-
gets and that the company’s budgets are consistent and feasible in terms of resource requirements needed 
to implement the plan. At Procter & Gamble Co. (Cincinnati, OH), the S&OP process has helped the 
company to optimize its use of resources to achieve better financial results. In the company’s monthly 
S&OP meetings, besides allocating and aligning company resources to a single set of sales and supply 
plans, the financial implications of the plan are evaluated as well as its impact on supply and demand.8

•• Foster communication between departments.

One of the biggest benefits of the S&OP process is that it fosters unhindered communication among 
different departments of the company. As a result of this open conversation, the different stakehold-
ers bring their own individual perspectives to the S&OP plan. For example, the finance department 
shares its perspective in terms of revenues, margins, and working capital; marketing members share 
their views on customers, sales, channels, and brands; and the manufacturing and logistics members 
share their concerns on production and capacity constraints and supply sources. The net result of this 
communication is the creation of a single information systems platform in which all the departments 
can see the same data at the same time from their own perspective and can develop their individual 
plans (production, marketing, or financial) that are well-aligned with the overall business strategy. 
For example, the improved communication facilitated by the S&OP process has enabled ExxonMobil 
Chemical (Exxon Mobil Corp., Irving, TX) to create and work with a single information system that 
allows the company to better align its supply plans with the company’s worldwide business strategy, 
improving customer response times and saving the company millions of dollars in the process.9

Sales and Operations Plan: Inputs and Outputs
Figure 17.1 shows some key internal inputs to a company’s S&OP. Demand forecasts, capacity con-
straints, and corresponding outputs such as the sales plan or operations plan and the departments 
responsible for providing and producing these inputs and outputs are all part of this schematic. In 
addition, other important outputs from a sales and operations plan include a finance plan, human 
resources plan, and inventory plan. Figure 17.1 also shows some key elements of both the sales plan 

TABLE 17.1: Objectives of Sales and Operations Planning

•  Arrive at a consensus for managing the mismatch between supply and demand.

•  Establish greater accountability for the individual plans (sales plan, operations plan, financial plan) developed by 
the various functional groups.

•  Determine the total resource capacity needed for the planning time frame (6 weeks to 18 months).

•  Develop a minimum cost strategy for effectively meeting demand.

• � Establish a company-wide game plan to allocate resources efficiently to meet the aggregate demand for product 
groups or families over the medium-term time horizon.

•  Develop a supply plan that balances the conflicting needs and constraints of the supply chain partners.

•  Coordinate supply chain partners.

•  Establish communication among various stakeholders, including finance, marketing, production, and suppliers.

An Unusual  
Strategy


