
Notes accompany this presentation. Please select Notes Page view.
These materials can be reproduced only with written approval from Gartner.
Such approvals must be requested via e-mail: vendor.relations@gartner.com.
Gartner is a registered trademark of Gartner, Inc. or its affiliates. 

Conquering the Seven Deadly Challenges 
of Sales & Operations Planning

Jane Barrett

AMR Research Team – Industry Value Chain Strategies



1
3/3/2010

Welcome! 
Here’s how to participate in today’s webinar
• You can listen to the presentation using your 

computer’s speaker system as the default 
(VoIP).

• Or dial the conference line by selecting Use 
Telephone in the webinar audio pane.

• Have a question for the presenter(s)? Type it 
into the Questions pane—we will answer as 
many as time permits.

• A recording of this presentation will be sent 
to you within 48 hours.

• If you would like a copy of today’s 
presentation, contact your Gartner Account 
Executive or e-mail us at: 
GartnerWebinars@gartner.com. 

• Please note you may be polled during the 
webinar; only aggregate answers will appear.
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Our world-class, objective insight is drawn 
from thousands of daily client interactions

65% of 
Fortune 1000;

85% of
Global 500

60+ 
Conferences

3,700
CIOs

650 Analysts 
Across 80 
Countries

100,000
IT End-User

Inquiries 

10,000
Media

Inquiries

2 Million+
IT End-User 

Searches

60,000
Clients

10,000 
Client

Enterprises 

5,500
Benchmarks
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Jane Barrett
Vice President, Industry Value Chain Strategies 
AMR Research

Joined AMR Research in June 2006  focusing on research and advisory assistance in:

-Value Chain Strategy and Planning

-Sales and Operations Planning

-Supplier Management

-Metrics & Scorecards

As an analyst, Jane has helped organizations across manufacturing industries with strategy, 
definition, best practices and insights from leaders in these areas. AMR Research 
methodologies, frameworks and maturity models are used to diagnose current state and 
support the creation of a vision and roadmap for the initiative. Included in the roadmap 
process is identification of prioritized projects and action items.

Prior to joining AMR Research , Jane spent  20+ years in IT, manufacturing, technology, and 
consulting industries., working for QAD, Fujitsu Glovia, OpenPro, Hewlett Packard and 
Unilever.  Jane moved to the US in 2000 and earned her bachelors degree from University of 
Natal, South Africa in 1983.



Risk Insights

Product

Demand Supply

S&OP is at the Intersection of being Demand-driven

Shape Profitable 
ResponseSense

Opportunities

Sales & Operations Planning

The AMR Research Framework for becoming demand-driven



S&OP Process Definition Changes

1990s Early 2000 Demand-driven 
Leaders

1. Develop a demand 
forecast

2. Balance demand with 
supply

3. Consensus meeting
4. Publish the plan

1. Collect sales input
2. Develop a forecast
3. Shape demand 

consensus refinement
4. Develop a constrained 

supply plan
5. Review and gain 

agreement through a 
Consensus meeting

6. Publish the plan

1. Collect sales and market input
2. Develop a demand plan
3. Demand consensus refinement
4. Shape demand based on what-if analysis 

on demand for supply
5. Develop a constrained plan by supply
6. What-if analysis by supply to determine 

trade-offs on the measurements and 
identify demand-shaping opportunities

7. Review and gain agreement through a 
consensus meeting

8. Publish the constrained plan
9. Measure and communicate the plan



S&OP Key Research Findings 
- As the curtain closes on the recession, S&OP has gained steam

