
One Network Enterprises  |  www.onenetwork.com 

          WhitE papEr                 Build-to-demand 

Build-to-demand
leveraging Real-time data across an 
automotive manufacturers Value Chain
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today, these margin-sappers are increasingly avoidable thanks 
to One Network’s (ONE) recent advances in cloud-based 
network technology that finally make the DDSC a reality.  this 
network technology is called the real time Value Network.
the real time Value Network is the single biggest 
development in supply chain technology since Erp or 
ecommerce.    it is an extremely responsive cloud-based 
network where information lead times are virtually eliminated 
and physical lead times are minimized.   

the real time Value Network  enables  enterprises to 
precisely model and connect the various nodes in the 
automotive OEM value chain.  it relies on a patented 
horizontal grid processing architecture that allows it to 
manage the millions of daily transactions and data points 
generated by today’s global value chains.  

Designed specifically as a true multi-tenant software-as-
a-service (SaaS) solution for multi-enterprise or many-to-
many shared computing environments, the real time Value 
Network combines a business process-centric software 
architecture with a highly scalable network—improving 
operating effectiveness, lowering it costs, and accelerating 
system adoption rates.  the result?  a shortened time to 
value.  

ONE’s expertise in DDSN delivers its customers increased 
value by understanding the cross functional impact between 
demand, supply and logistics.  Each service can be deployed 
as a “best of breed” point solution-leveraging information 
from internal systems and external partners’ legacy 
applications to optimize the result.  at the same time the 
entire supply network can be represented, providing end-to-
end visibility, analytics, reporting, and alerts with exception 
driven workflows.

ONE was founded in 2002 with a clear vision: pioneer the use 
of leading-edge technology, enabling precision execution of 
collaborative, multi-enterprise, many-to-many operational 
processes. Virtual business models of shared processes 
across the network of trading partners have an impact on 
operations that is matched only by the challenge of managing 
those processes spanning many organizational and it system 
silos. this is only accomplished through the creation of the 
industry’s first truly shared, multi-party business process 
network – the real time Value Network

this white paper is organized as follows:  First, we survey the 
automotive industry landscape and propose One Network’s 
value proposition -delivering a build-to-order solution via the 
real time Value Network.   Second, we discuss the challenges 
to transitioning to a build-to-demand strategy.  third, we 
examine the key enablers for build-to-demand. Finally, we 
conclude with an overview of the real time Value Network’s 
build-to-demand solution. 

intRoduCing one netwoRk’s Real time Value netwoRk™
a true demand-driven supply chain (DDSC) has long been the holy Grail of automotive 
original equipment manufacturers (OEM). Even when forecasts are finely tuned, an 
unexpected spike or drop in demand can wreak havoc on production schedules, market 
forecasts, sales plans, and supply plans. this leads to problems such as stock outs and lost 
sales, inventory pileups, poor capacity utilization, and declining revenues. 
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i. the Complex auto industRy 
landsCape & one netwoRk’s Value 
pRoposition
Diverse and changing customer tastes and the ever-increasing 
pace of technology in vehicles have made mass customization 
a subject of great interest to many automotive OEMs.  the 
steady emergence of low-end vehicles has  intensified global 
competition for automotive consumers, accompanied by 
more diverse product preferences.  and while competition 
intensifies, the accelerating pace of innovation drives a 
corresponding increase in frequency of newer products, and, 
consequently, endlessly expanding new configurations of 
options installed at the factory, port or dealer.

toyota Motors defines their demand environment as follows:  
“the Demand planning system is an integrated planning 
system for the sales and marketing division, which 
manages the Sales and Supply (SaS) process of vehicles 
in global markets and optimizes production orders in line 
with customer demand, considering pipeline stock, from 
production order, to retail sale, as well as constraints 
throughout the supply chain.”

 the dynamics of global competition, long supply chains, and 
product innovation produce a compounded negative impact 
on the ability of automotive OEMs to forecast demand and 
effectively position products within their dealer networks.  
Equally challenging is the sourcing of the ever-expanding 
components and raw materials needed to make the products 
while managing the risks associated with these suppliers and 
channels in  highly distributed,  global supply chains.  

See figure 1: effectively managing the data and processes 
across an automotive value chain is complex.  

the processes for propagating the demand from the dealer 
network back to the assembly plants typically involve serial 
asynchronous planning and execution.  according to Gartner 
research these serialized processes can cause the order to 
delivery time of an automotive OEM to be as high as 91 days; 
with best in class to be about 35 days. 

