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Arla	
  Foods	
  has	
  quickly	
  harvested	
  low	
  hanging	
  fruits	
  from	
  S&OP,	
  but	
  conCnuous	
  
development	
  is	
  key	
  to	
  ensuring	
  long	
  term	
  success	
  

 The	
  S&OP	
  process	
  in	
  Arla	
  Foods	
  was	
  iniCated	
  to	
  ensure	
  opCmal	
  use	
  of	
  
raw	
  material	
  and	
  capaciCes,	
  while	
  creaCng	
  transparency	
  of	
  long-­‐	
  and	
  
short-­‐term	
  plans	
  –	
  this	
  has	
  been	
  achieved

 The	
  process	
  was	
  developed	
  quite	
  fast	
  due	
  to	
  top	
  management	
  sponsoring,	
  
cross	
  func6onal	
  involvement,	
  where	
  the	
  organisa6on	
  itself	
  designed	
  the	
  
process	
  in	
  a	
  condensed	
  project	
  phase	
  followed	
  by	
  trials

 The	
  S&OP	
  process	
  in	
  Arla	
  was	
  defined	
  with	
  a	
  work	
  process,	
  material	
  for	
  
decision	
  making	
  and	
  focus	
  on	
  strong	
  mee6ng	
  execu6on

 However,	
  an	
  S&OP	
  process	
  must	
  have	
  a	
  con6nuous	
  development	
  agenda	
  
to	
  ensure	
  aPen6on	
  and	
  to	
  reach	
  full	
  poten6al	
  of	
  the	
  process	
  itself

 Therefore,	
  we	
  have	
  first	
  laid	
  out	
  a	
  annual	
  cycle,	
  then	
  worked	
  with	
  specific	
  
topics	
  to	
  include	
  over	
  6me,	
  and	
  we	
  run	
  a	
  con6nuous	
  effort	
  to	
  define	
  KPIs	
  
and	
  targets

 Going	
  forward	
  also	
  the	
  coordina6on	
  to	
  financial	
  forecas6ng	
  is	
  essen6al	
  to	
  
ensure	
  forecast	
  reliability	
  and	
  complete	
  transparency/	
  alignment	
  of	
  plans
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Arla	
  Foods	
  has	
  a	
  quite	
  complex	
  value	
  chain

3
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The	
  GCO	
  S&OP	
  covers	
  the	
  value	
  chain	
  from	
  milk	
  intake	
  to	
  distribuCon	
  to	
  
customers	
  

• Processing	
  and	
  produc6on

• Milk	
  collec6on	
  and	
  planning

• Outbound	
  logis6cs	
  and	
  Trading	
  sales

• Branding	
  and	
  Innova6on

4

GCO	
  S&OP
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The	
  business	
  case	
  was	
  not	
  very	
  formal	
  –	
  but	
  rather	
  a	
  belief	
  in	
  the	
  benefit	
  of	
  
three	
  strategic	
  visions

	
  Source:	
   GCO	
  Finance,	
  Team	
  analysis

Speed	
  up	
  decision	
  
making	
  in	
  a	
  faster	
  
changing	
  market

Reduce	
  costs	
  of	
  
operaCng	
  in	
  inventories,	
  
obsolescence	
  and	
  cost	
  of	
  

expedite	
  orders

OpCmise	
  the	
  uClisaCon	
  
of	
  milk

DKKm	
  ~25-­‐35	
  
savings	
  potenCal
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The	
  S&OP	
  process	
  links	
  our	
  strategies	
  with	
  tacCcal	
  and	
  operaConal	
  processes
-­‐	
  The	
  planning	
  pyramid

Process	
  
Cycles	
  

Planning	
  
Buckets

Strategic	
  Planning	
  
5	
  years

YearlyYearly

Sales	
  &	
  OperaCons	
  Planning
4	
  –	
  12/15	
  months

MonthlyMonthly

Tac6cal	
  Planning
1	
  –	
  3	
  months	
  

Weekly
	
  Weekly/	
  
daily

Opera6onal	
  Planning
0	
  –	
  6	
  weeks

Weekly/	
  daily
Weekly/	
  
daily

Focus	
  
Level	
  

Brand	
  /	
  Product	
  Group

Product	
  Group	
  /	
  
capacity	
  group

Loca6on	
  /	
  SKU	
  level	
  /	
  
Customer	
  Group	
  /	
  
capacity	
  group

	
  SKU	
  level	
  /	
  Customer	
  /	
  
Individual	
  Capacity	
  

	
  Source:	
   Implement	
  Consul6ng	
  Group

Opera6onal	
  plans	
  are	
  o`en	
  
decoupled	
  from	
  the	
  

strategies!
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Everyone	
  asks	
  “What	
  is	
  in	
  it	
  for	
  me?”-­‐	
  All	
  parts	
  of	
  the	
  organisaCon	
  should	
  
experience	
  improvements	
  for	
  their	
  areas	
  by	
  implemenCng	
  S&OP

Markets

•BePer	
  product	
  pricing	
  (product	
  calcula6ons)
•Product	
  availability	
  and	
  flexibility,	
  customer	
  service	
  and	
  supplier	
  awards
•BePer	
  planning	
  and	
  execu6on	
  of	
  promo6ons
•No	
  surprises	
  or	
  misses,	
  no	
  penal6es	
  at	
  customer

Categories

•BePer	
  product	
  pricing	
  (product	
  calcula6ons)
•Efficient	
  innova6ons	
  launch
•BePer	
  execu6on	
  of	
  brand	
  ac6va6on	
  and	
  campaign	
  plans
•Coordina6on	
  markets	
  on	
  ac6vity	
  plans

Finance

•Reduce	
  working	
  capital
•Op6mise	
  u6lisa6on	
  of	
  raw	
  milk
•Minimise	
  surprises	
  and	
  manage	
  the	
  gap	
  to	
  target
•Visibility	
  and	
  control

OperaCon
s

(supply	
  
chain)

•Minimise	
  inventory	
  and	
  warehouse	
  costs
•Robust	
  planning	
  of	
  capaci6es
•Longer	
  horizon	
  foresight	
  incl.	
  lower	
  procurement	
  and	
  transport	
  costs
•Visibility	
  on	
  direc6on	
  through	
  consensus	
  between	
  sales	
  and	
  marke6ng