- Performance gaps have grown

- Metrics remain a stumbling block

- Gap between S&OP and execution

- Data accuracy and timeliness issues causing pain 

- Better use of technologies drives S&OP maturity

- No clear definition of S&OP technology space

AMR Research study of 182 manufacturers/retailers – August 2009
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Drive grow th
through new

product
introduction

Meet the f inancial
plan

Jointly develop
profitable

operational plans 

Becoming a global
player in new

markets

Manage demand
shaping activities 

Collaborate w ith
strategic partners

Develop risk
mitigation
strategies

Consensus
based demand

planning

Top 3 Box

Most Important

Business strategies S&OP process is focused on

N =182 Total Respondents



65%

55%

53%

48%

48%

47%

46%

46%

42%

41%

40%

38%

28%

36%

37%

35%

38%

38%

32%

34%

32%

36%

Increasing revenue

Improving forecast accuracy

Improving new  product launch 

Improving logistics planning 

Better supply planning/chedule adherence

Improvements in the perfect order/customer service

Capital planning and asset management `

Improving asset utilization

Improve translation of demand into procurement
requirements/buy-side contract needs

Developing and executing demand shaping programs

Reduction of inventory

[TOP 3 Box Summary]

Business Benefits – Importance vs. performance
Performance
Gap Score

27%

27%

18%

11%

14%

9%

8%

14%

9%

8%

4%
N =  182 Total Respondents



Q: What’s your biggest benefit to running S&OP?

A. Improving new product launch effectiveness

B Improving forecast accuracy

C. Increasing revenue

D. Improvements in perfect order / customer service

E. Better supply planning / schedule adherence



[TOP 3 Box Summary]

S&OP capabilities – Importance vs. performance

70%

68%

66%

60%

55%

51%

48%

43%

41%

37%

29%

44%

40%

44%

40%

41%

43%

36%

25%

44%

29%

26%

Collect sales/market input

Develop a demand plan

Communicate the plan/measure effectiveness 

Review /gain agreement of total demand, supply and f inancial plan 

Use S&OP for the annual planning process

Evaluate implications of a constrained supply plan 

Use S&OP for demand plan execution

What-if  analysis by supply to determine trade-offs o

Publish the constrained plan

Shape demand based on w hat-if analysis of demand 

Demand consensus refinement
Importance
Performance

26%

28%

23%

19%

14%

9%

12%

18%

-3%

8%

3%

Performance 
Gap Score

N =  182 Total Respondents



Stage I
Reacting

II
Anticipating

III
Collaborating

IV
Orchestrating

Balance: 
S&OP

Goal Development of an 
operational plan

Demand and supply 
matching

Profitability Demand sensing, and 
conscious tradeoffs for 

demand shaping to drive an 
optimized demand-response

Ownership S = Sales
OP = Factory 
capabilities

S = Sales and Marketing 
Plans

OP = Planning and factory 
capabilities

S = Go to Market Plans
OP = Design of demand 

driven plan, make & deliver 
processes 

S = Go to Market Strategies and 
Solutions

OP = Translation of demand  into 
plan, make, deliver, source and 

service strategies, with connection 
to execution

Metrics Order fill rate, asset 
utilization, inventory 

levels

Order fill rate, forecast 
error, inventory turns, 

functional costs

Demand error, customer 
service, working capital, 

total costs

Demand risk, customer service, cash 
flow, market share and profit

OP

S

OP
OP S OP

Increase in Organizational Balance

S&OP Maturity Model
27%                       40%                        19%        14%

67%  of companies cannot get beyond stage 2



A. Excellent – S&OP serves us well. 

B. Good – but requires further maturity to fully utilize

C. Average – we are stuck and need to re-invent for greater utility 

D. Poor – requires significant improvement in definition, strategy, 
alignment and function.

E. Do not utilize an S&OP process

Q: How would you rate your S&OP Performance?



30%

20%

18%

17%

14%

We use attribute-based
forecasting techniques

along with market
intelligence

We wait until the new
product is through ramp-
up before we include it in

the S&OP process

We use a rough cut sales
forecast from sales or

marketing

New product launch is a
separate process

New product
introductions are fully

integrated in the process
across the full planning

horizon

N =  182 Total Respondents

Plans for new product introductions
Q. Which of the following best describes your company’s plans for new product introductions as it relates to S&OP?

Only 14% have an 
integrated process, yet 
NPI is the top strategy 
S&OP is focused on



Q: What is the single biggest challenge within your S&OP 
process?