Figure 1 
automotive oem planning and 
execution processes 
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the proven way to address these issues is by adopting 
“Demand-Driven” strategies focused on connecting demand 
and consumption and matching these to sales plans, market 
forecasts, production planning and supply plans to the various 
tiers and echelons in an automotive OEM’s value chain.  One 
Network  has determined that an automotive OEM could 
reach a theoretical best of about 20 days. One Network’s 
analysis of various supply chains have identified about 54% of 
a products lead-time is in the controllable information chain.  

achieving the objective of reduced lead requires a 
transformative approach of connecting all the various tiers in 
the automotive value chain collaboratively to plan, execute, 
monitor, synchronize and optimize all of the physical and 
logical events that take place throughout their extended 
supply chain ecosystems.  this common network results in 
greater operational visibility, flexibility, coordination, and 
responsiveness in fulfilling the requirements of dealer orders 
and market forecasts.  the real time Value Network was 
specifically developed to enable the type of Demand-Driven 
or build-to-demand processes that automotive OEMs want  
to enable.  this Network would enable  an automotive OEM 

to manage the entire demand and supply information chain 
and replenishment execution of inbound and outbound 
products and materials.  

Figure 2 provides a solution overlay of the Demand and 
Supply planning and Execution services that an automotive 
OEM could enable to manage its overall network.  the 
orange boxes identify the key application services One 
Network would enable in the real time Value Network for 
the Sales and Supply planning and Demand and Supply Chain 
Management processes.

Figure 2
Challenges of Build to demand
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silo organizations and  planning are disconnected 
from execution

the most pervasive challenges to automotive OEM value 
networks are  the limitations of traditional planning and 
execution systems, and functional organizations operating 
from within their own silos. Silo-based processes and data 
within and across the value chain preclude  OEMs from 
creating and managing a consistent and up-to-date picture of 
supply and demand due to inconsistencies and latency in the 
information flow. 

planning and execution processes are inherently disconnected 
due to disparate systems and data at the department and 
enterprise levels.  as a result, manual processes involving 
spreadsheets, offline business intelligent applications and 
email are often needed to compensate for the lack of 
coordinated processes and real-time information.

inaccurate Forecasts

Many automotive OEMs operate using multiple - and 
often inconsistent - forecasts.  For these OEMs, forecasts 
are often the primary demand signal driving planning and 
execution across their supply networks.  Forecasts are 
frequently modified as a means to improve forecast accuracy.  
however, these changes propagate slowly and inconsistently 
throughout the supply network.  

When assembly plants can respond, they are often bound by 
constrained capacities, components, and outbound logistics. 
these revisions can happen many times prior to actual 
production and therefore trust and responsiveness becomes 
a real problem with the assembly plants and eventually with 
the component suppliers, such as power train and system.
Forecasts for new products typically assume historical 
demand patterns from vehicles with similar attributes and 
options configurations.  however, historical demand patterns 
do not necessarily reflect current market influencers such 
as economic conditions, changing consumer preferences 
or thecompetitive landscape.  inadequate assumptions and 
insufficient information create forecast errors and therefore 
service level and inventory issues for companies that 
continually introduce new products.

Figure 3  
the profitability of  
Build-to-demand
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iii. key enaBleRs FoR Build-to-demand
the dominant automotive OEM operational model is build-to-
stock (BtS).  this is true in all regions of the world; though the  
extent to which this  model dominates varies by region of the 
world.  Build-to-order (BtO) is also supported; but because of 
lengthy lead times, order promise reliability, and the instant 
gratification desires of consumers, it still represents a small 
percentage of overall demand.  Suppliers typically build to 
forecast and deliver to call-offs.  

the emerging business model, which aMr research (Gartner) 
recommends,  is a hybrid model of build-to-stock and 
build-to-order.  aMr describes this as “mixed-mode order 
fulfillment.”  aMr’s view of the emerging model, depicted  in 
Figure 3,  is called Build to Demand.

in this model, the enterprise finds and continually operates 
at the optimal operating point between a pure build-to-
stock (BtS) environment and a pure build-to-order (BtO) 
environment.  the optimal operating point varies by model, 
by market, and over time.  pure BtS is undesirable because of 
the cost of deployed inventory and the inevitable mismatches 
between inventory and what customers actually want; pure 
BtO is undesirable because of the cost of deployed capacity 
required to support highly uneven demand.  the optimal 
solution is somewhere in-between.

