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Introduction  

 
The Fragmentation Problem Most manufacturers do not fail because they cannot make a good 

product. They fail , or stall , because the systems that move that product from the factory 

floor to the customer's hands were never designed to talk to each other. Production planning 

lives in one spreadsheet. Distributor relationships live in someone's inbox. Retail partnerships 

live in a CRM nobody updates. Inventory decisions live in gut feel. Market intelligence, if it 

exists at all, arrives too late to change anything.  

This fragmentation is not a minor inefficiency. It is the single biggest constraint on growth for 

mid-sized and scaling manufacturers. A factory can double its output capacity in a year; it 

cannot double its market reach unless distribution, retail, inventory, and demand intelligence 

scale with it. When one function outruns the others, the result is predictable: stockouts in high-

demand regions, overproduction of slow-moving SKUs, distributor conflict, retail partners who 

lose confidence, and a leadership team flying blind on where real demand is coming from.  

This book lays out the three engines of the M2M Framework, shows how they interact, and 

gives you a practical roadmap for implementing the model inside a real organization , 

whether you run a single-plant operation exporting into three markets, or a multi-site 

manufacturer managing dozens of distributor and retail relationships across regions.  
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Chapter 1 

The Silent Growth Killer , Why Great Products Still Fail 

in the Market 

In the fall of 2021, the world's automakers absorbed an estimated $210 billion in lost revenue 

in a single year , not because they built a bad car, misjudged consumer taste, or lost a price 

war, but because they ran out of a component roughly the size of a fingernail. Semiconductor 

chips became the visible casualty. The real failure sat one layer beneath the headlines: 

production planning, supply chain, and sales forecasting had never been built to talk to one 

another in real time, so no single function in the business could see all three at once. 

The chips weren't the root cause; they were the trigger that finally made an invisible design 

flaw visible. No one , not manufacturing, not logistics, not sales , owned the whole picture 

of what the factory could build, what the supply chain could deliver, and what the market 

actually needed. Each function optimized its own piece. None owned the seam between them. 

That seam, not a chip shortage, is what turned an ordinary supplier disruption into a $210 billion 

write-down. 

The automakers weren't alone, and the chips were never really the point. What happened to 

them is an expensive, highly visible glimpse of a far more common failure building inside 

manufacturing companies of every size, in nearly every industry, right now , usually without 

a single dramatic headline to mark it. 

Figure 1.1. The $210 Billion Wake-Up Call 

 

A single supply shock made a structural gap impossible to ignore , but the gap itself existed 

long before the chips ran out. 

 

The Problem Isn't Quality. It's Coordination. 

Ask a manufacturing executive what keeps them awake at night and you'll hear a familiar list: 

input costs, labor availability, demand volatility, margin compression. Rarely will you hear the 

structural cause sitting underneath most of that list , a disconnect between three functions that 

were never designed to operate as one system. 

Call it the M2M gap: the space between Manufacturing (what gets made), Movement (how 

it gets to market), and Market (what the customer actually wants and will pay for). In most 

organizations, these three functions report to different leaders, run on different systems, chase 

different KPIs, and communicate through slow, translated, often political channels. Each one 

can be winning on paper while the company, together, is silently losing. 
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Figure 1.2. Three Engines, Running Separately 

 

Three capable engines, three separate scorecards, no connection between them , the 

architecture behind the silent growth killer this chapter describes. 

The result isn't occasional failure. It's chronic, structural underperformance , the kind that 

never announces itself as a single dramatic loss, but instead erodes margin and market share 

one quarter at a time, disguised as ordinary business friction. 

The pattern repeats across industries with almost boring consistency: 

● A production team runs at full efficiency, hitting every internal target, building units 

for a line the commercial team has already begun de-emphasizing. 

● A distribution network optimizes for cost-per-shipment, and in doing so starves high-

growth regions of inventory while overstocking mature ones. 

● A sales team closes a major contract, then discovers the factory needs twelve weeks 

of lead time to fulfill it , and loses the account, without a fight, to a competitor who 

can deliver in four. 

● Procurement locks in an attractive unit-cost contract that requires minimum order 

volumes the commercial team's actual sell-through can't absorb without steep 

discounting six months later. 

