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EXECUTIVE SUMMARY

         Sales & Operations Planning, primarily its volume and financial planning component called Executive S&OP, is quite simple in its structure and logic. This often misleads companies into assuming that the process is simple to implement, while nothing could be farther from the truth.
        By far the most important element in implementation is the mindset and attitudes of the people, and the changes that need to be made in that regard. Other elements such as software tools, data, and the specifics of the process may be essential, but they’re of far less significance.  Given this, we can conclude that successfully implementing Executive S&OP is essentially a matter of change management. The amount of change is significant. It’s not a matter of doing something better; it’s about doing things differently – to be better. 
        This requires organizational behavior change, and that will not happen by itself nor will it come easy. However, the rewards that come from a successful Executive S&OP process are great (for more on rewards, see the white paper Sales & Operations Planning: Costs and Benefits, available at www.tfwallace.com). Some of the changes need to occur at the top management level because these people must be directly involved, hands on, with the process if one is to get the kinds of benefits of which the process is capable. 
      A primary element in implementing Executive S&OP is people’s understanding, which enables people to see the what, the why, the how, and the what’s-in-it-for-me of this new way of doing things. Certain other behavioral issues – such as silo mentalities, sub-optimizing metrics, “shoot the messenger,” and so on – need not be totally changed at the outset. Companies have found that the implementation can begin with some of these issues still in place, and the beneficial presence of Executive S&OP goes a long way towards muting or eliminating them. 


INTRODUCTION



“This stuff is simple” is a common misunderstanding about Sales & Operations Planning – specifically its volume and financial planning component that we call Executive S&OP
. Many companies have been blindsided by this apparent simplicity, attempted to implement it using that assumption, and failed.

Why? Because their efforts were based on a half-truth: that Executive S&OP is simple. This contains elements of truth and thus makes it so easy for people to be misled. Yes, one element of Executive S&OP is simple: the basic logic that underlies the process. Folks, that’s the least of it. 

Some years ago, I talked with a gentleman from Ford Motor Company’s Lean Supplier Institute, whose job was to help Ford suppliers implement Lean Manufacturing. We were talking about making meaningful changes, and he said something I’ve remembered all these years: “The hard stuff is the soft stuff.”

Bingo! What he was saying is that the difficult parts of making change (the hard stuff) are not machinery or computers or software. Not at all. By far the bigger challenges are people’s attitudes, perceptions, mindset – the soft stuff.

Let me present two hypothetical S&OP project leaders, both of whom are bright, hard working and have a good track record. In describing the implementation plans at Company A, Alex the project leader, says:

“We’re doing the software search right now. That’s going to take about three months and another three months to fit it in to our business and get the reports just the way we want them. Then we’ll start to involve the Supply Chain people because they’re the primary user. We want to get that part of the process working really well before we try to bring the Finance people in to tie the financials into S&OP.”

Now let’s hear from Company L’s project leader, Lee:

“Implementing S&OP is primarily a head game; it depends so much on what’s in the minds of the people, primarily the top management group. We’re going to involve them at the outset, explain what this S&OP stuff is all about and that it won’t work without their continuing hands-on participation. Our goal is to get their commitment at the outset; only with that will we get the participation of the other essential groups. 

A disclaimer: this paper will not “cover the waterfront” of the field known as Change Management. That is beyond my sphere of competence, such as it is. What I do know a bit about is how to make this process work and the urgent need to change attitudes, mindsets, and behaviors.

As my partner Bob Stahl says, “It’s not a matter of doing something better; it’s about doing things differently – to be better.” Doing something incrementally better is often easy, while doing things quite differently – to become substantially better – can be very challenging indeed.

PRIORITIES – THE ABCs
There are three major elements in this Executive S&OP effort: software tools, data and process, and mindset of the people involved. We can prioritize them by the classic Pareto ABC approach, just as we do with items in an inventory: the A items are really important, the B’s are the ones in the middle, and C perhaps stands for cheap. The A items are given more attention, because of their importance.

And yes, C may mean cheap but it can also mean, “can’t do without.” If you need a Class C component to make a shipment but don’t have one, then that item becomes important. Ditto for Class C products, which are in the line because they’re needed by some of the company’s best customers.

