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AMPLIFA PROCUREMENT GLOSSARY

S&OP Cycle: The Scheduled Alignment Cycle
between Sales, Procurement and Production
The S&OP cycle (Sales and Operations Planning cycle) is the recurring, usually monthly, planning

cycle in which companies align demand, capacities, procurement and finance. For buyers and

supply chain managers, it is the central steering instrument for making demand notifications

reliable and underpinning delivery commitments with solid planning. A disciplined cycle reduces

uncertainty and turns it into binding disposition instructions, strengthening collaboration with

A-suppliers.

Key facts
• The S&OP cycle typically runs monthly and passes through five stages: data preparation, demand

planning, supply planning, alignment and decision meeting.

• The time horizon frequently spans 12 to 24 months so that procurement and capacity decisions can

be made early enough.

• Procurement and suppliers should be actively involved, particularly for long lead times and critical

components.

• Forecast accuracy of 80 to 90 per cent is common in practice; below this, safety stock rises

significantly.

• Digital planning tools shorten the cycle but do not replace the aligned decision-making in the

monthly committee.

• The S&OP cycle is a prerequisite for reliable demand notifications to suppliers and for a functioning

savings pipeline.

Definition: S&OP cycle
The S&OP cycle describes the regularly recurring process by which a company reconciles medium-term

demand plans with available capacities, procurement options and financial targets. It is part of Sales

and Operations Planning (S&OP) and forms the bridge between sales planning and operational

disposition.

Delineation from forecasting and material requirements planning

The S&OP cycle works at an aggregate level, such as product families or product categories, and over a

horizon of usually 18 months. Material requirements planning at individual part level then builds on the

S&OP results. The cycle is therefore not a substitute for day-to-day disposition but provides its

framework.

Position in the source-to-pay process

Within the source-to-pay (S2P) chain, the S&OP cycle feeds demand planning and thereby the

downstream steps from enquiry through to contract. Reliable planning data improves negotiating power

because volumes and dates can be communicated more bindingly. At the same time, supplier
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information, such as confirmed capacities or lead times, flows back into the next cycle.

Structure and stages of the S&OP cycle
In practice, a five-stage monthly cycle has become established, running from the data review through to

the executive meeting. Each stage has clearly defined inputs, owners and decision-making authority, so

that the cycle does not degenerate into a mere reporting format.

Data basis and demand planning

The cycle begins with the preparation of actual data on sales, stock levels and open orders. Sales

creates or calibrates the demand plan, taking into account reporting data, supply contracts and

expected tenders, for example from an upcoming contract renewal. The plan should be documented by

product family and market dimension.

Supply and demand reconciliation

In supply planning, production and procurement check whether capacities, stock levels and

procurement markets can cover the planned demand. Where bottlenecks arise, scenarios are

developed: alternative suppliers, earlier demand notifications, stock building or volume restrictions. For

critical items, a supplier feasibility review is often carried out before commitments are incorporated into

the plan.

Alignment and decision meeting

In the pre-meeting, the participating functions reconcile open differences; only unresolved conflicts

make it onto the agenda of the executive meeting. There, management decides on prioritisation,

additional capacity or price negotiations. The decisions are translated into binding plan figures and fed

back to disposition, procurement and sales.

Methods and approach in the procurement context
For buyers, the S&OP cycle is the tool for turning vague sales forecasts into reliable procurement plans.

This requires methodological discipline in forecast quality, scenario work and supplier communication.

Scenario planning and sensitivity analysis

Since demand plans never materialise exactly, the S&OP cycle deliberately works with scenarios, such

as base, upside and downside cases. For each scenario, procurement assesses procurability, price

risks and capacity reservations with strategic suppliers. This makes it possible to clarify early on which

volumes are covered by a procurement policy or framework agreements and where new awards are

needed.

Involving suppliers

Strategic partners, in particular every A-supplier, should be included in the cycle, for example through

regular capacity and lead time alignments. In return, suppliers can expect early demand notifications

and planning announcements, which stabilises their own production planning. For long lead times,

sending an advance shipping notice (ASN) is common practice to interlink processes and make goods

flows transparent.
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Interface to awards and contracts

If the S&OP cycle identifies structural additional demand, this triggers award processes, from open

procedures to restricted tendering competitions. In addition, e-sourcing platforms provide market prices

and bidder information that feed into the next planning round. In this way, the cycle directly links

operational planning with strategic procurement activity.

Key KPIs for steering the S&OP cycle
Without measurable targets, the cycle remains a routine statistic. Established metrics make forecast

quality, planning discipline and supply performance visible and create the basis for continuous

improvement.

Forecast and planning quality

Key metrics are forecast accuracy, forecast bias and plan fulfilment, i.e. the share of plan figures actually

achieved. In practice, values between 80 and 90 per cent forecast accuracy at product family level are

considered achievable; significantly below this indicates data or process problems. A systematic bias,

such as chronic overestimation, should be corrected in the next cycle.

Supply and inventory metrics

Fill rate shows how reliably planned demand is covered from delivered and stockheld quantities; values

above 95 to 98 per cent are typically targeted. In addition, coverage, safety stock levels and inventory

turnover indicate whether planning uncertainty is being compensated by unnecessary stock. Classic

procurement metrics such as delivery reliability and lead time also feed into the assessment.

Process KPIs for the cycle itself

Cycle metrics should also be considered: stage deadline adherence, the share of automated data

preparation and the decision rate in the executive meeting. If decisions are not implemented,

acceptance of the committee declines quickly. A review after each cycle maintains process quality.