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team
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Arla	
  Foods	
  has	
  quickly	
  harvested	
  low	
  hanging	
  fruits	
  from	
  S&OP,	
  but	
  conCnuous	
  
development	
  is	
  key	
  to	
  ensuring	
  long	
  term	
  success	
  

 The	
  S&OP	
  process	
  in	
  Arla	
  Foods	
  was	
  ini6ated	
  to	
  ensure	
  op6mal	
  use	
  of	
  raw	
  
material	
  and	
  capaci6es,	
  while	
  crea6ng	
  transparency	
  of	
  long-­‐	
  and	
  short-­‐
term	
  plans	
  –	
  this	
  has	
  been	
  achieved

 The	
  process	
  was	
  developed	
  quite	
  fast	
  due	
  to	
  top	
  management	
  
sponsoring,	
  cross	
  funcConal	
  involvement,	
  where	
  the	
  organisaCon	
  itself	
  
designed	
  the	
  process	
  in	
  a	
  condensed	
  project	
  phase	
  followed	
  by	
  trials

 The	
  S&OP	
  process	
  in	
  Arla	
  was	
  defined	
  with	
  a	
  work	
  process,	
  material	
  for	
  
decision	
  making	
  and	
  focus	
  on	
  strong	
  mee6ng	
  execu6on

 However,	
  an	
  S&OP	
  process	
  must	
  have	
  a	
  con6nuous	
  development	
  agenda	
  
to	
  ensure	
  aPen6on	
  and	
  to	
  reach	
  full	
  poten6al	
  of	
  the	
  process	
  itself

 Therefore,	
  we	
  have	
  first	
  laid	
  out	
  a	
  annual	
  cycle,	
  then	
  worked	
  with	
  specific	
  
topics	
  to	
  include	
  over	
  6me,	
  and	
  we	
  run	
  a	
  con6nuous	
  effort	
  to	
  define	
  KPIs	
  
and	
  targets

 Going	
  forward	
  also	
  the	
  coordina6on	
  to	
  financial	
  forecas6ng	
  is	
  essen6al	
  to	
  
ensure	
  forecast	
  reliability	
  and	
  complete	
  transparency/	
  alignment	
  of	
  plans
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S&OP	
  must	
  be	
  sponsored	
  by	
  top	
  management,	
  defined	
  by	
  the	
  organisaCon	
  and	
  
only	
  include	
  a	
  short	
  definiCon	
  phase	
  before	
  iniCaCon	
  

 The	
  S&OP	
  must	
  be	
  clearly	
  sponsored	
  from	
  the	
  top	
  management

 S&OP	
  must	
  have	
  cross	
  func6onal	
  involvement

 Secure	
  capabili6es	
  and	
  define	
  clear	
  roles	
  

 Drive	
  a	
  lean	
  and	
  simple,	
  however,	
  effec6ve	
  process

 Let	
  the	
  organisa6on	
  itself	
  design	
  the	
  process

 Have	
  a	
  condensed	
  project	
  phase	
  followed	
  by	
  trials	
  

 Prepare	
  all	
  par(cipants	
  for	
  ini(al	
  frustra(ons	
  –	
  but	
  promise	
  
con(nuous	
  improvements

 (For	
  Arla	
  a	
  new	
  organisa6on	
  was	
  a	
  clear	
  enabler)
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The	
  project	
  plan	
  outlined	
  a	
  very	
  condensed	
  “process	
  definiCon”	
  process	
  –	
  this	
  
was	
  detailed	
  by	
  the	
  groups…	
  

Analyse	
  
as-­‐is	
  and	
  
create	
  

engagem
ent

Define	
  
demands	
  

and	
  
design	
  
future	
  

processes	
  

Prepare	
  
first	
  
S&OP	
  
cycle

IniCate	
  
pilot	
  (first	
  
S&OP	
  
cycle)

Timing

AcCviCes	
  
and	
  
deliverables

4	
  weeks 6	
  weeks 2	
  weeks 	
  4	
  weeks

•As-­‐is	
  analysis	
  and	
  
benchmarking	
  of	
  
key	
  problem	
  areas

•Draw	
  high-­‐level	
  
future	
  process	
  incl.	
  
mee6ng	
  content,	
  
par6cipants	
  and	
  
structure

•Iden6fy	
  
stakeholders

•Communicate	
  vision	
  
to	
  key	
  stakeholders

•Cross-­‐func6onal	
  
discussions	
  with	
  
markets,	
  finance,	
  
categories,	
  
produc6on	
  etc.

•Define	
  product	
  and	
  
category	
  groups

•Define	
  KPIs	
  

•Define	
  templates,	
  
responsibili6es,	
  
defini6ons

•Outline	
  IT	
  change	
  
implica6ons	
  short	
  
and	
  long-­‐term

•Ini6ate	
  and	
  
facilitate	
  S&OP	
  
process	
  –	
  mee6ng	
  
structure/	
  calendar,	
  
agendas,	
  roles	
  and	
  
responsibili6es

•Have	
  first	
  S&OP	
  
cycle

•Use	
  exis6ng	
  systems

HIGH	
  LEVEL

ConCnue	
  
pilot	
  and	
  
prioriCse	
  
future	
  
work

•Evaluate	
  the	
  S&OP	
  
mee6ngs

•Adjust	
  solu6on	
  
(content,	
  reports)

•Document	
  results

•Evaluate	
  need	
  for	
  IT	
  
system	
  changes

9	
  weeks

Pilot	
  phase	
  app.	
  3	
  
months/	
  cyclesAug.	
  19

Kick-­‐off
Sep.	
  6
St.	
  Com.