So here’s the ABC approach applied to implementing Executive S&OP: 

· C – Computer, primarily the software tools

· B – Data and process

· A – People: the mindset issue

They’re all essential, but the A item – the people – is by far the most important. Thus it follows that most of the implementation effort should be devoted to the people. Most means more than half.

Now it’s time for a quiz, which will involve the two project leaders we met a short while ago. First let’s look at Alex, from Company A and ask ourselves: what is Alex focusing on: the A item, or the B, or the C?

Then let’s ask the same question about Lee, from Company L: what is she focusing on?

Okay, those were easy; Lee is focusing on the people, while Alex’s priority seems to be software and data.

Now for what might be a less obvious question: which company has the higher chance for success with Executive S&OP? The answer here is Company L; Lee seems to understand the challenge very clearly.


Well then, why do so many companies take Company A’s approach and concentrate on the technical elements? There’s more than one answer, but here’s a primary one:

because it appears easier. Remember my friend from Ford?: the hard stuff is the soft stuff. It’s often much easier to get involved in software selection and tweaking, spreadsheet design, data mapping and so forth than it is to address the people issues, particularly at the top management level. 

SOME THOUGHTS ON MAKING CHANGES


One of the best acronyms anywhere is WIIFM. This is not an FM radio station but rather stands for: What’s In It For Me. It applies in situations that call for change, where people are going to be asked to leave their comfort zones, learn new things, and do part or all of their jobs differently.

This is where the WIIFM factor kicks in. People are thinking, and often saying things such as:
I don’t think we need to change. We’re okay.

We don’t need to do all that. Actually we’re doing most of it already.

This stuff doesn’t make any sense. It’ll never work.

One starts to hear lots of  “yeah buts” – as in:

Yeah but . . . the bosses will never agree to that.

Yeah but . . . if we do it the new way, what about X?

Yeah but . . . what about those so-and-so’s in 

(pick one: marketing, operations, finance) –  

they don’t cooperate with anybody.
And on and on. People’s mindsets must be changed and the only ones who can make that change are the people themselves. External pressure doesn’t really work. I’m reminded of a cartoon showing a sign on an office wall: 

Employee floggings will continue 

until morale improves.

People will need help with the new initiative, whatever it may be. They must be given the opportunity to understand, appreciate and internalize. To buy in.

News flash! – change comes hard. Of course it does, and we all know that. We humans all have our own WIIFMs, comfort zones, and sacred cows. We need help in making changes, some of us need a lot of help and others not as much.

In a business context, change means changing the way we do our jobs. We refer to it as organizational behavior change. The organization, and its individual components – the people – need to change the way they run the business.

Let’s examine those potential people problems, which can be split into two categories:  individual and organizational.  Individual people problems include:

· Aversion to change


· A schedule that is too busy – or a perception of such


· Reluctance to share information and control


· Discomfort with S&OP, as it may make them no longer THE experts



And of course there are others. 



CHANGE MANAGEMENT FOR EXECUTIVE S&OP

When comparing the change management task in general to the specifics of Executive S&OP, one finds good news and bad news.

The good news is that far fewer people need to change, specifically only those who will be hands-on with the Executive S&OP process. In a company of average size, this could mean two, three, or four dozen people: far fewer than what’s required for Six Sigma, Lean Manufacturing, or ERP for example.


The bad news is that, included in the group of a few dozen people who need to change, are the folks at the top: the executive group. Often, change comes harder to these people than others, and I’ll address that issue a bit later. 

In the last section, we talked about some of the difficulties that individuals have with change. In the organizational category, here are three problems I’ve seen often:


· Discomfort with accountability: an aversion to hold people accountable for getting things done. Some organizations don’t deal with this well and that can be a problem, because Executive S&OP puts a spotlight on accountability. 



· A culture
 of conflict aversion, resulting in reluctance to raise problems and discuss them. The reason for this is often the informal practice of “shoot the 
messenger” – the person who raises the problem is seen as the cause of the problem. Well, Executive S&OP forces conflict to be raised. It must be addressed in an atmosphere of comfort and positive energy.  And . . . the organizational culture must promote such an atmosphere. Organizations must learn how to 
deal with conflict and to resolve it, cooperatively and constructively.

· Lack of discipline and self-discipline. In some companies, the prevailing mind-set is to do one’s own thing.  If that means not preparing for a meeting, or even not showing up for them . . . well, the culture says that’s okay.  With Executive S&OP it’s not okay; this is a cross-functional, highly interdependent, team-based process. The groups must be able to count on all members to do their parts.  