Risks and controls in the S&OP cycle
The biggest risk factor is not the method but the lack of binding commitment: unfilled roles, contradictory

data and decisions without consequence. Clear governance, data quality and documented escalation

paths provide the counterbalance.

Typical implementation risks

Common mistakes are planning at too granular a level, lack of sales involvement, and a cycle that only

reports stock but makes no decisions. The process also breaks down if plan figures are changed outside

the committee. Incorporating new market requirements, such as specifications for a sustainable product

category like packaging, also needs a fixed interface in the cycle.

Controls and governance

A written procurement policy and a process owner secure roles, deadlines and escalation paths.

Changes to plan figures or contracts should be formally documented as an amendment to ensure

traceability and limits of liability. For cross-border supply contracts, agreeing the governing law is part of

the contract review, which should be legally examined on a case-by-case basis.
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Integrating sustainability and compliance

Planning decisions affect emissions and compliance targets, for example Scope 2 emissions through

site-related procurement decisions or the due diligence obligations around conflict minerals certificates

of origin in critical supply chains. The S&OP cycle offers a suitable rhythm for evaluating such criteria

systematically rather than ad hoc.

Current developments around the S&OP cycle
The classic monthly cycle is being complemented by faster, data-driven variants. The key term is

Integrated Business Planning (IBP), which merges S&OP with financial planning and sustainability

targets.

Digitalisation and integrated business planning

Planning tools with integrated data models enable shorter cycles and more frequent alignments; in

practice, often weekly interim reviews within the monthly cycle. Integrated Business Planning extends

S&OP to include financial impacts and strategic scenarios. For procurement, this creates an end-to-end

data flow through to demand notification and supplier management.

Supplier segmentation and more resilient chains

Resilience is increasingly steered through supplier segmentation: closer planning alignments apply to

strategic and critical suppliers than to standard items from the catalogue. The catalogue quota for

recurring demand relieves the cycle, while critical items require active capacity planning. This keeps the

S&OP cycle focused where uncertainty is economically relevant.

Typical metrics
Forecast Accuracy: 80–90%
Typical target range at product family level; figures below this indicate data or process problems.

Fill Rate: > 95%
Indicates how reliably planned demand is covered; frequently > 98% for strategic items.

Plan Fulfilment: > 85%
Share of plan figures actually achieved; decisive for the credibility of the cycle.

Cycle deadline adherence: 100%
Share of stages completed on time; a prerequisite for decision quality.

Practical example
A medium-sized mechanical engineering company with around 350 employees suffered from chronic

shortages of castings and excessive safety stocks. Procurement introduced a monthly S&OP cycle with

a clear allocation of roles and directly involved the two main casting suppliers in supply planning.

• Introduction of a fixed monthly rhythm with data preparation on the first working day and the

executive meeting in week three.

• Scenario-based capacity reservation with the A-supplier for castings, with a binding demand

notification six months in advance.

• Integration of the procurement KPIs fill rate and forecast accuracy into a monthly dashboard for

management.
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• Derivation of two strategic awards from the S&OP scenarios, prepared through structured bidder

information and e-sourcing.

Conclusion
The S&OP cycle is the central link between sales planning, production and procurement and therefore a

mandatory instrument for any buyer with medium-term responsibility. Its value arises not from the

methodology but from binding commitment: clear roles, defined stages and decisions that are actually

implemented. Those who systematically involve suppliers, metrics and compliance topics reduce stock

levels and supply failures at the same time. Digital tools accelerate the cycle but do not replace the

aligned decision. The effort of a disciplined monthly cycle typically pays for itself within a few quarters in

practice.

Frequently asked questions

What is an S&OP cycle?

The S&OP cycle is the regularly recurring planning cycle of Sales and Operations Planning, in which

demand, capacities, procurement and finance are aligned. It typically runs monthly in five stages, from

data preparation through to the executive meeting. The outcome is binding plan figures for sales,

production and procurement.

How long does an S&OP cycle last?

In practice, a full cycle takes two to four weeks and repeats monthly. The planning horizon frequently

extends 12 to 24 months into the future, so that procurement and capacity decisions can be made early

enough. In addition, weekly short alignment meetings are increasingly used for short-term deviations.

Which steps belong to the S&OP process?

Five stages are customary: data review and forecast preparation, demand planning by sales, supply

planning by production and procurement, an alignment meeting and a final executive meeting. Each

stage has defined owners and deadlines. Unresolved conflicts are only decided at the final stage.

Which KPIs are measured in S&OP?

Key metrics are forecast accuracy, forecast bias and plan fulfilment on the demand side, as well as fill

rate, inventory coverage and delivery reliability on the supply side. In practice, forecast accuracy

between 80 and 90 per cent is considered a realistic target range. In addition, process KPIs such as

stage deadline adherence measure the quality of the cycle itself.

What is the difference between S&OP and S&OE?

S&OP plans at a medium-term, aggregate level over 12 to 24 months and makes capacity and

procurement decisions. Sales and Operations Execution (S&OE), by contrast, manages implementation

and deviation handling in the short term, roughly day by day or week by week. The two levels

complement each other: S&OP sets the framework, while S&OE keeps execution on plan.

How do you involve suppliers in the S&OP process?

Strategic and critical suppliers regularly receive aligned demand notifications and capacity forecasts,

often in the form of supplier meetings on a monthly rhythm. In return, they report back binding lead

times and capacity limits. This two-way communication stabilises supply and improves planning certainty

for both parties.