the following seven key enablers  provide for successful 
transition to the build-to-demand strategy : multi-tier 
visibility, planning and execution; demand-driven S&Op; 
demand sensing and shaping with dealer pOS data; 

postponement; multi-tier inventory management and 
visibility; global, multi-echelon atp/Ctp;  and supply chain risk 
mitigation. 

multi-tier Visibility, planning and execution

as the automotive market shifts towards the demand driven 
model, the value network from the dealer to assembly plant 
to supplier must be viewed as a multi-party, multi-echelon 
network of interdependent entities including components 
suppliers for service and aftermarket, vehicle assembly, 
carriers, dealers and end consumers.  Gartner supports this 
view in recent research stating multi-tier visibility is required 
by 68% of brand owners to significantly improve on-time 
performance.  Furthermore, better forecasts are at the top of 
benefits to the multiple tiers of suppliers that replenishment 
the OEMs and tier one’s.

all transactions, such as demand and supply signals, on-
hand inventory positions, in-transit inbound and outbound 
logistics movements, and financial data, are the life-blood 
flowing between these entities.  the analogy can be 
made that demand signal propagation from the dealer to 
vehicle assembly and distribution centers determines the 
effectiveness of the network in the same way the nervous 
system response determines the adaptability and survival of 
the human organism in its environment.  

the continuous propagation of data on changes of demand 
and supply to increase the supply chain responsiveness 
determines the agility of the network as a whole1.  

1  Lee, hau L., “the triple-a Supply Chain”, harvard Business review, 
Oct. 2004

The continuous propagation of data on changes of demand and 
supply to increase the supply chain responsiveness determines the 
agility of the network as a whole.  
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it is equally important to ensure effective coordination 
and management of multi-party, multi-echelon business 
processes. that is, the significance of accurate, real-time 
information is reduced should one partner fail to take 
appropriate action on that information.  thus, orchestrated 
process management and compliance is an essential element 
of the effectiveness of the network.

demand-driven sales and operations planning

Sales and Operations planning (S&Op) is key component of an 
effective integrated Business planning process.  S&Op should 
be the guiding business process for an automotive OEM.  the 
S&Op process for the mid- to long-term planning horizon 
delivers the financial forecasts (or unit forecasts) and drives 
product mixes, inventory deployments, production plans, 
capacity requirements, distribution and transportation plans, 
and procurement.  For near-term planning, the measurement 
of the actual performance against the S&Op plan indicates 
how well the execution is tracking to the plan.  When the 
execution diverges from the plan, actions are taken and 
adjustments can be made.

a new generation of Demand Driven S&Op (DDS&Op)2  
incorporates sales forecasts from multiple sources to 
create cohesive planned orders (instead of guesses).  these 
orders are netted against real-time inventory positions 
and vehicle production plans across the multi-tier supply 
network of yards, in-transits and dealers to meet consumer 
demand.  Coupled with multi-party process management 

2  Brady, Greg, “Demand Driven Sales & Operations planning”, One 
Network Enterprises, September 2011

and compliance, the entire value network is driven by a 
comprehensive, integrated S&Op plan. 

the dealer and wholesales channels managers now have 
the information to plan and deploy their inventory.  Vehicle 
assembly plants have the demand signal for their capacity 
and production planning needs.  if the network is extended 
to the supply side of the vehicle assembly plants, suppliers 
have downstream visibility of the planned orders.  providing 
all parties with a single version of the truth to forecast, sales 
data, and plans creates the right alignment for the entire 
supply chain to improve the performance.

Build-to-Demand strategy depends on readiness and 
availability of capacity and component materials.  When the 
vehicle assembly plants and suppliers commit their capacity 
or supply plans in DDS&Op, it offers the advanced visibility 
for allocation of constrained capacity or key components, 
which in turn translates to enhanced capable-to-promise 
(Ctp) and available-to-promise (atp) demand fulfillment 
capabilities. Flexibly structured atp/Ctp and order fulfillment 
policies ensure that orders can be timely and properly fulfilled 
according to the service level agreements.