Mid	
  Oct.
St.	
  Com.
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…with	
  visual	
  planning	
  for	
  the	
  overall	
  project…	
  
-­‐	
  S&OP	
  project	
  visual	
  planning
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…and	
  by	
  sub-­‐stream
-­‐	
  S&OP	
  project	
  visual	
  planning
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Example	
  of	
  principles	
  needed	
  to	
  be	
  defined	
  -­‐	
  For	
  Arla	
  Foods	
  the	
  relevant	
  S&OP	
  
horizon	
  is	
  4-­‐12	
  months	
  in	
  order	
  to	
  handle	
  larger	
  capacity	
  and	
  raw	
  material	
  
changes	
  

Internal	
  sourcing Remove	
  shig Extra	
  shig External	
  
sourcing

New	
  packing	
  
line

New	
  dairy/	
  
tower

1-­‐4	
  weeks 3	
  months 1-­‐3	
  months 3-­‐12	
  months 3-­‐12	
  months 24+	
  months

Time in months

Flexibility 100% capacity

Flexibility	
  in	
  
internal	
  
sourcing

To	
  extend	
  
capacity	
  by	
  
external	
  	
  
sourcing

3 6 12 24

Possible	
  to	
  
introduce	
  new	
  

shig	
  in	
  
producCon

New	
  machine	
  
installed

Possible	
  to	
  
remove	
  
shigs	
  in	
  

producCon

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team
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Example	
  of	
  principles	
  needed	
  to	
  be	
  defined	
  -­‐	
  For	
  Arla	
  Foods	
  the	
  relevant	
  S&OP	
  
horizon	
  is	
  4-­‐12	
  months	
  in	
  order	
  to	
  handle	
  larger	
  capacity	
  and	
  raw	
  material	
  
changes	
  

Internal	
  sourcing Remove	
  shig Extra	
  shig External	
  
sourcing

New	
  packing	
  
line

New	
  dairy/	
  
tower

1-­‐4	
  weeks 3	
  months 1-­‐3	
  months 3-­‐12	
  months 3-­‐12	
  months 24+	
  months

Time in months

Flexibility 100% capacity

Flexibility	
  in	
  
internal	
  
sourcing

To	
  extend	
  
capacity	
  by	
  
external	
  	
  
sourcing

3 6 12 24

Possible	
  to	
  
introduce	
  new	
  

shig	
  in	
  
producCon

New	
  machine	
  
installed

Possible	
  to	
  
remove	
  
shigs	
  in	
  

producCon

Furthermore,	
  raw	
  material	
  flexibility	
  
requires	
  a	
  12-­‐month	
  horizon	
  to	
  handle	
  
e.g.	
  buPer	
  stock	
  op6misa6on	
  

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team
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Example	
  of	
  principles	
  needed	
  to	
  be	
  defined	
  -­‐	
  In	
  Arla	
  Foods	
  VOLUME	
  is	
  the	
  logic	
  
choice	
  as	
  common	
  language	
  to	
  link	
  the	
  financial	
  and	
  operaConal	
  forecasts	
  –	
  and	
  
WEEKS	
  the	
  common	
  Cme	
  buckets

Volume	
  as	
  common	
  
language

Sales

Finance OperaCons

	
  Source:	
   Implement	
  Consul6ng	
  Group

Sales	
  is	
  measured	
  in	
  
volume	
  and	
  value	
  
per	
  e.g.	
  market,	
  

brand,	
  or	
  segment
Opera6on	
  is	
  

measured	
  in	
  volume	
  
per	
  e.g.	
  produc6on	
  
site	
  or	
  capacity	
  groupFinance	
  is	
  

measured	
  in	
  value	
  
–	
  but	
  with	
  full	
  

tracking	
  of	
  volume

Weeks	
  are	
  the	
  standard	
  Cme	
  buckets	
  in	
  Arla	
  due	
  to	
  the	
  FMCG	
  nature	
  of	
  our	
  products
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Arla	
  Foods	
  has	
  quickly	
  harvested	
  low	
  hanging	
  fruits	
  from	
  S&OP,	
  but	
  conCnuous	
  
development	
  is	
  key	
  to	
  ensuring	
  long	
  term	
  success	
  

 The	
  S&OP	
  process	
  in	
  Arla	
  Foods	
  was	
  ini6ated	
  to	
  ensure	
  op6mal	
  use	
  of	
  raw	
  
material	
  and	
  capaci6es,	
  while	
  crea6ng	
  transparency	
  of	
  long-­‐	
  and	
  short-­‐
term	
  plans	
  –	
  this	
  has	
  been	
  achieved

 The	
  process	
  was	
  developed	
  quite	
  fast	
  due	
  to	
  top	
  management	
  sponsoring,	
  
cross	
  func6onal	
  involvement,	
  where	
  the	
  organisa6on	
  itself	
  designed	
  the	
  
process	
  in	
  a	
  condensed	
  project	
  phase	
  followed	
  by	
  trials

 The	
  S&OP	
  process	
  in	
  Arla	
  was	
  defined	
  with	
  a	
  work	
  process,	
  material	
  for	
  
decision	
  making	
  and	
  focus	
  on	
  strong	
  meeCng	
  execuCon

 However,	
  an	
  S&OP	
  process	
  must	
  have	
  a	
  con6nuous	
  development	
  agenda	
  
to	
  ensure	
  aPen6on	
  and	
  to	
  reach	
  full	
  poten6al	
  of	
  the	
  process	
  itself

 Therefore,	
  we	
  have	
  first	
  laid	
  out	
  a	
  annual	
  cycle,	
  then	
  worked	
  with	
  specific	
  
topics	
  to	
  include	
  over	
  6me,	
  and	
  we	
  run	
  a	
  con6nuous	
  effort	
  to	
  define	
  KPIs	
  
and	
  targets

 Going	
  forward	
  also	
  the	
  coordina6on	
  to	
  financial	
  forecas6ng	
  is	
  essen6al	
  to	
  
ensure	
  forecast	
  reliability	
  and	
  complete	
  transparency/	
  alignment	
  of	
  plans
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The	
  detailed	
  process	
  outlines	
  the	
  interacCons	
  of	
  the	
  individual	
  processes	
  over	
  
the	
  10	
  workdays	
  (15	
  days	
  to	
  start	
  with)	
  

Demand	
  
signal	
  dra`

Demand	
  Management/	
  Markets/	
  Categories

Capacity/	
  producCon	
  planning

Monthly

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team

HIGH	
  LEVEL

APO	
  forecasts	
  from	
  
markets

0

Controlling	
  and	
  
prepare	
  Demand	
  

reports	
  at	
  
aggregated	
  level	
  1

Day

Processing/	
  quality	
  
checks	
  by	
  markets,	
  

brands	
  and	
  
categories 2

Produc6on	
  
and	
  stock	
  
dev.	
  plan	
  
dra`

Monthly
Capacity	
  defini6on	
  

(dairies	
  and	
  
boPlenecks) 2

Produc6on	
  planning	
  
(MRP	
  run)	
  