A. Quality and timeliness of data

B. Moving from demand and supply matching to profitability as the goal

C. Driving use of the plan in daily operations

D. Connecting strategic initiatives 

E. Coordination of global teams

F. Other



Getting out of Neutral – Why is it so hard?

The 7 Deadly Challenges of S&OP:
Change Management

- Clarity of goal 
- Alignment to strategy
- Reward systems
- What is a good decision?
- Governance
- The Role of the Forecast
- Connection of planning to execution



3 Year

SOF Annual
Budget
Process

Quarterly

Reforecast

New Activities

Review

Demand

Review

Financial

Reconciliation

Annually

Quarterly

Monthly Exceptions

Based Risk/Opportunity 
Proposals

CER 

Review

Demand

Consensus

Supply

Consensus

Inter-
Regional

Calls

Strategic Business Planning

Tactical Planning               
Product Line 

Product Family Level

New Focus of S&OP – Medical Device Company

Strategy Map and 
Aligned KPIs

MANAGEMENT
 BUSINESS

 REVIEW 

Integrated Reconciliation

Supply

Review



Balance is Required
7 Levers of Agility

• Postponement/late-stage 
differentiation

• Drive transparency through VMI 
and SMI

• Design for supply and reuse

• Logistics policies

• Adaptive networks

• Flexible manufacturing 
strategies

• Tie agility strategies to demand 
shaping

7 Levers of Agility
• Postponement/late-stage 

differentiation

• Drive transparency through VMI 
and SMI

• Design for supply and reuse

• Logistics policies

• Adaptive networks

• Flexible manufacturing 
strategies

• Tie agility strategies to demand 
shaping

7 Demand-Shaping Levers
• Marketing programs

• New product introductions

• Promotions

• Trade deals

• Sales incentives

• Price management

• Supply shaping/runout strategies

7 Demand-Shaping Levers
• Marketing programs

• New product introductions

• Promotions

• Trade deals

• Sales incentives

• Price management

• Supply shaping/runout strategies



The Hierarchy of Supply Chain Metrics

Supplier 
Quality

Supplier 
On-Time

Purchase 
Costs

Dir Mtl 
Costs

RM 
Inv

Cost 
Detail

Production 
Schedule 
Variance

Plant 
Utilization

WIP + FG 
Inventory

Order 
Cycle 
Time

Perfect 
Order 
Detail

Correct

Diagnose
AP AR

Inventory 
Total

Cash-to-Cash

Assess
Demand 
Forecast

SCM 
Cost

Perfect 
Order



Supplier 
Quality

Supplier 
On-Time

Purchase 
Costs Dir Mtl Costs

Cost 
Detail

Production 
Sched 

Variance

Plant 
Utilization

Order 
Cycle 
Time

AP AR
Inventory 

Total

Cash-to-Cash

Perfect 
Order

SCM 
Cost

Demand 
Forecast

Diagnose

Correct

WIP +  
FG 

Inventory

Assess

On par

Below par

Above par

Key:

Perfect 
Order 
Detail

“Consciously Excellent”

What Good Looks Like….



Example: Chemical Company Change Impacts

Mindset

Process

Tools

Primarily, DDBO is a change in MINDSET, as the 
business moves from a Supply Driven to a Demand 
Driven mentality.  

The mindset is formalized through the Demand Driven 
Business Operations PROCESS. 

Once the mindset and work process are established,  
TOOLS enable individuals in executing specific tasks. 
Tools support work throughout the DDBO sub-tracks. 

For Demand Driven Business Operations to be successful, people must change their 
MINDSET to accept and learn the PROCESS using TOOLS as needed.



