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Aspiring for Automotive Excellence: 
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THE CALL TO REDUCE AUTOMOTIVE LEAD TIMES 
To compete in increasingly global markets, automotive enterprises must excel in the 
areas of cost, quality, on-time delivery, and product innovation. Compounding 
those challenges is an effort by the industry to reduce the lengthy delivery lead 
times associated with producing a built-to-order vehicle. While the “5-day car” 
remains an ideal, industry thought leaders believe that reducing traditional lead 
times from 60 or 70 days to a fraction of that time is a very achievable goal.  

Cutting build-to-order lead times benefits both OEMs and consumers. For the 
OEM, shorter lead times mean increased customer satisfaction, leaner inventories, 
and a reduced need for incentive-driven sales techniques, which have cost 
automakers in North American markets US$25 billion annually1. Consumers 
benefit by finding the right car at the right time and having to accept fewer 
compromises on their vehicle of choice. All involved realize that the ultimate goal 
requires a transformation of the enterprise’s entire foundation—its culture, 
structure, business processes, and technology. Yet the competitive advantage 
gained by those who achieve this transformation will be decisive. 

The Key: Accurate, Timely, and Shared Information 
To achieve the ultimate goal—a minimal amount of lead time with a minimal 
amount of inventory at the lowest operational cost—OEMs must go beyond 
improving their internal processes, core competencies, and outsourcing strategies 
and drive toward increased visibility of demand information between all links in 
the supply chain. 

Now more than ever, all participants in the value chain need accurate and timely 
information in order to share inventory information; common tools to check 
inventory levels; and inter-enterprise common part names, numbers, and 
descriptions. With these tools, participants can more effectively manage production 
cycles and ultimately meet consumer demand. To be successful in this business 
climate, speed, accuracy, and rapid information access is required from every level 

                                                 
1 Michael A. Verespej, “Automakers Put Wheels on Supply Chains,” Industry Week, Dec 
2001/Jan 2002. 

“The economic implications of make-to-
order are enormous, both in terms of cost 

reduction and in revenue enhancement, by 
providing consumers with exactly the 

product they desire.” 

—Gary Lapidus, Goldman Sachs 
Investment Research, ”Gentlemen, Start 

Your Engines,” eAutomotive, 
January 2000 
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of the automotive value chain—with ubiquitous information-sharing among 
dealers, importers, OEMs, suppliers, and consumers. 

The Role of Technology 
Although the nature of the change requires a significant shift in the corporation’s 
ecosystem as well as its supporting subsystems, the linchpin is technology. An 
appropriate technology solution must be 

• A complete solution capable of supporting every function or business process 
within the build-to-order value chain—from capturing the initial demand 
through vehicle delivery. 

• Capable of presenting the demand information synchronously (in real time) 
throughout the supply chain, to assure business-process execution in a highly 
predictable time frame and in the most efficient manner. Simply capturing 
and processing the information is not enough. 

• Built on a common underlying architecture and single data model, so that the 
ability to share information among applications is built into the software, not 
bolted-on as in a “best-of-breed” solution or expensive customization 
project. 

Oracle provides complete, unique, and proven solutions that transform the 
business model of a traditional vehicle manufacturer from a make-and-sell (push) 
model to a dynamic, sense-and-respond (pull) model. Automotive enterprises 
moving toward the pull model need a solutions partner who understands the 
business challenges, has reinvented itself successfully, and has delivered 
differentiated products that address the same pressures currently affecting the 
automotive industry. That partner is Oracle.  

To successfully make the transformation requires a seamless integration of next-
generation, value-added business processes that take a vehicle from concept to 
delivery. These processes include Internet Shopping, Vehicle Demand 
Management, Planning, Manufacturing Execution, Warehouse Management and 
Logistics, Transportation, and Incentive Management. The next sections describe 
how Oracle’s offerings address each of these areas. 

Oracle provides complete, unique, and 
proven solutions that transform the 

business model of a traditional vehicle 
manufacturer from a make-and-sell (push) 

model to a dynamic, sense-and-respond 
(pull) model. 
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INTERNET SHOPPING 
Automotive companies are uniquely positioned to reinvent how they transact 
business. E-commerce enables companies to enter new markets, capture consumer 
mind share, and attract new business. Companies benefit from increased revenues 
and reduced costs, in addition to streamlined demand and supply chains. 
Consumers benefit from being able to interact with a company at their 
convenience—whether evaluating, selecting or purchasing products, receiving 
customer service, or reviewing their vehicle’s history. Studies prove that consumers 
who have positive experiences with a company’s online-buying process, and with 
whom the merchant establishes an effective relationship, will be loyal and return 
frequently.  