3-­‐>4

Review	
  capacity	
  
imbalances	
  and	
  

stock	
  dev.	
  +	
  manual	
  
correc6ons 4

Milk	
  planning

Milk	
  
alloca6on	
  
dra`

Monthly
Milk	
  supply	
  forecast	
  
less	
  demand	
  for	
  FDP	
  
and	
  external	
  sales4

Milk	
  use	
  given	
  
produc6on	
  plan	
  split	
  
by	
  dairy	
  and	
  DK/SE

Milk	
  alloca6on	
  
review	
  +	
  manual	
  

correc6ons 55

Communica-­‐
6on

Monthly

Consolidate	
  and	
  
analyse	
  imbalances	
  
in	
  stock,	
  capaci6es	
  
and	
  milk	
  supply6

Mee6ng:

Execu6ve	
  S&OP
10

Mee6ng:

Consolida6on	
  
7

Business	
  case	
  
development

8

Mee6ng:

Pre-­‐S&OP
9 10

3

4

5

Planning/	
  Finance/	
  Categories/	
  Markets
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HIGH	
  LEVEL

Day

APO	
  forecasts	
  
from	
  markets

0

Market	
  and	
  
category	
  check	
  
of	
  forecasts2-­‐3

ProducCon	
  
planning

4

Milk	
  allocaCon

5

MeeCng:
ExecuCve	
  S&OP1

0

MeeCng:
ConsolidaCon	
  

7

MeeCng:
Pre-­‐S&OP

9

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team

Demand	
  signal	
  
(APO	
  forecasts)	
  for	
  
15-­‐18	
  months

Consolidate	
  and	
  
analyse	
  

imbalances	
  and	
  
changes

Business	
  case	
  
development

In	
  the	
  three	
  central	
  meeCngs,	
  the	
  parCcipants	
  have	
  been	
  chosen	
  for	
  ability	
  to	
  
solve	
  the	
  task/	
  purpose	
  of	
  each	
  meeCng	
  



October	
  04,	
  2011 17

HIGH	
  LEVEL

Day

APO	
  forecasts	
  
from	
  markets

0

Market	
  and	
  
category	
  check	
  
of	
  forecasts2-­‐3

ProducCon	
  
planning

4

Milk	
  allocaCon

5

MeeCng:
ExecuCve	
  S&OP1

0

MeeCng:
ConsolidaCon	
  

7

MeeCng:
Pre-­‐S&OP

9

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team

Demand	
  signal	
  
(APO	
  forecasts)	
  for	
  
15-­‐18	
  months

Consolidate	
  and	
  
analyse	
  

imbalances	
  and	
  
changes

Business	
  case	
  
development

ConsolidaCon	
  meeCng
• To	
  review	
  imbalances	
  4-­‐12	
  months	
  ahead	
  for

•Capacity	
  vs.	
  demand
•Milk/	
  fat	
  vs.	
  demand

• For	
  key	
  imbalances,	
  the	
  preferred	
  scenarios	
  are	
  
defined	
  and	
  business	
  case	
  tasks	
  assigned	
  

• 2	
  hour	
  mee6ng	
  with	
  parCcipaCon	
  of	
  category	
  
product	
  managers	
  and	
  demand/	
  producCon/	
  
milk	
  planners

In	
  the	
  three	
  central	
  meeCngs,	
  the	
  parCcipants	
  have	
  been	
  chosen	
  for	
  ability	
  to	
  
solve	
  the	
  task/	
  purpose	
  of	
  each	
  meeCng	
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HIGH	
  LEVEL

Day

APO	
  forecasts	
  
from	
  markets

0

Market	
  and	
  
category	
  check	
  
of	
  forecasts2-­‐3

ProducCon	
  
planning

4

Milk	
  allocaCon

5

MeeCng:
ExecuCve	
  S&OP1

0

MeeCng:
ConsolidaCon	
  

7

MeeCng:
Pre-­‐S&OP

9

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team

Demand	
  signal	
  
(APO	
  forecasts)	
  for	
  
15-­‐18	
  months

Consolidate	
  and	
  
analyse	
  

imbalances	
  and	
  
changes

Business	
  case	
  
development

Pre-­‐S&OP	
  meeCng
• To	
  review	
  business	
  cases	
  and	
  
recommenda6ons	
  for	
  key	
  
imbalances	
  and	
  make	
  decisions	
  or	
  
escalate	
  to	
  Execu6ve	
  S&OP

• 1	
  hour	
  mee6ng	
  with	
  parCcipaCon	
  
of	
  category	
  heads,	
  GCO	
  demand	
  
planning,	
  producCon	
  planners	
  and	
  
milk	
  planners

ConsolidaCon	
  meeCng
• To	
  review	
  imbalances	
  4-­‐12	
  months	
  ahead	
  for

•Capacity	
  vs.	
  demand
•Milk/	
  fat	
  vs.	
  demand

• For	
  key	
  imbalances,	
  the	
  preferred	
  scenarios	
  are	
  
defined	
  and	
  business	
  case	
  tasks	
  assigned	
  

• 2	
  hour	
  mee6ng	
  with	
  parCcipaCon	
  of	
  category	
  
product	
  managers	
  and	
  demand/	
  producCon/	
  
milk	
  planners

In	
  the	
  three	
  central	
  meeCngs,	
  the	
  parCcipants	
  have	
  been	
  chosen	
  for	
  ability	
  to	
  
solve	
  the	
  task/	
  purpose	
  of	
  each	
  meeCng	
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HIGH	
  LEVEL

Day

APO	
  forecasts	
  
from	
  markets

0

Market	
  and	
  
category	
  check	
  
of	
  forecasts2-­‐3

ProducCon	
  
planning

4

Milk	
  allocaCon

5

MeeCng:
ExecuCve	
  S&OP1

0

MeeCng:
ConsolidaCon	
  

7

MeeCng:
Pre-­‐S&OP

9

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team

Demand	
  signal	
  
(APO	
  forecasts)	
  for	
  
15-­‐18	
  months

Consolidate	
  and	
  
analyse	
  

imbalances	
  and	
  
changes

Business	
  case	
  
development

Pre-­‐S&OP	
  meeCng
• To	
  review	
  business	
  cases	
  and	
  
recommenda6ons	
  for	
  key	
  
imbalances	
  and	
  make	
  decisions	
  or	
  
escalate	
  to	
  Execu6ve	
  S&OP

• 1	
  hour	
  mee6ng	
  with	
  parCcipaCon	
  
of	
  category	
  heads,	
  GCO	
  demand	
  
planning,	
  producCon	
  planners	
  and	
  
milk	
  planners

ConsolidaCon	
  meeCng
• To	
  review	
  imbalances	
  4-­‐12	
  months	
  ahead	
  for

