WHY DO WE NEED S&OP?
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One of our biggest challenges in the Sales & Operations Planning (S&OP) process is having multiple sets

of numbers to plan our business around: the AMPS Field Call, the Financial plan, the Consensus number,

and various other numbers create an air of distrust in and a lack of clear ownership of numbers and decisions.
“Modifications” to the process by different categories have made it inconsistent across the business, putting
continuity and effectiveness of the S&OP process into jeopardy.

| need an explanation of
your forecast for the next
six months. We’re going
to need an hour to talk.

Is this going to help
us meet our numbers?

Why even bother
doing a forecast?
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The Key Players:

Head Office Sales

0! »
Finance

Supply Chain

Brand Building

Explain the variance.

We had no way to
| need to be selling, anticipate this demand.

not planning!

| had no idea.

Customer pulled out
at the last minute.

How are we going

I’'m too busy! to close this gap?

I’ll just copy and
paste from last
month’s forecast.

The product
wasn’t available.

| need 500 more
for FoodMart.

sets of numbers and inputs.

We don’t have
the capacity to
make any more.

MultiPle sets of numbers

Your forecast doesn’t
meet the target. You
need to change it. Reacting, not Planning

Leadership meetings result in short-term directives;
we’re reacting to near-term situations instead

of planning for the long-term. In forcing the plan
to meet the hard target, there is no admission

| want to review
next month’s
inventory targets.

We need to increase
the trade spent at
FoodMart right away!

We're 10% off-target.
We need to increase
sales immediately!

Well, you need
to look at it in
a different way.

Why didn’t we
hit the target? I’'m not sure about how
this new product launch

is going to work.

No Time to Sell! Determine What Happened
Sales perceives that they spend When Finance closes the month, too much
too much time planning and not time is spent in explaining variances and
enough time selling. closing gaps for the future based on various

Lack of communication

that targets will not be met. R t|VQ
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| need to get this long-
term forecast done.

be 5o0.

| don’t really
believe this.

If the forecast was
better, you would’ve
had the product.

We’re falling behind
our targets. How are we
going to make this up?

We need to revisit that
innovation launch plan.

Well, we would’ve met
the numbers if we’d
had the product!

They’re never
interested in Supply
Chain issues.

Short-term Focused

In leadership meetings, we spend too much time comparing and
debating the numbers, when we could be planning for success.
It’s too late to be discussing the current month’s forecast, since
we can’t do anything about it. It’s reality, not a plan! With
multiple numbers, no one knows which forecast is being
discussed or how to reconcile it to their functional reality.

We need to move Market
Development Costs from
Brand A to Brand B.

How will we explain
this to the GM?

Forcing Forecast to Target

Dollarization, which should be a strict accounting activity, is
sometimes used to make up gaps in the other areas. Forecast
currently doesn’t take mix into account. Persuasive participants
in the consensus process may deliberately drive the forecast
to come out closer to the target instead of developing the

true forecast of what the market can absorb.

We don’t have enough
trucks for week four.

The short-term
forecast should
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Forecasting in Silos

Multiple forecasts are generated in functional silos.
Cross-functional interaction is insufficient and untimely.
Within the supply chain function, planning, supply
management, manufacturing, and distribution do not
share relevant information consistently. Information
about new product introductions is not always
communicated between Brand Building, Customer
Development and Supply Chain Planning.

What’s your production
capacity for next year?

We have a shut
down next week.

| need at least a
six week lead time.

You've never done
500 before. Why do
you think you’re going
to do it this time?

No way I'm telling
the factory to meet

this forecast.

We don’t have
capacity for
that product.

Why didn’t this
new product ship?

We Agree but We Don't Agree

Consensus meetings have devolved to only some functions using
the consensus forecast, creating distrust in the numbers. Supply
Chain Planning takes ownership of this process. The focus of the
various other meetings is on “what the forecast is” and not “what
are we going to do about it?” With varying degrees of preparation,
participation, and persuasion, participants feel they are driving the
business towards a pre-determined financial plan.

Working together, we will create a new,

more productive environment. Turn the
page over to see how S&OP will help.