To be truly effective, online-selling processes must have access to product, order, 
and production-schedule data from back-office (ERP) systems, as well as customer 
and order data from front-office (CRM) systems. In addition, they must accurately 
“feed” orders to manufacturing and supply-chain applications to streamline 
fulfillment. According to Gartner, Inc., “Enterprises that combined sales 
configuration with supply chain planning applications found increased consumer 
loyalty through offering more-personalized fulfillment alternatives to their 
customers.”2 However, gaining consumer loyalty goes deeper than rapid 
personalized order fulfillment. Sales personnel and telesales reps, order 
management clerks, and service and repair personnel need to access quotes and 
orders from e-commerce sites in order to facilitate true end-to-end product lifecycle 
customer relationship management. Smart companies will want to leverage selling 
and customer relationship management through unified channels, and should strive 
to gain economies of scale by leveraging enterprise assets, data, and applications 
through all channels.  

Oracle E-Business Suite delivers an integrated solution that provides a Web-based 
channel for an unassisted guided-shopping and buying experience for the 
configuration of complex products and services. With this low-risk Web store 
solution, companies can quickly implement and reach new consumers, increase 
revenues, and remain competitive. Based on Oracle’s leading e-business 
applications and technology platform, this solution provides a company with the 
functionality, flexibility, reliability, and scalability it needs. 

                                                 
2 Gartner, Inc., “Selling and the Internet: 1998 Year in Review,” R. Desisto, 19 Jan 
1999. 

“Over the past five years, the Internet has 
been a catalyst for change in the 

automotive shopping process. What we’re 
seeing today are consumers that are more 
empowered than ever before and a dealer 

body more receptive and responsive to 
them.” 

—Scott Weitzman, senior director of 
automotive Internet research,  

J.D. Power and Associates  
(press release, October 10, 2002) 
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VEHICLE DEMAND MANAGEMENT 
Every automotive company has a set of processes that allows it to capture and 
manage customer demand, as well as its relationships with suppliers. Order-
management systems are the key linkage points between the processes that manage 
front- and back-office systems and those that integrate all demand and supply 
channels. The process of demand management looks like this: 

1 By articulating the company’s value to a potential consumer, the consumer-
facing business processes within a given company create demand.  

2 The order-management system converts that demand into an order for a 
product or service.  

3 The back-office operations then fulfill the demand requests and offer post-
sale customer service, such as the tracking of orders and shipping.  

Though this process seems intuitive, the emergence of Web-based and automated 
sales channels creates a new set of demand- and supply-chain management 
challenges for enterprises that have both a physical and virtual presence. The 
integration of all demand channels has emerged as a crucial concern for the 
enterprise. To respond quickly to changing customer requirements, order-
management systems must capture and effectively disperse customer intelligence 
throughout the supply chain and effectively bridge supply and demand. 

Oracle Order Management offers the depth of functionality required by the most 
complex automotive environments, to capture and fulfill any type of order from 
any channel. A key differentiator of Oracle Order Management is rooted in its 
ability to handle the most complicated product configurations. With Oracle 
Configurator, your customers can configure complex or custom vehicles and 
vehicle-related services that meet their needs. Interactive guided selling gathers 
consumer requirements and drives valid vehicle configurations that meet consumer, 
engineering, and production requirements.  

Another feature of the Oracle Order Management offering is its tight integration 
with a comprehensive advanced-pricing engine. Oracle Advanced Pricing provides 
the capability to flexibly define pricing models that meet the specialized needs of 
any OEM or supplier. Oracle Advanced Pricing enables the definition of 
sophisticated pricing rules that target your pricing policies to the exact market you 
need to reach. In addition, it supports pricing for both business-to-business and 
business-to-consumer transactions with full function deals and promotions. 

Oracle Order Management also supports the ability to provide global order 
promising. Besides pricing and product configuration, consumers want to 
understand the proposed delivery date for their vehicle of choice, be it ordered 
from the factory or selected from the dealer’s (or any other intermediary’s) 
inventory. These functionalities integrate the capabilities of Oracle Advanced 
Planning with all of your order-promising activity.  

“Industry analysts estimate that if 
customers bought a majority of cars built 

to order, the industry could capture as 
much as 70 percent of the capital lost or 
locked up in the present push system.” 