•Capacity	
  vs.	
  demand
•Milk/	
  fat	
  vs.	
  demand

• For	
  key	
  imbalances,	
  the	
  preferred	
  scenarios	
  are	
  
defined	
  and	
  business	
  case	
  tasks	
  assigned	
  

• 2	
  hour	
  mee6ng	
  with	
  parCcipaCon	
  of	
  category	
  
product	
  managers	
  and	
  demand/	
  producCon/	
  
milk	
  planners

ExecuCve	
  S&OP	
  meeCng
• To	
  approve	
  overall	
  plan,	
  business	
  
case	
  recommenda6ons	
  and	
  make	
  
decisions	
  for	
  escalated	
  issues

• 1½	
  hour	
  mee6ng	
  with	
  
parCcipaCon	
  of	
  market,	
  category,	
  
supply,	
  planning	
  	
  and	
  finance	
  
execuCves

In	
  the	
  three	
  central	
  meeCngs,	
  the	
  parCcipants	
  have	
  been	
  chosen	
  for	
  ability	
  to	
  
solve	
  the	
  task/	
  purpose	
  of	
  each	
  meeCng	
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Material	
  was	
  defined	
  with	
  assigned	
  responsibiliCes	
  covering	
  the	
  value	
  chain

EXAMPLES
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The	
  meeCngs	
  are	
  executed	
  with	
  strong	
  discipline	
  and	
  always	
  start	
  with	
  the	
  
expected	
  key	
  discussion	
  points/	
  expected	
  conclusions	
  	
  	
  

FROM	
  JANUARY	
  2011	
  CYCLE

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team

Key	
  conclusions	
  are	
  presented	
  
first	
  to	
  provide	
  a	
  frame	
  for	
  
understanding	
  the	
  material	
  
before	
  it	
  is	
  actually	
  presented

The	
  Consolida6on	
  mee6ngs	
  (and	
  
Pre-­‐S&OP)	
  have	
  20-­‐25	
  par6cipants 	
  
and	
  are	
  therefore	
  executed	
  with	
  
strong	
  discipline	
  and	
  as	
  short	
  an	
  
agenda	
  as	
  possible
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The	
  fundamental	
  principles	
  and	
  behaviours	
  in	
  S&OP	
  must	
  work	
  like	
  Ying	
  and	
  
Yang	
  to	
  generate	
  the	
  best	
  result

• Openness,	
  honesty	
  and	
  ac6on	
  
ability

• Unbiased	
  forecasts	
  to	
  start	
  the	
  
process	
  (no	
  second	
  guessing)

• Decision-­‐focused	
  mee6ngs	
  (NOT	
  
data	
  sharing)	
  -­‐	
  par6cipants	
  (or	
  
subs6tutes)	
  empowered	
  to	
  make	
  
decisions	
  IN	
  mee6ngs

• Recommenda6ons	
  and	
  proposals	
  
are	
  part	
  of	
  the	
  prepara6on	
  work

• Fact-­‐based,	
  no	
  conclusions	
  without	
  
firm	
  data	
  behind	
  it

• Everyone	
  works	
  for	
  the	
  agreed	
  plan!

• Analysed	
  and	
  documented	
  business	
  cases	
  to	
  
fill	
  gaps	
  to	
  target

• All	
  cross	
  func6onal	
  decisions	
  are	
  channelled	
  
into	
  the	
  S&OP	
  process

• Plan	
  gives	
  full	
  visibility	
  and	
  transparency	
  with	
  
opportuni6es	
  and	
  risks

• Clear	
  ownership	
  and	
  
accountability	
  for	
  content	
  and	
  
6ming	
  of	
  inputs/	
  outputs

• Able	
  to	
  conclude	
  financial	
  
es6mate	
  at	
  the	
  end	
  of	
  the	
  S&OP	
  
cycle	
  (long	
  term)

• Focus	
  4-­‐12	
  	
  months	
  out	
  
in	
  an	
  ongoing	
  rou6ne	
  
S&OP	
  mee6ng	
  cycle

• Structured	
  mee6ng	
  
agenda

• Anchored	
  high	
  in	
  the	
  
organisa6on	
  -­‐	
  run	
  by	
  an	
  
unbiased,	
  responsible	
  
organisa6on	
  

• Cross-­‐func6onal	
  fora

Fundamental	
  
principles

Behaviours

	
  Source:	
   Adapted	
  from	
  “Sales	
  &	
  opera6ons	
  Planning	
  Part	
  1:	
  The	
  Process”,	
  Larry	
  Lapide,	
  The	
  Journal	
  of	
  Business	
  Forecas6ng,	
  Fall	
  2004,	
  Team	
  analysis
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Arla	
  Foods	
  has	
  quickly	
  harvested	
  low	
  hanging	
  fruits	
  from	
  S&OP,	
  but	
  conCnuous	
  
development	
  is	
  key	
  to	
  ensuring	
  long	
  term	
  success	
  

 The	
  S&OP	
  process	
  in	
  Arla	
  Foods	
  was	
  ini6ated	
  to	
  ensure	
  op6mal	
  use	
  of	
  raw	
  
material	
  and	
  capaci6es,	
  while	
  crea6ng	
  transparency	
  of	
  long-­‐	
  and	
  short-­‐
term	
  plans	
  –	
  this	
  has	
  been	
  achieved

 The	
  process	
  was	
  developed	
  quite	
  fast	
  due	
  to	
  top	
  management	
  sponsoring,	
  
cross	
  func6onal	
  involvement,	
  where	
  the	
  organisa6on	
  itself	
  designed	
  the	
  
process	
  in	
  a	
  condensed	
  project	
  phase	
  followed	
  by	
  trials

 The	
  S&OP	
  process	
  in	
  Arla	
  was	
  defined	
  with	
  a	
  work	
  process,	
  material	
  for	
  
decision	
  making	
  and	
  focus	
  on	
  strong	
  mee6ng	
  execu6on

 However,	
  an	
  S&OP	
  process	
  must	
  have	
  a	
  conCnuous	
  development	
  agenda	
  
to	
  ensure	
  anenCon	
  and	
  to	
  reach	
  full	
  potenCal	
  of	
  the	
  process	
  itself