None of this is a failure of competence. It's a failure of connection. And it is far more expensive 

than most failures of competence, because no one is ever quite responsible for fixing it. 

 

 

Why This Gap Persists 

Three forces keep this disconnect alive inside otherwise well-run companies. 

First, organizational structure. Manufacturing, logistics, and commercial functions are 

almost always built as separate reporting lines with separate P&L accountability. That's not an 

accident , specialization drives efficiency within each function. But it also means every 
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function is incentivized to optimize *its own* metrics, even when doing so steadily undermines 

the other two. A plant can hit every number on its scorecard and still be the reason the company 

misses its growth target, and its leadership will have a perfectly defensible scorecard to prove 

it wasn't their fault. 

Second, information latency. Even companies running modern ERP and CRM systems often 

move critical information , the data that would let production see real demand, or let sales 

see real production limits , through monthly meetings and static reports, across systems that 

were never built to speak to one another. A retail sell-through pattern that shifts in week two 

of a month may not reach a production planner until the fourth week of the following month. 

By the time a market shift is visible to the factory floor, it's already history. 

Third, and most overlooked: incentive misalignment. Plant managers are measured on 

throughput and unit cost. Distribution leaders are measured on cost-per-mile and fill rate. Sales 

leaders are measured on revenue and new logos. Every one of these numbers can hit target in 

the same quarter the company as a whole loses ground , because no one is measured on the 

only thing that actually matters: whether what gets made matches what the market will buy, 

delivered faster than the competition can manage it. 

This is the silent growth killer. It doesn't show up as a crisis. It shows up as inventory that's 

slightly too high, response times that are slightly too slow, discounting that's slightly too 

generous to move stock that shouldn't have been built in that quantity to begin with. 

Individually, these look like rounding errors. Cumulatively, over a fiscal year, they are often 

the single largest unaddressed drag on manufacturing profitability , larger than most cost-

cutting programs could ever hope to claw back. 

Figure 1.3. Three Forces That Keep the Gap Alive 

 

Structure, latency, and incentives rarely fail loudly. Left alone, they quietly guarantee the gap 

persists. 

 

What the Gap Actually Costs 

The individual symptoms are each small enough to escape scrutiny, which is exactly why the 

gap survives budget reviews that would kill a more visible problem. Add them up and a pattern 

emerges that most CFOs would recognize immediately, even though no line item on the income 

statement is ever labeled "M2M gap." 
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● Working capital. Carrying excess or slow-moving inventory typically costs a 

manufacturer somewhere in the range of 20 to 30 percent of that inventory's value 

annually, once financing, warehousing, insurance, obsolescence, and shrinkage are 

combined. A plant that overbuilds by even 8 to 10 percent against real demand is, 

without anyone noticing, financing a permanent drag on return on invested capital. 

● Expedited logistics. Correcting a misallocation after the fact , rushing inventory 

into an understocked region because the original plan sent it somewhere else , 

routinely costs three to five times the freight of a shipment planned far enough in 

advance to move through standard routing. 

● Discounting. Inventory built against a stale forecast rarely gets destroyed; it gets 

marked down. Every markdown point is margin the factory worked hard to create and 

the seam let slip. 

● Lost share. A stockout in a fast-growing account doesn't just cost the missed sale. It 

teaches a customer, a distributor, or a retail buyer to look elsewhere first the next time 

, a cost that never appears on a P&L and is almost always larger than the value of 

the original missed order. 

Table 1.1. What the M2M Gap Costs 

 

A cost with no line item of its own , assembled here from the pattern described above. 

These aren't exotic figures. They're the ordinary, recurring cost of running three well-

intentioned functions as three separate businesses that happen to share a logo. 

 

A Mini Case: The Cost of Disconnected Excellence 

Take a mid-sized industrial equipment manufacturer , a pattern common enough across the 

sector to be instructive regardless of the specific company involved. The business had spent 

three years driving lean manufacturing principles through its plants: cutting cycle times, 

reducing changeover waste, hitting record levels of production efficiency. Every operational 

scorecard told the same story , a clear, measurable win. 

Gross margin barely moved. 

