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What does a great S&OP process look 
like and why should you care?

How can you use S&OP to generate cash 
and improve inventory

How to use a Kaizen approach to 
reboot the process

How do you identify (define or determine) 
critical/essential leading and lagging 
metrics?  Which one’s are most critical?
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What does a great S&OP process 
look like and why should you care?1
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“We run S&OP, but I’m not satisfied”

Process
High

High

Low

Results

Where are you on Process?Where are you on Results?
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Build from 
scratch

A

Document 
and train

B

Assess and 
correct

C

Continue 
to improve

D
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What I hear from my team5

• We can’t start S&OP until we clean up our data

• We can’t forecast our demand accurately enough to effectively do long term 
capacity analysis

• Participation by the functional groups are not always consistent

• We have orders that have not been properly entered into our MRP system

• We took orders and we do not have the capacity to meet the demand

• Our operations are not hitting their financial plan consistently

• Key suppliers are not able to meet our demand

• Inventory is higher than we need and I’m not sure what’s driving it

Process

Results
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Where Does S&OP Fit Into My Business Planning6

Yearly
Annual 

Operating  
Plan

Long-Range 
Strategic PlanTime Frame:

Daily 
OperationsDaily
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Simple Concept But not Simplistic to Implement7

Demand

How to measure 
potential of demand?

Opportunities

Qualify

Capture

Near Firm

Firm Balance

Financial Plan

$$

How far to go within the 
Value Stream?

Supply

A C

B
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Sales & Operations Planning

Process that maintains a singular 
fully-linked business operating plan. It 
aggregates and balances all demand 
and supply at an appropriate level.

Most importantly it is a key process to 
achieve balance between customer 
satisfaction and business demands

WORK IN
PROGRESS

MANUFACTURING 
LEAD TIME

INPUT RATE

OUTPUT RATE

CAPACITY

DEMAND MANAGEMENT 
DISTRIBUTION PLANNING

SOP
MPS

MANUFACTURING/
SUPPLIERS CAPACITY

NEW ORDERS

ORDERS

8
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How can you use S&OP to generate 
cash and improve inventory2
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S&OP is a Key Enabler to Drive Cash by Synchronizing 
The Supply Chain with Demand

Customer 
order/sale

Order 
materials

Receive 
materials

Pay for 
materials

Deliver order Receive 
payment

Production lead time

Increase:

DIO DSO

DPO

Decrease:

Days Payable Outstanding (DPO)

• Establish agreements with 
reduced lead time 
requirements for materials

• Provide forecast information 
to suppliers to minimize long 
lead purchases

• Optimize reorder points and 
quantities

Days Inventory Outstanding (DIO) S&OP Levers

• Raw Materials:

- Optimize reorder points and quantities

- Align order planning to production planning lead times

- Change management and control processes

- Leverage supplier managed inventory 

• WIP/Stock

- Optimize WIP to achieve “standard WIP” to match Takt Times

- Leverage “Lean” practices to drive increased velocity & yields

- Avoid adding artificial lead time in inventory planning

• Finished Goods

- Strategically manage level of finished goods kept on hand 

Days Sales Outstanding (DSO)

• Actively pursue outstanding 
customer debt with rapid 
resolution of trouble invoices

• Evaluation of customer provided 
financing vehicles

• Manage all customers towards 30-
day receivables period

• Active management and 
measurement of aging w/ root 
cause analysis and correction

10

Cash out
Cash in

Cash cycle
DIO DSO DPO+ -

Clock
Starts
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How to use a Kaizen approach 
to reboot the process.3
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The Dilemma

This Photo by Unknown Author is licensed under CC BY-NC
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https://stevemouldey.wordpress.com/2014/07/14/why-does-education-have-so-many-chicken-and-egg-arguments/
https://creativecommons.org/licenses/by-nc/3.0/


Rapid Approach to Implementing S&OP13
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Kaizen Lifecycle

Team selected

‘What to Expect’ 
presentation with team

Data collection

Kaizen scope revised, as 
necessary

Understand/define the assigned 
problem (may include flow charting)

Receive Training

Implement Improvements

Create an Action Item list for Open 
Items

Complete Action Items

Identify follow-on 
improvement 
opportunities 

Close the project and 
recognize success

Team Prepares:  
Data Collection & 
Process Review

Team reviews 
issue/problem, receives 

training and 
implements 

improvements 

Complete Action Plan →
Close the project

Define 
problem/ 

issue

Sponsor, Team Leader 
and Lean Leader meet 
to develop team 
charter (Objectives, 
Scope, target time 
frame)

Select team members 
and conduct 
stakeholder analysis

Kaizen Session

Start 1 - 4 weeks 5 days 30 days

14
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Typical Kaizen Week15

Critical status check with 

Steering Committee to give 

authorization to proceed
If you are going to 

de-scope or re-

scope it should be 

discussed here

Leadership / Steering 

Committee discusses and 

approves recommendations 

for the ‘Path Forward’
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Sales Forecast