—McKinsey & Co., “The False Promise of 
Mass Customization,” The McKinsey 

Quarterly, 2002 Number 3 
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PLANNING 
Business leaders know they must make the right products at the right time at the 
lowest cost in order to achieve growth and profitability. However, there is limited 
collaboration and visibility internally among manufacturing, sales, and marketing 
departments, or externally with consumers and suppliers. Oracle Advanced 
Planning delivers a holistic and synchronized view of your supply chain to help you 
achieve accurate consensus forecasts, optimized inventory, faster planning cycles, 
optimized inventory-postponement strategies, increased on-time delivery, and 
extended visibility across all tiers of the automotive supply chain. 

Oracle Advanced Planning is a complete solution that delivers value through 
integrated demand planning, inventory optimization, supply chain and 
manufacturing planning, order promising, manufacturing scheduling, collaborative 
planning, and supply-chain intelligence capabilities. 

MANUFACTURING EXECUTION 
In addition to effective planning, automotive enterprises must increase their 
velocity of execution and deliver high-quality products at the lowest cost. Only by 
adopting efficient mass-customization, build-to-order, and project-manufacturing 
production methods can manufacturers meet the demand for personalized 
products faster and more cost-effectively than the competition. Oracle Discrete 
Manufacturing supports all manufacturing methods with one instance of the 
software. Oracle Flow Manufacturing can be run alongside traditional methods, 
creating the most efficient lean manufacturing operation for the execution of mass 
customization. 

The key to effective manufacturing is balancing a production line to support 
multiple models in advance of the demand. Oracle Flow Manufacturing allows 
automotive manufacturers to identify bottlenecks in the production line and 
simulate the required line takt time based on the demand of multiple models in the 
production schedule. In addition, Oracle Flow Manufacturing allows the 
manufacturer to sequence vehicles with multiple takt times, to prevent violating the 
line takt time. It also generates feeder line sequences and supplier delivery 
sequences to ensure just-in-time delivery of subassemblies and parts to the main 
production line. 

WAREHOUSE MANAGEMENT AND LOGISTICS  
No two warehouses are alike. Even plants or divisions within the same automotive 
enterprise run their warehouses differently, to take advantage of operational 
efficiencies intrinsic to their specific operation. Satisfying these unique 
requirements using other warehouse management systems (WMS) requires 
expensive and difficult-to-maintain software customizations. In contrast, Oracle 
WMS supports dynamic, user-defined configuration of customer- and business-
specific requirements through a powerful “WMS Business Rules Engine.” This 
supports enormous variation and sophistication in key WMS processes such as 

“An extended SCM system can allow 
traditional, tightly linked systems to share 
information across channels and provide 

new opportunities for optimization across 
multiple, external supply chains.” 

—Ralph Szygenda, CIO, General Motors, 
quoted by Peter Fingar, “Transforming the 
Supply Chain,” Logistics Management and 

Distribution Report,  
April 1, 2000 

“The bottom line is that industry 
participants must adapt and work together 

as never before to improve 
responsiveness to market demands and 

enhance their supply chain capabilities in 
order to design, manufacture, and market 

the right products at the right time.” 

—Deloitte Research, Collaborative 
Commerce in the Automotive Industry, 

2002. 

“The ease of managing a logistics system 
during a period of declining sales is a true 

measure of an enterprise’s supply chain 
efficiency.” 

—Robert V. Delaney, Cass Information 
Systems, State of Logistics Report, 2002 
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pick-and-put-away logic, task assignment, label printing, and cost-account 
assignment—without the need to modify any code. Oracle WMS also includes 
numerous capabilities designed to avoid the costs and challenges associated with 
supporting nonstandard products. 

Inventory and logistics management often constitute the largest cost components 
for any business. Senior management’s challenge is to control those costs while 
simultaneously improving service levels. Oracle WMS contains the advanced WMS 
functionality such as RF/barcode support, directed pick and put away, and license 
plating LPNs, to deliver both operational savings and high service. 

TRANSPORTATION MANAGEMENT 
Real-time communication with both your customers and transportation providers is 
essential to improving customer service. Customers today want an accurate status 
of deliveries, highlighting any at-risk shipments as well as confirming on-time 
deliveries. To improve your customers’ access to information, it is essential to 
collaborate with your transportation providers. Communicating quickly and 
seamlessly with your carriers lets you easily recognize your transportation 
requirements, monitor in-transit events, and provide your customers with visibility 
into the status of the delivery.  