An internal review found the cause wasn't in the factory at all. Distribution was still allocating 

inventory against regional sales patterns that were two years out of date. Meanwhile, the 

commercial team had launched a premium configuration that was outperforming forecasts in 



The M2M Advantages 

7 
 

three regions , but production scheduling never adjusted to prioritize it, because no 

mechanism existed to feed real-time sell-through data back into planning. 

The plant had gotten faster. The company had not gotten better. Efficiency had been optimized 

in isolation while the seams between production, distribution, and market response kept leaking 

the exact value the lean initiative was supposed to capture. 

 

A Second Case: When Growth Hides the Same Gap 

The pattern above is easiest to spot inside a mature, slow-growing business, where flat margins 

draw scrutiny quickly. It is far easier to miss inside a company that's growing fast, because 

rising revenue covers for a multitude of sins , for a while. 

A contract electronics manufacturer offers a sharper version of the same pattern: it grew 

revenue by more than 40 percent over two years, riding a boom in demand for a category of 

connected devices. Every function looked healthy: the plants ran near capacity, the sales 

pipeline was full, and distribution was moving product out the door as fast as it arrived. Gross 

margin, however, compressed by several points over the same period , a fact leadership 

explained, reasonably enough, as the ordinary cost of scaling fast. 

An operational review eventually found a more specific cause. Production had scaled by adding 

shifts and expediting components to meet whatever the sales team had most recently promised, 

because no shared visibility connected committed orders to realistic factory lead times before 

the promise was made. Distribution, meanwhile, was routing a growing share of shipments 

through premium, unplanned freight lanes simply to hit dates that had never been checked 

against actual production capacity. Growth wasn't solving the M2M gap. It was funding it , 

burning margin to paper over a coordination failure that would have been impossible to hide in 

a flat year. 

 

How to Tell If You Have This Problem 

The gap rarely announces itself with a name. It shows up instead as a set of ordinary-sounding 

questions most leadership teams have never actually answered with data: 

● Can your factory say, right now, what sold in the last two weeks , not what the last 

forecast predicted? 

● Does your fastest-growing region get inventory allocated on the same logic as your 

slowest-growing one? 

● When sales promises a delivery date, has anyone checked it against an actual, current 

production schedule , or against what delivery used to take? 

● Is any single metric in the company shared by manufacturing, distribution, and sales 

leadership, reviewed jointly rather than reported separately? 

If the honest answer to more than one of these is no, the silent growth killer described in this 

chapter isn't a hypothetical risk. It is very likely already running, quarter after quarter, inside 

the company's own numbers. 
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Figure 1.4. Four Questions That Reveal the Gap 

 

A short diagnostic, not a verdict , most leadership teams have never actually put these 

questions to the data. 

 

From Diagnosis to Framework 

The companies that consistently outperform their competitors , not for a single quarter, but 

across cycles , are rarely the ones with the best factories, the leanest supply chains, or the 

sharpest sales teams. They're the ones that stopped managing these as three separate disciplines 

and started running them as a single, connected system. In practice, that shift is less about 

acquiring new capability and more about giving up the comfort of managing three scorecards 

in exchange for owning one outcome. 

That's the shift this book is built around. Not another efficiency initiative. Not a reorg for its 

own sake. A framework for closing the specific, costly gap between what a company makes, 

how it moves, and what the market will buy , before that gap quietly costs another year of 

growth. 

The next chapter introduces that framework directly: the M2M model, and the three engines 

, Manufacturing, Movement, and Market , that, properly connected, turn operational 

excellence into compounding commercial advantage. 
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Chapter 2 

The M2M Framework , One System, Three Engines 

A commercial airliner carries three separate hydraulic systems. Not because one wouldn't do 

the job , under normal conditions, a single system would perform perfectly well. It's because 

when systems are interdependent, redundancy and connection matter more than individual 

efficiency. Each system can perform flawlessly in isolation, and the aircraft still fails if they 

aren't designed to work as one. 

Manufacturing companies rarely think of themselves this way. They think of production, 

distribution, and sales as three departments that hand work off to one another in sequence , a 

relay race, baton passed once and forgotten. The companies that consistently outgrow their 

competitors have stopped believing that, without much fanfare. They've realized what aircraft 

engineers figured out decades ago: when three systems share one outcome, they have to be 

designed to run as one. 