Most companies can expect to encounter some of these kinds of problems, both individual and organizational.  All of the above issues will cause some form of discomfort and stress. To be successful, there must be a willingness to endure this discomfort and thus allow change to take place. Not to deal openly and effectively with these issues of discomfort will prevent change from happening. 

Let’s close this section with another quiz, the first part of which you won’t have much trouble with:

Q. What are the three most important things in buying real estate?

A. Location, location, and location.

Here’s the second:

Q. What are the three most important things in implementing Executive S&OP?

A. People, people, and people.

Okay, so how does one address this people issue? How do you answer the WIIFM question; how do you turn off the “yeah-buts” and convert them into “yes-and’s”? Stay tuned: I’ll get into this shortly, after a few words about the folks at the top.

GETTING THE EXECUTIVE GROUP ON BOARD

In the last section, I mentioned that this change issue can be particularly difficult with top management people.  This sounds backwards; after all, one would think that they would be the most open to changes that would improve the company.

And sometimes that’s the case: the executives as a group are highly positive, enthusiastic, and engaged. In this case, they’re operating based on logic. But in other cases, emotion trumps logic. Feelings get in the way. WIIFM gets in the way.

One reason for top management reluctance is that they have more emotionally invested in their jobs. They’ve worked hard, achieved, are now key players in the future success of the enterprise, are well compensated, and have nice perks: cars, admins, and so forth.

Once again, Bob Stahl: “So here’s a group of men and women who have a track record of success; they’re holding important positions in the company and are responsible for major parts of the business. Getting them out of their comfort zones and accepting, willingly and enthusiastically, a new way of managing major elements of the business – that’s the challenge.”

Two primary ways to implement Executive S&OP are:

1.  Build it and they will come. This means to design it first, get the mechanics       working, and then try to sell it to top management; this approach has a relatively low probability for success.

2. Hold the high ground.  This refers to involving top management at the very outset of the implementation and throughout, and you will probably succeed.

The high ground here is the top management group, most of all the leader of the business. If you can convince him or her of the value of Executive S&OP, your task will become much easier. 

This is best done via an Executive Briefing at the very outset of the project. Covering this in detail is beyond the scope of this paper, and for more on it please refer to pages 78-80 in the book referenced in the footnote on this page. While you’re there, you may also want to check the diagram on p. 75, which shows the total implementation process. 

UNDERSTANDING – THE AHA! FACTOR

Understanding is a key element in people’s willingness to change.  Understanding leads to the aha! factor, which I think of as an anti-WIIFM pill. Understanding defuses the yeah-but’s and helps convert them into yes-and’s. So understanding, the anti-WIIFM pill, is a miracle drug. It’s safe; it’s effective; and you can’t overdose on it. 

Success requires informed people, people who appreciate the value of Executive S&OP and what it can do for the company. Only with that will the process be fully successful. People need understanding: the what’s, the why’s, and the WIIFMs. Understanding includes answers to questions such as:

What’s this S&OP stuff all about?
Why should we do it?
How will it make things better?
Will I be able to do my part?
How about the other people – will they do their part?
What parts of my current job will go away?



Understanding requires not only information but also dialogue: being able to ask questions and get good answers. People need the ability to discuss, to ask questions, and in effect to “shoot bullets” at Executive S&OP. The atmosphere during implementation should encourage people to ask hard questions – very hard questions – about the process. Examples:

“How can you accomplish anything by looking at aggregate numbers? 
We don’t ship aggregated numbers; we ship SKUs. There’s no way this can help us.”

 “I can see how it will work okay in the plants, but how about our contract manufacturers? I don’t think it’ll work with them.”

 “This will never work because they (top management) 
will never agree to get involved.”

POW! POW! POW! Those are shots: There’s no way this can help us is a shot. I don’t think it’ll work with them is a shot. They will never agree to get involved is a shot.

Do the answers to these objections come from reading a book? Hardly ever. They come from being taught the concepts, the principles, and the process in a group setting – and being able to shoot bullets as the need arises. Books can help, but they provide basic information and don’t answer specific questions.
Of course, when someone shoots a bullet, an answer must be provided – by the facilitator or someone else, then or shortly after. And the issue should be kept alive until it’s resolved to the questioner’s satisfaction.
For a list of resources available to support this educational and training process, see Appendix A.