Business Implementations – eS&OP
Business Steering Team
Global business Leadership - ownership and 
oversight of implementation

Business Implementation Team
Configures processes and tools to meet business requirements

Biz Implementation Leader*

Biz Manufacturing Rep

Biz Commercial Rep

Biz Financial Rep

Biz Supply Chain Rep

DDBO Implementation Advisor

Project Manager

DDBO Implementation Specialist

Human Performance Specialist

Business resource

DDBO project resource



Demand Maturity 

Orders Orders

VMI

Forecasts
Constraint-
based S&OP

Demand 
Visibility

Channel 
Sensing

Demand 
Shaping

Market 
Opportunity

Opportunity-
based S&OP

Active Demand Translation

MRP

I II III IV

Reacting Anticipating Collaborating Orchestrating



S&OP Meeting Structure – Discrete Manufacturer

Statistical 
Forecasts
(Prod.
Trend 
Analysis)

Demand 
Forecasting

Review

SALES

Demand
Planning
Meeting

SALES

Capacity/
Supply

Planning
Meeting

SUPPLY CHAIN

Pre-S&OP
Meeting

FINANCE

Executive
S&OP

Meeting

LEADERSHIP

Input Previous
Month Data

Demand
Forecast Review

OEM Product
Review

Brand Update

Order Review
Summary

- Field Input Changes
- New Products
- Promotion Plans
- Price Changes
- Competitive Analysis
- Industry Dynamics
- Economic Conditions

Demand
Forecast

Operations Level
Plan Review

Materials/Supply
Meeting

Operation
Planning

- Operations Planning 
Changes
- Supply Component 
Constraints
- Productivity
- Product Availability

Supply/
Capacity
Constraints

S&OP
Financial Plan

- Order Weakness
- TM Outlook
- Shipment Capabilities
- Product Availability

Updated
Fin. View
of Business

Int/Can. Order
Plan

Red Text

Green Text

S&OP Meeting

Planning Meeting

Input

Output

- Authorize changes in 
production or procurement 
where significant cost is 
affected
- Accept/Decline course of 
action for each product 
category
- Break “ties” where Pre-S&OP 
could not reach consensus
- Review customer service 
issues

EOM Ship File

EOM Inv File

Monthly
Production

Measures Rep.

S&OP
WKSHT

Demand
Forecast
Report

Demand
Forecast

S&OP
WKSHT

SKU
Detail Sheet

OEM
Order Sheet

PROMOTIONS
NEW PRODUCT

Open
Order

Summary

Open Order
Analysis

Top 20 Report
Operations
Planning
WKSHT

LEAD TIME
TO ORDER

S&OP
WKSHT

Critical
Component

WKSHT

S&OP
WKSHT

Month
Actuals

Constrained
Forecast

Constrained
Forecast

- Recom.
of Product
Categories
- Scenarios
of Alternates
- Areas of
no Consensus

S&OP Agenda

S&OP
WKSHT

Outlook

S&OP Agenda

Outlook

Tool tool

Expected
Product

Availability

Daily
S&OP Report
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Recommended Research  

Research conducted by AMR Research:

• Conquering the Seven Deadly Challenges of Sales and Operations 
Planning

• Sales and Operations Planning: Transformation From Tradition 
• S&OP Technology Market Update: Picture Still Murky
• Embraco Transforms Its Value Chain Through Integration of S&OP 

and Order Fulfillment 
• A Chemicals Formula for S&OP Success 
• Just How Long Do We Have To Wait for True S&OP in Life 

Sciences? 



Upcoming Gartner Events

Other AMR Research Supply Chain Events
Conference:
• June 2-4 AMR Research Supply Chain Executive Conference (Phoenix)

Webcast:
• March 23 The AMR Research Top 25: Lessons from Leaders (Debra Hofman)

www.amrresearch.com

http://www.amrresearch.com/


Upcoming Gartner Events

gartner.com/us/bpm
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Thanks for participating! 
Do you have any questions?

• If you haven’t done so already, please 
type your questions into the Questions 
pane.

• We will answer as many of your 
questions as time permits.



Two simple steps for increasing the value 
of today’s webinar experience 
• Contact your Gartner account executive 

(or e-mail GartnerWebinars@gartner.com) with 
any additional questions, comments or requests. 

• Visit gartner.com/webinars for a schedule of 
upcoming Gartner webinars (plus replays of 
previous webinars) and share these resources with 
your colleagues. 

• For a complimentary copy of today’s presentation 
please go to gartner.com/webinars. A copy of the 
presentation will be available within 24 hours.
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