This chapter makes that shift precise, and gives it a name. 

 

Three Functions, One System 

The M2M Framework rests on a simple claim: Manufacturing, Movement, and Market are not 

three stages in a chain. They are three engines in a single system, each continuously generating 

information the other two need to function well. 

Manufacturing is the engine of production , what gets built, in what quantity, on what 

schedule. Movement is the engine of distribution , how product reaches the market, through 

which channels, at what cost and speed. Market is the engine of commercial demand , what 

customers want, what they'll pay, and how quickly that's shifting. 

Treated as a chain, these three run in sequence: build it, ship it, sell it. That model made sense 

in an era of stable demand, long product cycles, and slow-moving competition. It makes 

considerably less sense today, when demand shifts by the quarter, channels multiply, and a 

competitor's faster fulfillment can erase a well-built product's advantage before the factory even 

finishes its run. 

Treated as a system, the three engines run in parallel, each feeding the others continuously: 

● Manufacturing needs real-time signal from Market to know what to build next , not 

last quarter's forecast, but this month's actual demand. 

● Movement needs real-time signal from Manufacturing to know what's coming and 

when, so inventory gets positioned before demand arrives, not after. 

● Market needs real-time signal from both Manufacturing and Movement to know what 

it can credibly promise a customer , and what it can't. 

This is the core distinction the rest of this book builds on: a chain transmits information in one 

direction, slowly, and only when someone remembers to pass it along. A system circulates 

information constantly, in every direction, because it's built to. The difference between the two 

isn't operational polish. It's architecture. 
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Figure 2.1. Chain vs. System: Two Ways to Run Three Functions 

 

The chain model isn't wrong. It's simply built for a market that no longer holds still long 

enough to use it. 

 

Why Chains Break Under Modern Conditions 

The chain model wasn't irrational; it was well matched to the conditions it was originally built 

for. Three shifts have eroded that match over the past decade, and understanding them is what 

turns the M2M system from a fashionable reframe into a structural necessity. 

Channel proliferation. A generation ago, most manufacturers sold through one or two 

dominant channels with fairly predictable order cycles. Today the same company might sell 

direct-to-consumer online, through big-box retail, through independent dealers, and through 

marketplace platforms simultaneously , each with a different order cadence, a different data 

trail, and a different demand signal arriving at a different speed. 

Compressed decision windows. Dynamic pricing, social platforms, and same-day fulfillment 

expectations mean customer demand can shift meaningfully within a single week , a 

timeframe a chain-model company, built around monthly or quarterly planning cycles, is 

structurally incapable of matching. 

Supply-side volatility. The semiconductor shortage described in the previous chapter, along 

with tariff changes, freight disruptions, and single-source component risk, means the 

assumptions behind a production plan can change mid-quarter more often than they once held 

steady for a full year. 

A chain, transmitting information in one slow direction, was tolerable when all three of these 

were stable. With all three unstable at once, a chain doesn't just underperform a system , it 

accumulates errors in the same direction every cycle, because nothing in its architecture 

corrects them until the damage is already done. 
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Figure 2.2. Three Shifts That Broke the Chain Model 

 

Each shift alone is manageable. Together, they overwhelm a model built to move information 

in one direction, slowly. 

 

The Feedback Loop Is the Framework 

Most companies already have all three engines. Almost none have built the feedback loops 

between them. 

 

A feedback loop, in this context, is simply a mechanism , a system, a meeting, a metric, a 

piece of software , that takes information generated by one engine and routes it to the other 

two in time for it to matter. Without that loop, each engine optimizes based on stale or partial 

information, and the company pays for it in the ways described in the previous chapter: 

overproduction, misallocated inventory, promises the factory can't keep. 

Three loops matter most: 

1. Market → Manufacturing. Real-time or near-real-time demand signal , sell-

through data, order patterns, pricing response , feeding directly into production 

planning, so the factory builds toward what's actually selling, not what was forecast 

eight weeks ago. 

2. Manufacturing → Movement. Production schedules and capacity constraints 

feeding into distribution planning early enough that inventory can be positioned ahead 

of demand, rather than chasing it after the fact. 