 Therefore,	
  we	
  have	
  first	
  laid	
  out	
  a	
  annual	
  cycle,	
  then	
  worked	
  with	
  specific	
  
topics	
  to	
  include	
  over	
  6me,	
  and	
  we	
  run	
  a	
  con6nuous	
  effort	
  to	
  define	
  KPIs	
  
and	
  targets

 Going	
  forward	
  also	
  the	
  coordina6on	
  to	
  financial	
  forecas6ng	
  is	
  essen6al	
  to	
  
ensure	
  forecast	
  reliability	
  and	
  complete	
  transparency/	
  alignment	
  of	
  plans
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An	
  S&OP	
  process	
  must	
  have	
  a	
  conCnuous	
  development	
  agenda	
  -­‐	
  aligned	
  to	
  
business	
  prioriCes	
  -­‐	
  to	
  ensure	
  anenCon	
  and	
  to	
  reach	
  full	
  potenCal	
  	
  

Engagement	
  
and	
  design

Phase	
  I

Aug	
  2010	
  –	
  Oct	
  2011

Pilot	
  S&OP	
  
cycles

Lig	
  quality

Phase	
  II

Nov	
  2010	
  –	
  Jan	
  2011 Feb	
  2011	
  –	
  June	
  2011

•Introduc6on	
  to	
  S&OP	
  for	
  
relevant	
  managers

•Establish	
  project	
  team

Engagement	
  workshops	
  
with	
  GCO	
  LT	
  and	
  key	
  
stakeholders

Design	
  workshops	
  based	
  
on	
  interviews	
  and	
  cross-­‐
func6onal	
  discussions

Ac6on	
  plan	
  workshops	
  
with	
  key	
  stakeholders	
  to	
  
outline	
  short	
  and	
  long	
  
term	
  ac6on	
  plan	
  
(including	
  material,	
  
organisa6on	
  and	
  	
  
IT)	
  

•Pilot	
  S&OP	
  cycles	
  (~3)	
  -­‐	
  
implementa6on	
  and	
  
con6nuous	
  improvement	
  

•Evalua6on	
  and	
  design	
  
changes

•Defini6on	
  of	
  next	
  phase

•Forecas6ng	
  competency

•Financial	
  forecas6ng	
  
design	
  proposal

•IT	
  development

•Annual	
  decision	
  cycle	
  

•Qualita6ve	
  assessment	
  –
con6nuous	
  improvement

TBD
Refine	
  

methods

Phase	
  III

Aug	
  2011	
  –	
  Dec	
  2011

•Financial	
  forecas6ng	
  
based	
  on	
  opera6onal	
  
forecasts

•Scenario	
  planning

•KPI	
  evolu6on

•Qualita6ve	
  assessment	
  –
con6nuous	
  improvement

Process
improvement

Savings
realisaCon

•Finished	
  goods	
  and	
  semi-­‐
finished	
  goods	
  inventory	
  
op6misa6on	
  pilot	
  

•Financial	
  follow-­‐up/	
  KPIs

•Capacity	
  filling

•Finished	
  goods	
  and	
  semi-­‐
finished	
  goods	
  inventory	
  
op6misa6on	
  roll-­‐out

HIGH	
  LEVEL
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Here,	
  qualitaCve	
  assessment	
  of	
  the	
  process	
  can	
  help	
  focus	
  anenCon	
  on	
  weak	
  
points	
  and	
  guide	
  development	
  efforts

High	
  level	
  of	
  
collabora6on,	
  

use	
  of	
  scenarios,	
  
profit	
  focus

Regular,	
  pro-­‐
ac6ve	
  reviews,	
  
cross-­‐func6onal	
  
&	
  financial	
  view

Transparent	
  
assump6ons,	
  
12m	
  plans,	
  

regular	
  reviews

Some	
  plans	
  exist,	
  
occasional	
  input,	
  
misaligned	
  goals,	
  
fixed	
  agreement

Commercial	
  
focus,	
  medium	
  
issues	
  resolved	
  
automa6cally

Use	
  of	
  scenario	
  
planning,	
  
op6ons	
  to	
  

mi6gate	
  them	
  
are	
  prepared

One	
  set	
  of	
  
numbers,	
  regular	
  
reviews,	
  agreed	
  

view	
  on	
  
assump6ons

Regular	
  x-­‐
func6onal	
  

review	
  of	
  short	
  
term	
  issue	
  

resolu6on	
  ac6on

P&L	
  oriented	
  
decisions,	
  high	
  
level	
  of	
  decision	
  

delega6on

Scenario	
  based	
  
decisions,	
  pro	
  

ac6ve	
  risk	
  mgmt,	
  
x-­‐func6onal	
  
alignment

Regular	
  x-­‐
func6onal	
  

reviews,	
  what	
  if	
  
cases,	
  taking	
  
aligned	
  ac6ons

Func6onally	
  
driven	
  reviews,	
  
short	
  term	
  

reac6ve	
  decision

6-­‐24mth	
  
rolling

4-­‐12/18mth

0-­‐12mth

0-­‐6mth

Passionate	
  about	
  
common	
  results,	
  

service	
  &	
  
improvement	
  

mindset

Ac6ng	
  fully	
  
transparent,	
  pro	
  

ac6ve	
  and	
  	
  
honest	
  towards	
  

team

Clearly	
  ac6ng	
  on	
  
R&R,	
  well	
  
prepared,	
  

support	
  other	
  
func6ons

Sharing	
  some	
  
data,	
  disciplined	
  
aPendance

Sophis6cated	
  
tools	
  support	
  
S&OP	
  need	
  for	
  
informa6on

Shared	
  targets,	
  
unbiased	
  honest	
  
view	
  is	
  rewarded

Well	
  defined	
  and	
  
agreed	
  R&R	
  +	
  
RAID,	
  discipline

Mee6ng	
  agenda	
  
and	
  6ming	
  

defined	
  and	
  kept

X-­‐func6onal	
  
teams	
  physically	
  
put	
  in	
  same	
  

place,	
  aligned	
  on	
  
1	
  goal

Strong	
  team	
  
behaviour,	
  eyes	
  
on	
  the	
  goals	
  of	
  
total	
  company

Finds	
  synergies	
  
with	
  others	
  to	
  
over	
  deliver	
  

goals

Some	
  x-­‐
func6onal	
  

sharing,	
  op6mise	
  
department	
  goal	
  

with	
  others

A-­‐Score	
  +	
  
financial	
  

performance

A-­‐Score

B-­‐Score

C/D-­‐Score

Review ConsolidaCon
Decision	
  making	
  

(ExecuCve	
  
S&OP)