Oracle Transportation allows you to efficiently plan and manage your deliveries 
with your carriers, connecting transportation details such as tracking status and 
proof of deliveries with your customers’ orders. With full visibility, from order 
booking through shipment receipt, Oracle Transportation can eliminate the need 
for numerous telephone calls, faxes, and e-mails. Oracle Transportation supports 
many self-service access and notification methods for information collaboration—
such as XML, EDI, or e-mail—making direct integration with your carriers and 
customers easy to achieve. 

INCENTIVE MANAGEMENT 
Many OEMs use sales incentives—to entice new customer sales, steer consumer 
demand to new products, or stimulate consumer demand on excess vehicle 
inventory related to the “push” automotive mass-production business model. 
Management often makes decisions regarding production rates, planned product 
features, options and model mix, and productivity and quality targets weeks or 
months in advance of actual vehicle orders being placed. In effect, the money spent 
on incentives is one measure of the costs of the make-to-stock (push) business 
model and prior management-planning decisions. The money spent on consumer 
incentives is a substantial portion of an OEM’s SG&A (selling, general, and 
administrative) expense. Realizing all or a portion of the 5-day car vision will 
mitigate the need for incentive expenditures as well as reduce supply-chain and 
operations costs. Besides the impact on operating costs, customer satisfaction is 
achieved by providing consumers with their vehicle of choice within a rapid 
fulfillment cycle. 

“AMR Research Inc., Boston, estimates 
that there are excess inventory costs in 

the auto industry of $700 billion and that 
the industry wastes $25 billion in sales 

incentives each year to clear cars off 
dealer lots.” 

—Michael A. Verespej, “Automakers Put 
Wheels on Supply Chains,” Industry Week, 

Dec 2001/Jan 2002 
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Oracle provides a solution to handle the incentive-management process within an 
OEM and integrate it with the planning, execution, and financial systems. Oracle 
supports the entire consumer vehicle-promotion lifecycle—from planning and 
execution to monitoring and assessment. Oracle Trade Management, Oracle 
Advanced Pricing, Oracle Configurator, and Oracle Business Intelligence provide 
all the functions needed for the OEM incentive-management process. You can 
draft and evaluate tentative promotional plans for their financial impact. 
Consumers and/or dealers can configure their vehicle of preference with the 
incentive and pricing rules applied at the model or feature/option level to influence 
buyer behavior. Most importantly, Oracle solutions monitor and summarize 
incentive-program performance in order to refine future incentive programs. 

CONCLUSION 
Reducing lead time for build-to-order vehicles is on the mind of every automotive 
leader. The pull production business model offers significant advantages in terms of 
reduced inventory costs, improved operational efficiencies, and increased customer 
satisfaction. In addition, the transition to a pull manufacturing model car is a 
strategic move that benefits everyone—from suppliers to OEMs to dealers and end 
consumers. However, the move to such a model, while imperative, requires a 
significant change in the corporation’s ecosystem. Traditional approaches of 
marketing, sales, manufacturing planning, logistics, and even organizational 
behavior must be readdressed to work in concert with the new business-operating 
model.  

A “big bang” approach of overhauling a company will not suddenly reduce build-
to-order lead-times below 25 days. Rather, this change must be evolutionary. 
Corporate systems must evolve systematically and methodically to support the 
overall goal. Likewise, there is no room for error. Getting mired in the details of 
best-of-breed type solutions that are inconsistent in their data models, architectures, 
and standards can easily take a project off track, causing a situation to go from 
proactive to reactive.  

For automotive OEMs focused on significantly reducing their lead times to realize 
a build-to-order vehicle environment, Oracle provides complete, unique, and 
proven solutions that transform the business model of a traditional vehicle 
manufacturer from a make and sell (push) model to a dynamic sense and respond 
(pull) model. Oracle’s solutions provide unmatched connectivity between 
manufacturers and consumers, to facilitate a preference-uncompromised vehicle 
purchase experience for the end consumer. Oracle’s complete solution relies on a 
single data model that is uniform across all its business applications. The end result 
is one consistent, comprehensive solution from one partner—to meet the 
challenges presented by the 5-day car.  

 

“The dot-com revolution didn’t deliver 
because people weren’t willing to change 

their traditional models. Technology 
wasn’t the issue, it was using the 

technology.” 

—Sue Unger, CIO, DaimlerChrysler, quoted 
in “The Road to Automotive Industry 

Innovation,” Automotive Industries’ 2001 
Information Technology Survey 
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