3. Movement → Market. Real distribution capability , actual lead times, actual 

regional availability , feeding into commercial commitments, so sales teams 

promise what the company can deliver, not what would be true in an ideal quarter. 
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Figure 2.3. The M2M Framework , Three Engines, One System 

 

Each engine both feeds and depends on the other two. A chain hands information along once, 

slowly; a system circulates it continuously, in every direction. 

Building these loops doesn't require exotic technology. Many can run on existing ERP and 

CRM systems, a disciplined S&OP process, and a handful of shared metrics , subjects the 

following chapters address in detail. What they require first is a decision: that these three 

functions will be designed and managed as one system, with one shared objective, rather than 

three departments each optimizing its own scorecard. 

 

What Happens Without Each Loop 

What breaks, engine by engine, when one of these loops goes missing is worth spelling out 

precisely , the failure mode differs in each direction, and each one is diagnosable on its own. 

Manufacturing without the Market loop doesn't fail by making bad products. It fails by 

making the right products in the wrong quantities, on the wrong schedule, discovered only after 

the capital is already spent , the overproduction-and-markdown cycle the next chapter 

examines closely. 

Movement without the Manufacturing loop doesn't fail by shipping the wrong items. It fails 

by positioning the right inventory in the wrong place, arriving in regional warehouses days or 

weeks after the demand it was meant to serve has already moved on, or already been lost to a 

faster competitor. 
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Market without the Movement loop doesn't fail by misreading customers. It fails by making 

commercial promises , delivery dates, customization, availability , that the physical system 

behind the promise was never resourced to keep, manufacturing the exact customer 

disappointment the sales team worked hardest to prevent. 

Each of these failures looks, from inside the function responsible, like someone else's problem. 

That is the diagnostic value of the M2M framework: it locates the failure not inside any one 

engine, but in the missing connective tissue between them. 

Table 2.1. What Breaks Without Each Loop 

 

The M2M framework's diagnostic value: it locates each failure in the missing connective 

tissue between engines, not inside any one of them. 

 

When the Website Told the Factory First 

Take a consumer appliance manufacturer that sells through both big-box retailers and its own 

direct-to-consumer channel. For years, production scheduling was driven almost entirely by 

retailer purchase orders , a lagging indicator, since retailers order based on their own 

inventory cycles, not real end-customer demand. 

When the company began feeding direct-to-consumer sales data , a leading indicator, since 

it reflects real-time customer behavior , directly into production planning, the shift was 

immediate. The factory started seeing demand shifts nearly six weeks before they showed up 

in retailer orders. Production adjusted earlier. Distribution repositioned inventory ahead of 

regional demand spikes instead of reacting to them. Stockouts in the direct channel dropped by 

double digits within two quarters , not because the factory got faster, but because it started 

listening to a signal it had access to all along and had simply never been wired to receive. 

Nothing about the company's manufacturing capability changed. What changed was the loop. 
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Figure 2.4. Leading Signal vs. Lagging Signal 

 

The signal existed the entire time. What changed was which one the factory was wired to 

hear first. 

A similar pattern shows up on the industrial side. A manufacturer of replacement parts selling 

through an independent dealer network historically planned production against dealers' 

standing purchase orders , a number shaped as much by dealer floor-space constraints and 

payment terms as by what end customers were actually installing in the field. When the 

company began capturing installation and warranty-registration data as a proxy for real end-

demand, and feeding it into planning alongside dealer orders, it found several regional dealers 

had been chronically under-ordering relative to actual field demand simply to manage their 

own working capital , masking growth the factory had never been told about. Production 

adjusted, and those dealers, for the first time, stopped losing sales to competitors who could 

deliver from stock. The signal had existed in the field the entire time. It had simply never been 

wired back to the plant. 

 

From Model to Mechanism 

Understanding the M2M system conceptually is necessary, but it isn't sufficient. Each of the 

three engines , Manufacturing, Movement, Market , has its own internal logic, its own 

failure points, and its own specific levers a leader can pull to strengthen it. 