Demand 
Planning

Supply
Planning

Executive 
SOP Meeting

Utilize Proven Tools to Document Processes

Do the Detailed Work to Establish Clear 
Processes and Responsibilities
• Utilize SIPOC methodology

• Establishes clear ownership for each step

• Documents the steps to perform each step

• Creates a very straight forward process to identify leading 
and lagging measures

16

Collaboration 
Meeting

SIPOC Process:

Collaboration Meeting
Process Objectives:

SUPPLIERS Inputs Process Outputs Customers

Debrief Prior Months 

Performance

Report of prior month performance Executive Review Meeting

Sales Department Demand Plan from Sales
Sales and Demand review

Customer Demand by platform, 

build area, customer, month and $

Executive Review Meeting

Operations / Supply Base Results of Simulation - 

Scenarios:  Production plans 

(load in hrs by WC), Required 

Head Count (Direct & Eng, QA, 

ME , etc) Tooling needs, 

Machine time needs, Vendor 

Actions and Financial Impact

Supply/Capacity Review - 

PFEP Review, Inventory, 

Ship Plan, Constraints

Capacity Review - Capex, Material, 

Labor Tooling support labor (ME, 

QA, misc.) recommended 1 to 2 

scenarios.

Executive Review Meeting

Reconciliation Discussion
Revenue, Inventory, Profit, Arrears 

Forecast

Executive Review Meeting

Operations Risk and Opportunities from 

Demand
Risks and Opportunities 

Discussion

Risks and opportunities Executive Review Meeting

Supply Department Risk and Opportunities from 

Supply Develop Counter Measures / 

Action Plan

Actions based on Scenarios, Hire, 

CER, Policy Release & Portfolio.  

Have forms available for the 

executive signatures.

Executive Review Meeting

Document / Prep for 

Executive Review

Deck for Exective review

Created By:

Updated:
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Build the Understanding

State Your Case
Make your pitch 
custom to your 
particular business
challenges you face

Share what’s in for the 
business or them 
personally

Make it simple
Don’t overcomplicate 
your message or what 
you are trying to 
communicate

Get influencers on 
board early
Find peers who can 
share their 
experience – Road 
trip

Share quick wins
Success builds upon 
itself so share little 
wins with the team

Be persistent
Over communicate 
and stay the course

17
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Why People Don’t Engage18

Increase Financial Predictability

Improve Cash Flow

Reduce Inventory

Increase On-Time Delivery

Increase Customer Satisfaction

Engagement typically 
doesn’t occur until a clear 
understanding of what the 
system can provide either 
the business or them 
personally. It’s the “What’s 
in it for me” syndrome!”
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Rapid Reboot or Implementation19

Executive sponsorship is critical to success

When you get it capitalize on it! - or - don’t 
waste their time!

Our experience shows a S&OP process can be 
deployed in 1 week
• Concise pre-work
• Implement via kaizen methodology utilizing the SIPOC process
• Hold initial S&OP meeting at end of first week
• Persistent follow-up
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How do you identify (define or determine) 
critical/essential leading and lagging metrics?
Which one’s are most critical?4
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How Do You Gage the Effectiveness 21

Measure Process

Measure Results

Measure It
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Sales & Operations Planning - IPO

How do you identify leading 
metrics?

How do you identify 
Lagging metrics?

Example from a client

INPUTS

FIRM DEMAND

FORECAST

ACCURATE DATA

REWORK/UNSCHEDULED ACTIVITY

OUTPUTS

MATERIAL/LABOR FORECAST

FINANCIAL FORECAST

END ITEM FORECAST

CHANGES TO THE MASTER SCHEDULE

ID CRITICAL SHORTAGES (INSIDE LEAD TIME)

EQUIPMENT CAPACITY & UTILIZATION

PROCESS

Forecasting future business      
(1 ½ to 2 times Lead Time)

Input review – data integrity 

Simulate impact of schedule changes

Analyzing Supply & Demand

Capacity & factory loading

Communication and alignment

Escalate and resolve critical issues

Tools

ERP

Simulation Tools

Factory Specific tools for 

modeling capacity and WIP

22
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Measurement Selection

Use process driven approach to selecting 
metrics

Down select to critical 1 to 3 leading and 
lagging indicators

Questions to ask to help down select

• Why is the measurement useful

• Who really cares about this metric

• How is the measurement calculated

Examples:

• Process Adherence by 
department – Leading

• Inventory Turns -
Lagging

23
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Delivery Performance to Need Date24

• Title of Measurement  

• Description of measurement  

• Why is the measurement useful  

• How is the measurement 
calculated  

• Who creates the measurement 

• Is it available or does it need to be 
developed

Actual Delivery to Need Date

Must of Well-Defined 
Metrics
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To learn more about CBS capabilities, or for a 
personal consultation with a member of the CBS team:

Call us at (973) 509-0110 x147 or 
Visit our website www.cbsteam.com

Follow CBS on LinkedIn linkedin.com/company/cbsteam

Questions?

http://www.cbsteam.com/