OTHER ELEMENTS IN THE CHANGE EQUATION



While shooting bullets is positive and to be encouraged, it’s a totally different thing to shoot the messenger. If the corporate culture says it’s okay to shoot the messenger, then that will inhibit effective communication, conflict resolution, teamwork, and trust.

Another inhibitor is how people are measured and rewarded. If a key metric for the plants is tonnage, earned hours, or something similar, irrespective of what products were needed by the customers and the supply chain, that will need to be changed. Ditto for sales incentives that reward overselling the forecast, which of course can result in under-forecasting and hence stockouts.

And yet another inhibitor is the silo mentality: us guys versus them guys. If the culture is to play things close to the vest and to give out no more information than absolutely necessary, that too will need to change.

Okay, so how in the world can you get these kinds of things fixed before you start implementation? Answer: with great difficulty, because the enabler of the changed behavior – Executive S&OP – is not yet available. So please, do not wait until you’ve fixed these kinds of problems to get started. That could take forever. Instead focus on the understanding element, get the Executive S&OP process in place, and then you’ll find that solving the other issues – shoot the messenger, suboptimal metrics, the silo mentality – is much less challenging. In some cases, the silo issue for example, they’ll often take care of themselves.


CONCLUSION
I’d like to leave you with a few points that I consider the most important ones made in this paper:

The hard stuff is the soft stuff.

People are the A item.

During implementation, spend over half your time looking after, working with, and worrying about the people. 

Success requires informed people.

People, to become informed, need understanding.

Understanding requires not only information but also dialogue: people must be able to ask questions and get good answers.

If you do a good job on the understanding issue, other needed changes can be more easily addressed later and, in some cases, can fix themselves due to the beneficial effects of Executive S&OP.
I’d like to wish you the best of luck in making this superb process work. If I can help by answering a question you may have, or perhaps point you in the right direction, I’d be happy to help. I probably won’t be able to visit your company, but e-mail and telephones work quite well. My contact info is on the last page.

Tom Wallace
April 26, 2010 
APPENDIX A – LIST OF RESOURCES TO AID IN UNDERSTANDING

BOOKS

Sales & Operations Planning: The How-To Handbook, 3rd Edition by Tom Wallace and Bob Stahl, available at www.tfwallace.com
Sales & Operations Planning: The Executive Guide by Tom Wallace and Bob Stahl, available at www.tfwallace.com
Sales & Operations Planning: The Self-Audit Workbook by Tom Wallace and Bob Stahl, available at www.tfwallace.com
Sales & Operations Planning Best Practices by John Dougherty and Chris Gray, available at www.partnersforexcellence.com
VIDEOS

The Executive S&OP Briefing: A Visual Introduction by Tom Wallace, available at www.tfwallace.com 
The Education Kit for Sales & Operations Planning by Tom Wallace, available at www.tfwallace.com

LIVE SESSIONS

Executive S&OP, by Tom Wallace, 1.5 days sponsored by Executive Education, Fisher College of Business, Ohio State University.
 www.cob.ohio-state.edu/executive-education
Executive S&OP, by Tom Wallace, 1.5 days sponsored by the Institute of Business Forecasting and Planning. www.ibf.org
 The S&OP Best of the Best Conference, each year in June in Chicago, co-sponsored by APICS and IBF, 1.5 days, multiple speakers, Tom Wallace – program chair. 
APICS: www.apics.org  IBF: www.ibf.org, 
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� The meaning of Sales & Operations Planning continues to broaden. In the eyes of many, it now includes detailed scheduling processes as well as the high-level, top management tool that deals with aggregate volume plans, financial planning, risk management, and the like. This is called Executive S&OP, while the detailed tools are labeled Operational S&OP. In this paper, I’ll use Executive S&OP and S&OP interchangeably; for the larger entity, including both Executive S&OP and Operational S&OP, I’ll use Sales & Operations Planning.


� One of the best definitions of corporate culture I’ve heard is: “the way we do things around here.” This of course means that if you want to change the corporate culture, you need to change the way you do things. 


� From Sales & Operations Planning: The How-To Handbook, 3rd Edition by Tom Wallace and Bob Stahl, p 69
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