The next chapter begins with the first: Manufacturing. Not manufacturing as it's traditionally 

taught , cost reduction and process efficiency , but manufacturing re-engineered to do 

something most factories were never designed to do: respond to demand as it happens, instead 

of predicting it months in advance and hoping the forecast holds. 
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Chapter 3 

Engineering the Factory for Demand, Not Forecasts 

For decades, one of the world's largest consumer goods companies built its entire production 

calendar around a single number: the annual forecast, set months in advance, revised quarterly 

if the company was disciplined and annually if it wasn't. It was a reasonable approach in a 

world where demand moved slowly and shelf space didn't change hands overnight. Then e-

commerce, direct-to-consumer channels, and social-media-driven demand spikes collapsed 

that timeline to weeks, sometimes days , and the annual forecast, once a reliable planning 

tool, became a liability dressed up as discipline. 

It isn't one company's failure to adapt. It's an entire manufacturing paradigm reaching the end 

of its useful life. 

 

The Forecast Was Never Wrong. It Was Always Late. 

Forecasting isn't a flawed idea. It's a necessary one , no factory can run purely on live orders 

with zero planning horizon. The flaw is structural: a forecast is, by definition, a prediction made 

before the fact, and the factory built around it commits real capital , materials, labor, machine 

time , based on that prediction weeks or months before real demand confirms or contradicts 

it. 

When forecasts were reasonably accurate, this gap was tolerable. It no longer is, for a simple 

reason: the variables that used to make demand predictable , stable retail relationships, slow 

product cycles, limited channels , have largely disappeared. Demand today is shaped by 

algorithmic pricing, real-time social sentiment, and channel proliferation that didn't exist when 

most forecasting methodologies were designed. Asking a static, months-old prediction to 

govern a factory operating in this environment isn't a planning limitation. It's a category error. 

The consequence shows up in a predictable pattern: 

● Overproduction of SKUs that looked promising in the forecast but underperform in 

reality, tying up capital in inventory that eventually gets discounted to move. 

● Underproduction of SKUs that outperform the forecast, creating stockouts precisely 

when demand is strongest and customer acquisition is cheapest. 

● A planning culture that treats the forecast as ground truth even after real data begins 

to contradict it, because reversing a production plan is organizationally harder than 

following one, even a wrong one. 

● A lengthening cash conversion cycle, as capital gets committed to materials and labor 

months before revenue is confirmed, then sits in finished-goods inventory even longer 

waiting for demand to catch up to supply. 

The technique behind the forecast was never really the problem. The architecture was , a 

factory designed to respond to a prediction instead of a factory designed to respond to reality. 
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The Hidden Assumption Every Forecast Makes 

Every forecast, however sophisticated the model behind it, rests on one quiet assumption: that 

the near future will resemble a weighted average of the recent past. That assumption holds 

reasonably well over short horizons and degrades , often faster than planners expect , the 

further out a forecast is asked to reach. As a rule of thumb, forecast error doesn't grow gently 

with horizon length; it compounds, so that a forecast confidently accurate at four weeks can be 

little better than a guess at twenty. 

The statisticians who build demand models aren't at fault here; what they're up against is a 

structural limit on what any forecast, however well built, can be asked to do. A factory that 

commits the bulk of its capital based on a twenty-week-out number is, in effect, betting heavily 

on the least reliable part of the curve , and then acting surprised when reality diverges from 

the bet. The fix isn't a better model. It's reducing how much capital gets committed against the 

unreliable part of the horizon in the first place, which is precisely what the structural changes 

below are designed to do. 

Figure 3.1. Why Forecast Error Compounds With Time 

 

The further out a forecast reaches, the more capital it asks a factory to commit against its 

least reliable numbers. 

 

From Forecast-Driven to Demand-Driven 

The shift leading manufacturers have made isn't the abandonment of forecasting. It's the 

demotion of forecasting from primary driver to starting hypothesis , one that gets 

continuously corrected by real demand signal as it arrives, rather than followed rigidly until 

the next scheduled review. 

Four structural changes make this possible: 
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Figure 3.2. Four Levers of Demand-Driven Manufacturing 

 

Four structural changes that demote forecasting from primary driver to starting hypothesis. 