Horizon
	
  Behaviour	
  /	
  Sog	
  

Skill	
  
S&OP	
  Process	
  
necessiCes

Cross	
  
funcConality

KPI	
  /	
  Value	
  
delivery

Reac6ve	
  ac6ons, 	
  	
  
ad	
  hoc	
  &	
  last	
  

min	
  informa6on,	
  
minimal	
  sharing

Ad	
  hoc	
  high	
  level	
  
consolida6on,	
  
reac6ve	
  ac6ons,	
  
parallel	
  plans

Occasional	
  
backward	
  view,	
  
reac6ve	
  decision	
  
func6onal	
  silos

0-­‐3mth

Low	
  level	
  of	
  trust	
  
for	
  other	
  
func6ons,	
  

blaming	
  others

No	
  R&R,	
  no	
  
discipline	
  and	
  
delega6on

Work	
  is	
  oriented	
  
on	
  func6onal	
  

silos
D/E-­‐Score

External	
  
collabora6on,	
  
linked	
  &	
  long	
  
term	
  plans

External	
  value	
  
chain	
  context,	
  
2-­‐3yr	
  strategic	
  
horizon	
  with	
  risk	
  

mgmt

3yr	
  strategic	
  
direc6on,	
  
delegated	
  

decision	
  making

0-­‐3	
  year

Strong	
  leading	
  
by	
  example,	
  hold	
  
(external)	
  people	
  

accountable

Externally	
  
aligned	
  	
  tools	
  &	
  

processes,	
  
calendars

External	
  par6es	
  
(customers/	
  
suppliers)	
  are	
  
also	
  involved	
  in	
  
bus.planning

A-­‐Score	
  also	
  at	
  
all	
  external	
  
par6es

Advanced

Bener

Intermediate

Basic

Performance	
  
Area

Survival

Best	
  in	
  Class

Professional	
  skills S&OP	
  process	
  &	
  sog	
  skills	
  

	
  Source:	
   LEGO	
  S&OP	
  tools,	
  team	
  analysis

1

2

3

4

5

6

EVALUATION	
  FEBRUARY	
  2011	
  –	
  HIGH	
  LEVEL

Use	
  scenario	
  
planning	
  for	
  milk/	
  
fat	
  alloca6on
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Arla	
  Foods	
  has	
  quickly	
  harvested	
  low	
  hanging	
  fruits	
  from	
  S&OP,	
  but	
  conCnuous	
  
development	
  is	
  key	
  to	
  ensuring	
  long	
  term	
  success	
  

 The	
  S&OP	
  process	
  in	
  Arla	
  Foods	
  was	
  ini6ated	
  to	
  ensure	
  op6mal	
  use	
  of	
  raw	
  
material	
  and	
  capaci6es,	
  while	
  crea6ng	
  transparency	
  of	
  long-­‐	
  and	
  short-­‐
term	
  plans	
  –	
  this	
  has	
  been	
  achieved

 The	
  process	
  was	
  developed	
  quite	
  fast	
  due	
  to	
  top	
  management	
  sponsoring,	
  
cross	
  func6onal	
  involvement,	
  where	
  the	
  organisa6on	
  itself	
  designed	
  the	
  
process	
  in	
  a	
  condensed	
  project	
  phase	
  followed	
  by	
  trials

 The	
  S&OP	
  process	
  in	
  Arla	
  was	
  defined	
  with	
  a	
  work	
  process,	
  material	
  for	
  
decision	
  making	
  and	
  focus	
  on	
  strong	
  mee6ng	
  execu6on

 However,	
  an	
  S&OP	
  process	
  must	
  have	
  a	
  con6nuous	
  development	
  agenda	
  
to	
  ensure	
  aPen6on	
  and	
  to	
  reach	
  full	
  poten6al	
  of	
  the	
  process	
  itself

 Therefore,	
  we	
  have	
  first	
  laid	
  out	
  a	
  annual	
  cycle,	
  then	
  worked	
  with	
  specific	
  
topics	
  to	
  include	
  over	
  Cme,	
  and	
  we	
  run	
  a	
  conCnuous	
  effort	
  to	
  define	
  KPIs	
  
and	
  targets

 Going	
  forward	
  also	
  the	
  coordina6on	
  to	
  financial	
  forecas6ng	
  is	
  essen6al	
  to	
  
ensure	
  forecast	
  reliability	
  and	
  complete	
  transparency/	
  alignment	
  of	
  plans
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Over	
  the	
  year,	
  certain	
  topics	
  must	
  be	
  discussed	
  and	
  decided	
  at	
  certain	
  Cmes	
  	
  
-­‐	
  Illustra6ve	
  yearly	
  cycle

Jan Feb Mar Apr May Jun

Calendar

4-­‐12	
  months	
  in	
  ordinary	
  cycle

Jul Aug Sep Oct Nov Dec

S&OP	
  cycle

	
  
	
  Source:	
   GCO	
  S&OP	
  project	
  team

Jan Feb Mar Apr May Jun

PI	
  stock	
  
plan

TPM	
  level	
  
next	
  year	
  –	
  
handshake

TPM	
  level	
  
next	
  year	
  -­‐	
  

drag

ILLUSTRATIVE
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We	
  also	
  worked	
  with	
  specific	
  topics	
  to	
  include	
  over	
  Cme,	
  and	
  we	
  run	
  a	
  
conCnuous	
  effort	
  to	
  define	
  KPIs	
  and	
  targets	
  

Raw	
  
material/	
  
purchasing

ProducCon Stock

•Raw	
  material	
  
alloca6on

•Trading	
  volumes	
  and	
  
flexibility

•External	
  sales	
  and	
  
purchase

•…

•Alloca6on	
  of	
  scarce	
  
capacity	
  resources

•Capacity	
  moves/	
  
closings,	
  I.e.	
  stock	
  build-­‐
up	
  agreements	
  and	
  
follow-­‐up

•…

•PI	
  stock	
  build	
  up	
  for	
  
buPer	
  -­‐	
  insurance	
  policy

•Working	
  capital	
  
tracking/	
  target	
  sexng/	
  
ac6on	
  follow-­‐up	
  

•Seasonal	
  stock	
  building	
  
(e.g.	
  feta)	
  -­‐	
  pipeline	
  
filling/	
  replenishment/	
  
phasing	
  out

•…

Sales/	
  
markeCng

•(Forecast	
  transparency	
  
–	
  demand	
  changes/	
  
discrepancies)

