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and service mix offerings. In cases like these, a single aggregate sales forecast is not useful for 
determining the resource requirements. Therefore, the bottom-up planning approach is used when 
management calculates the resource requirements for each individual set of products or services and 
then combines them to get an overall picture of resource requirements.

17.4 Options for Influencing Demand and  
Supply in Sales and Operations Planning
The primary focus of the sales and operations planning process is to balance supply and demand in 
the face of demand uncertainty. To achieve this balance, managers can attempt to influence demand or 
supply while developing sales and operations planning strategies. Table 17.2 presents the options for 
influencing demand and supply.

Options to Influence Demand
The options to influence demand are intended to manipulate the demand side of the sales and oper-
ations plan, and hence, their use is a more proactive way to match supply and demand. We describe 
the options listed in Table 17.2.

•• Price.

In S&OP, when there is a mismatch between supply and demand, planners can use price as a variable 
to balance the two. For example, to smooth out demand for seasonal items such as air conditioners, 
retailers offer them at a much lower price during the winter months to push sales of any excess inven-
tories left over from the previous summer (peak demand). Similarly, hotels, airlines, and movie the-
aters offer lower rates during off-peak periods, as for night-time travel and matinee shows. The Four 
Seasons Hotels Ltd. (Toronto, Ontario, Canada) offers steep discounts at their ski resort in Whistler, 
British Columbia, and at their property in Scottsdale, Arizona, during the summer to boost otherwise 
low demand. The use of price differentials is to shift demand to those slack periods to reduce the 
excess capacity (rooms and seats), matching demand more closely with available supply. The oppor-
tunity cost of using price to shift demand from peak to slack periods, however, is lost profit during 
peak demand periods because of the lack of sufficient capacity to meet demand during these periods.

•• Advertising and promotions.

Advertising and sales promotions are often used to influence demand for products or services. 
Nevertheless, although sales promotions are short-term efforts that reduce price as a way to increase 
demand, advertising is an investment to improve demand for the company’s products over the long 
run by adding value to a company’s brand. Both options are intended to increase the customers’ value 
perceptions of the product or service. Whereas sales promotions increase the perception of value of 
the product or service by reducing the cost, advertising increases value perception through a com-
parison of the benefits of a company’s product or service relative to its cost.16 Both advertising and 
promotions can be used in S&OP to influence demand so that it closely matches available capacity. 
Yet, the success from using either of these options depends on when they are used and the extent of 
customer response. For example, if sales promotions efforts are not timed properly, the sudden surge 
in demand may stress a company’s production capacity to a point that it will be unable to meet the 
market demand for the product.

Compare the options 
for influencing 
demand and supply in 
implementing a sales 
and operations plan.
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TABLE 17.2: Options to Influence Demand and Supply

OPTIONS TO INFLUENCE DEMAND OPTIONS TO INFLUENCE SUPPLY

•	 Price
•	 Advertising and promotion
•	 Back orders and reservations systems
•	 Developing counter-seasonal products and services

•	 Varying the workforce size
•	 Use of overtime or slack time
•	 Use of inventories
•	 Use of part-time workers
•	 Use of subcontracting 

Influencing Demand