Modular production lines. Factories built around flexible, reconfigurable production , 

rather than long, single-purpose runs optimized for one SKU at a time , can shift output 

toward what's actually selling within days rather than the following quarter's planning cycle. 

Techniques borrowed from lean manufacturing, particularly rapid changeover methods that cut 

the time and cost of switching a line between products, are what make this flexibility affordable 

rather than merely theoretical. The efficiency cost of this flexibility is real, but it's smaller than 

the cost of building the wrong things efficiently. 

SKU rationalization. Many manufacturers carry far more product variants than the market 

actually rewards, each one adding forecasting complexity and diluting the demand signal for 

any single item. Cutting low-performing SKUs doesn't just simplify operations , it sharpens 

the accuracy of demand signal for the products that remain. 

Shortened planning cycles. Where forecast-driven factories plan in quarters, demand-driven 

factories plan in weeks, using shorter, more frequent planning cycles that allow real sell-

through data to correct the plan before a bad prediction turns into a warehouse full of unsold 

inventory. 

Postponement. Rather than committing a unit of production to its final, SKU-specific 

configuration as early as possible, a demand-driven factory pushes that commitment as late as 

it reasonably can , building generic subassemblies or base units first, then finishing, 

packaging, or configuring them only once an actual order, or a much fresher demand signal, 

has arrived. This converts a large share of forecasting risk from a finished-goods problem, 

where errors are expensive and hard to reverse, into a component-level problem, where a single 

flexible subassembly can satisfy several different downstream demand outcomes. 

These changes don't require abandoning discipline; they require redirecting it , from 

defending the accuracy of a static forecast to building a production system that can absorb 

being wrong and correct quickly when it is. 
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Table 3.1. Forecast-Driven vs. Demand-Driven Manufacturing 

 

The shift is a demotion of forecasting from primary driver to starting hypothesis, not its 

abandonment. 

 

Betting Less on the Forecast 

A mid-sized apparel manufacturer illustrates the shift well: it historically committed to seasonal 

production runs six months ahead of retail delivery , a standard practice in the industry, and 

a standard source of the industry's chronic markdown problem. Roughly a third of each season's 

inventory typically sold at full price; the rest moved through progressively steeper discounts. 

The company restructured its production calendar around a smaller initial commitment , 

enough inventory to test real sell-through in the first few weeks of a season , followed by a 

second, larger production run sized against actual demand rather than the original forecast. The 

first run served less as inventory and more as a live market signal. 

The result wasn't a smarter forecast. It was less dependence on forecasting altogether. 

Markdown rates fell substantially, not because the company predicted demand more accurately, 

but because it built a production system willing to wait for real data before committing the bulk 

of its capital. 

 

A specialty power-tool manufacturer applied the postponement lever more directly. Rather than 

forecasting demand for each individual voltage and regional plug configuration months in 

advance, the company began building a common motor-and-housing subassembly against a 

much more stable, aggregate-level forecast, then completing region- and configuration-specific 

finishing only once confirmed orders arrived from each market. Total forecast error at the 

subassembly level was a fraction of what it had been at the finished-SKU level, because the 

aggregate demand for "this product family" is inherently more predictable than the demand for 

any one of its dozen regional variants. Finished-goods inventory fell, availability improved, 

and the factory's overall output barely changed. 

 

S&OP as the Bridge 
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Nothing above works without a mechanism to connect real demand signal to production 

decisions on an ongoing basis , which is precisely the function of Sales and Operations 

Planning, or S&OP. 

Stripped of its usual corporate complexity, S&OP is simply a recurring, structured process 

where commercial, operations, and finance leaders reconcile what the market is actually doing 

against what the factory is currently planning to build , and adjust before the gap becomes 

expensive. Done well, it's not a meeting. It's the operating rhythm that keeps Manufacturing 

tethered to Market, the first of the three feedback loops described in the previous chapter, made 

concrete and recurring rather than theoretical. 

Figure 3.3. S&OP: The Bridge Between Market and Manufacturing 

 

Done well, S&OP isn't a meeting. It's the operating rhythm that keeps Manufacturing 

tethered to Market. 