•Capacity	
  filling

•Tenders	
  –	
  capacity	
  and	
  
raw	
  material	
  effects	
  –	
  
MUP	
  evalua6on

•Product	
  introduc6ons	
  –	
  
phasing	
  in/	
  pipeline	
  
filling/	
  replenishment

•…

HIGH	
  LEVEL

Topics

•Current	
  
topics

•Suggested	
  
topics

•Not	
  
suggested
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Arla	
  Foods	
  has	
  quickly	
  harvested	
  low	
  hanging	
  fruits	
  from	
  S&OP,	
  but	
  conCnuous	
  
development	
  is	
  key	
  to	
  ensuring	
  long	
  term	
  success	
  

 The	
  S&OP	
  process	
  in	
  Arla	
  Foods	
  was	
  ini6ated	
  to	
  ensure	
  op6mal	
  use	
  of	
  raw	
  
material	
  and	
  capaci6es,	
  while	
  crea6ng	
  transparency	
  of	
  long-­‐	
  and	
  short-­‐
term	
  plans	
  –	
  this	
  has	
  been	
  achieved

 The	
  process	
  was	
  developed	
  quite	
  fast	
  due	
  to	
  top	
  management	
  sponsoring,	
  
cross	
  func6onal	
  involvement,	
  where	
  the	
  organisa6on	
  itself	
  designed	
  the	
  
process	
  in	
  a	
  condensed	
  project	
  phase	
  followed	
  by	
  trials

 The	
  S&OP	
  process	
  in	
  Arla	
  was	
  defined	
  with	
  a	
  work	
  process,	
  material	
  for	
  
decision	
  making	
  and	
  focus	
  on	
  strong	
  mee6ng	
  execu6on

 However,	
  an	
  S&OP	
  process	
  must	
  have	
  a	
  con6nuous	
  development	
  agenda	
  
to	
  ensure	
  aPen6on	
  and	
  to	
  reach	
  full	
  poten6al	
  of	
  the	
  process	
  itself

 Therefore,	
  we	
  have	
  first	
  laid	
  out	
  a	
  annual	
  cycle,	
  then	
  worked	
  with	
  specific	
  
topics	
  to	
  include	
  over	
  6me,	
  and	
  we	
  run	
  a	
  con6nuous	
  effort	
  to	
  define	
  KPIs	
  
and	
  targets

 Going	
  forward	
  also	
  the	
  coordinaCon	
  to	
  financial	
  forecasCng	
  is	
  essenCal	
  to	
  
ensure	
  forecast	
  reliability	
  and	
  complete	
  transparency/	
  alignment	
  of	
  plans
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Two	
  paradigms	
  exist	
  in	
  the	
  finance	
  world	
  as	
  for	
  interdependence	
  vs.	
  
independence	
  of	
  financial	
  and	
  operaConal	
  forecasts

“One-­‐number	
  
forecasCng”

As	
  valid	
  as	
  possible

Full	
  volume	
  
integra6on	
  

between	
  financial	
  
and	
  opera6onal	
  

forecasts

“Independency”

Freedom	
  to	
  diverge

Freedom	
  to	
  set	
  
targets	
  over	
  and	
  
above	
  current	
  
belief	
  –	
  stretch	
  

people
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Two	
  paradigms	
  exist	
  in	
  the	
  finance	
  world	
  as	
  for	
  interdependence	
  vs.	
  
independence	
  of	
  financial	
  and	
  operaConal	
  forecasts

“One-­‐number	
  
forecasCng”

As	
  valid	
  as	
  possible

Full	
  volume	
  
integra6on	
  

between	
  financial	
  
and	
  opera6onal	
  

forecasts

“Independency”

Freedom	
  to	
  diverge

Freedom	
  to	
  set	
  
targets	
  over	
  and	
  
above	
  current	
  
belief	
  –	
  stretch	
  

people

Ensures	
  quality	
  of	
  
opera6onal	
  forecasts	
  and	
  
limits	
  sub-­‐op6misa6on	
  
based	
  on	
  different	
  

“reali6es”	
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Currently	
  the	
  future	
  financial	
  planning	
  principles	
  are	
  being	
  defined	
  –	
  Arla	
  Foods	
  
will	
  in	
  future	
  use	
  operaConal	
  forecasts	
  as	
  basis	
  for	
  financial	
  forecasts

Vision

Time

Current	
  
performance

Financial	
  
forecast

Volume	
  /	
  €

Milestone	
  
plan

Scenarios

Stretche
d	
  Targets

•Targets	
  could	
  be	
  based	
  on	
  milestone	
  plan/	
  
strategy

•Should	
  be	
  different	
  from	
  the	
  financial	
  forecast

Scenario
s

•Simula6on	
  of	
  e.g.	
  price	
  changes,	
  market	
  
changes

•Risk	
  and	
  opportunity	
  analyses
•Should	
  not	
  be	
  incorporated	
  in	
  financial	
  forecast	
  
un6l	
  a	
  specific	
  plan	
  has	
  been	
  created	
  

Financial 	
  
forecast

•Realis6c!
•Best	
  es6mate	
  for	
  “current	
  plans”	
  financial	
  
performance	
  0	
  to	
  6/12/18	
  months	
  ahead

•Rolling	
  forecas6ng	
  (quarterly/	
  monthly)
•Purpose	
  is	
  to	
  forecast	
  performance	
  –	
  not	
  to	
  be	
  
used	
  for	
  target	
  sexng

CharacterisCcs	
  (based	
  on	
  interviews)

ILLUSTRATIVE