If done right, POS data provides the insights about how channels 
affect each other and this information can be useful for future 
demand shaping opportunities.
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demand sensing and shaping with dealer point of 
sales (pos) data

Demand sensing and shaping are necessary for building a 
demand-driven network3.  actual dealer pOS data offers rich 
information, identifying what consumers want and the trends 
of consumer behaviors.  pOS data also reveals geographic 
locations, demographics, and which factory and dealer 
installed options were bought with what vehicle model.
properly analyzing pOS data to detect current consumer 
patterns and project them into future trends will enable 
automotive OEMs to sense shifts in demand as it happens.  
armed with additional information from this process, OEMs 
can gain in-depth demand insights.  

While multiple channels enhance sales, they also increase 
the complexity of gathering and analyzing pOS data in 
detecting the cannibalization of the demands resulting from 
competition among channels.  however, if done right, pOS 
data provides the insights about how channels affect each 
other and this information can be useful for future demand 
shaping opportunities.

if pOS analysis shows historically that certain dealers are 
usually successful at generating high traffic for incentive 
campaigns, it is worthwhile deploying additional vehicles to 
the dealer to further increase the visibility to prop up sales.  
New vehicle introduction represents another critical event 
where pOS analysis is critical.  if the take rate of a specific 
model or configuration is not as expected, it may be time 

3  tohamy, Noha; Johnson, allen; Davis, Matthew “Demand Sensing 
and Shaping Narrow the Chasm Between Commercial and Supply 
Chain Strategies and Goals”, Gartner research, Oct. 26 2010

for a micro-incentive campaign or a promotion to increase 
product awareness.  if the pOS data reveals that dealer 
channels have been selling the previous model year or high-
end configurations, the OEMs can use this information to 
devise a strategy to work with the dealers to switch to new 
vehicles in anticipation of consumer take rates.  if the pOS 
data consistently shows one predominant model or option 
configuration over all others, it could suggest to the managed 
market to stock that vehicle configuration.

postponement

Mass customization requires companies to produce a 
variety of vehicles with different option configurations.  
Finished goods inventory for OEM’s is not the most desirable 
fulfillment source if the final configurations cannot be 
known until orders have been received.  For automotive 
OEMs to produce products with specific order configurations 
or factory-installed options, it is preferable that product 
differentiation is deferred until the customer’s or dealer’s 
orders are received (a strategy known as postponement4).  
postponement strategy results in the effect of moving 
inventories from downstream finished goods locations at the 
end of a network to upstream raw material and component 
(or module) inventories in locations across the network.  a 
successful build-to-demand strategy relies on the availability 
of the right components and materials at the right place and 
right time across at the assembly plant or dealership.  

4  Feitzinger, Edward; Lee, hau L., “Mass Customization at hewlett-
packward: the power of postponement”, harvard Business review, 
Jan.-Feb. 1997, 116-121

Gartner pointed out in a study that the best-in-class companies 
increase their overall customer service levels while simultaneously 
reducing their total inventory carrying costs. 
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When components and materials are available at multiple 
locations at different costs, the coordination of various supply 
chain activities such as production, distribution, logistics, etc. 
is a prerequisite for a successful build-to-demand strategy.  
additionally, it also calls for a mechanism to optimize the total 
landed costs to fulfill customer orders.

multi-tier inventory management and Visibility

postponement strategy switches the inventory from 
downstream locations to the upstream stages.  Gartner 
pointed out in a study that the best-in-class companies 
increase their overall customer service levels while 
simultaneously reducing their total inventory carrying costs.  
they carefully analyze their inventory network and policies to 
add inventory to win additional market shares and reducing 
inventory where it is not needed .  

Multi-tier inventory management and visibility ensures 
targeted high customer service levels while re-deploying 
and reducing the overall inventory held across the network.  
Under this approach, some dealers in the network may see 
their inventory levels decrease, while some may see their 
inventory levels increase in the multi-party value network.  
there are cost trade-offs between flexibility and efficiency for 
every party in the value network.  however, losing customers 
for lack of product selections is ultimately the highest cost 
to any company.  the end goal is maximizing the total sales 
to the end customer with the lowest possible investments, 
which means that all parties increase sales and profits.

global, multi-echelon atp/Ctp

accurate available-to-promise (atp) for vehicles in stock at 
a dealer or that have been sequenced at the assembly plant 
items, and capable-to-promise (Ctp) for sales orders, are keys 
for on-time order fulfillment and customer satisfaction.  in 
order to timely fulfill customer orders, an order fulfillment 
system needs to have the capability to source ordered 
products with atp/Ctp globally, and then fulfill orders using 
methods that minimize the total landed costs and thus 
profitability.  

an extended capability from the traditional Ctp/atp feature 
is the ability to issue proper procurement requisitions or 
production requests subject to inventory policies in the multi-
party, multi-echelon value network.  after orders have been 
promised with a delivery date, accompanying shipment plans 
should be generated and coordinated to ensure delivery 
as promised.  Shipments originated from a location can be 
optimized as full trailers or cargo ships for increased efficiency 
in terms of both manufacturing and logistics.  

supply Chain Risk mitigation

the supply network has extended and expanded globally, and 
the risk inherent in the network has increased accordingly.  
Network services should provide insight on how to effectively 
set up a supply network, taking into account alternative 
sources of supply and fulfillment.  the 2011 earthquake 
in Japan and the tsunami that followed demonstrate the 
importance of supply chain risk management and the need 
for solutions and strategies to address this issue. 

The 2011 earthquake in Japan and the tsunami that followed 
demonstrate the importance of supply chain risk management 
and the need for solutions and strategies to address this issue. 
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Networks with multi-tier network visibility can enable 
trading partners to immediately evaluate the impact of 
these disruptions when and wherever they happen.  the 
possibilities related to sourcing alternative supply and logistics 
can be explored and evaluated to reduce the risk of supply 
disruption and ensure supply continuity.
 
Similarly, disaster regions can place different demands on 
goods and services.  For instance, demand for water and 
batteries dramatically increase in a disaster zone. therefore 
demand signals should immediately change accordingly and 
supply plans should be matched to this increase in demand.  
through effective “Business Continuity Services”, 
organizations can immediately re-route shipments destined 
for the disaster zone, activate alternative sources of supply 
and change delivery plans to customers while notifying all 
parties involved.

iV. ConClusion
the Build-to-Demand strategy is designed to maximize the 
sales and profits through the multi-party, multi-echelon value 
network.  in order to become demand-driven in a build-to-
demand environment, OEM’s must develop a framework 
for operations with additional capabilities and leverage new 
technologies.

the best-in-class practice in a build-to-demand strategy 
is using a Demand Driven S&Op process to build in 
responsiveness, agility, and gain the alignment of the supply 
network. DDS&Op establishes a comprehensive demand 
management process with sales and marketing inputs, 
demand sensing and shaping in different planning horizons, 
and demand collaboration with sales channels.  For the 
supply network alignment, all parties need to have visibility 
to demand and supply signals, and the ability to collaborate 
on order forecasts and plans with trading partners while 
matching those with agreed production schedules and raw 
material plans.  to gain agility, changes of demand and 
supply signals need to be timely propagated across the value 
network, where sales channels have the visibility to the 
upstream supply signals, and suppliers have visibility into 
downstream demand signals.  

One Network’s Real Time Value Network is the only multi-party, 
multi-echelon cloud solution that enables real-time visibility 
throughout the entire value network. 
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Scenarios, such as new vehicle introduction, commodity price 
escalation, or supply disruption, to evaluate and increase 
the agility and resilience of the supply network need to be 
evaluated in a DDS&Op process and system. 

as Gartner recently noted, the typical enterprise solution 
established through Erp is not appropriate for multi-tier 
visibility and collaboration. these solutions need to be 
established with cloud-based applications providing many-
to-many, multi-party visibility and collaboration. Gartner 
further pointed out that the cloud-based services that enable 
a network of companies working in concert with each other is 
the most feasible, cost- and time-effective solution.

One Network’s real time Value Network is the only multi-
party, multi-echelon cloud solution that enables real-time 
visibility throughout the entire value network. Up-to-
date demand, supply, and capacity information support a 
postponement strategy that enables multi-echelon inventory 
optimization. 

Furthermore, One Network’s global atp/Ctp service 
minimizes the total landed costs of fulfilling orders while 
providing multi-leg shipments that are tracked and traced to 
ensure the delivery takes place as promised.

additionally, should business disruptions happen, every party 
in the network is able to access the immediate information 
and coordinate together to mitigate supply chain risks. and 
lastly, an orchestrated process management and compliance 
capability is provided to ensure the total effectiveness and 
reliability of the network, thus allowing all parties to reap the 
full profits that come from a demand driven build-to-demand 
strategy. 
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