Done poorly , as a quarterly formality that rubber-stamps whatever the forecast already said 

, it accomplishes nothing. The three most common ways S&OP fails are worth naming 

plainly: it meets too infrequently to matter against a market that moves weekly; it runs on data 

that's already stale by the time the meeting happens; or it produces recommendations that no 

one in the room has the actual authority to act on, so they die unremarked after the meeting 

adjourns. The difference between a functioning S&OP process and a theatrical one isn't the 

framework. It's the frequency, the data quality, and the willingness of leadership to actually let 

the plan change when the data says it should. 

Figure 3.4. Three Ways S&OP Fails 

The framework was rarely the problem. Frequency, data quality, and authority are what 

separate a functioning S&OP from a theatrical one. 
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A factory engineered for demand rather than forecasts is a necessary condition for the M2M 

system to work. It is not sufficient. Even a factory building exactly the right things, in exactly 

the right quantities, still depends on getting those things to the market , and this is where most 

manufacturers unknowingly surrender the advantage they just built. The next chapter turns to 

that second engine: distribution, and why the companies winning today treat it not as a cost to 

be minimized, but as a weapon to be sharpened. 
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Chapter 4 

Distribution as a Weapon, Not a Warehouse 

Two manufacturers, in the same category, launch functionally identical products in the same 

quarter. One reaches 40 percent of its addressable retail shelf space within six months. The 

other, with a marginally better product and a larger marketing budget, reaches 12 percent. 

Eighteen months later, the first company owns the category. The second is fighting to justify 

its continued investment in it. 

The difference wasn't product quality. It wasn't advertising spend. It was distribution , and 

specifically, the fact that one company treated distribution as a strategic system to be designed, 

while the other treated it as a logistics function to be minimized. 

This distinction is the subject of this chapter, and it's one of the most consistently underpriced 

advantages in manufacturing today. 

Exhibit 4.1. Same Product, Same Quarter , Different Distribution, Different Outcome 

40% 

of addressable retail shelf space reached 

within six months 

→  Owns the category within 18 months 

VS 

12% 

of addressable retail shelf space , despite a 

marginally better product and a larger budget 

→  Fighting to justify the investment 

Distribution , not product quality or advertising spend , decided which company owned 

the category. 

 

The Category Error: Distribution as a Cost Center 

Ask most operations leaders what distribution is for, and the answer reveals the problem before 

anyone finishes the sentence: get the product from the factory to the customer as cheaply and 

reliably as possible. Cost per shipment. Fill rate. On-time delivery. All legitimate metrics , 

and all of them frame distribution as a function to be optimized down, not a lever to be 

optimized up. 

This framing made sense when distribution genuinely was a mechanical afterthought , when 

most products moved through one or two channels, competition was regional, and being 

physically present in front of a customer wasn't, in itself, a competitive act. That world is gone. 

Today, distribution determines something far more consequential than cost: it determines 

access. And access, not product superiority, decides a surprising number of category outcomes. 

Consider what distribution actually controls, when viewed correctly: 

● Which customers can buy the product at all, based on channel presence and 

geographic reach. 
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● How quickly a customer can get it, relative to a competitor's offer , often the 

deciding factor in categories where products are otherwise comparable. 

● What price the market will tolerate, since channel structure and inventory availability 

directly shape perceived scarcity and urgency. 

A company that treats this as a cost line to minimize is, in effect, choosing to under-invest in 

the single system that determines whether its product ever reaches the customers who would 

buy it. 

Exhibit 4.2. What Distribution Actually Controls 

ACCESS 

Which customers can buy 

the product at all 

 

SPEED 

How fast it reaches them, 

relative to competitors 

 

PRICE 

What the market will 

tolerate, 

shaped by scarcity 

Three outcomes most companies leave to inertia , and treat, by default, as somebody else’s 

decision. 
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Three Levers, Not One 

Reframed as strategy, distribution has three distinct levers , each capable of amplifying 

manufacturing value or eroding it unnoticed. 

Channel design. Which channels a company chooses , direct-to-consumer, big-box retail, 

specialty distributors, e-commerce marketplaces , isn't a fulfillment decision. It's a 

positioning decision. Channel choice determines who encounters the product, in what context, 

at what price point, next to which competitors. A product engineered for premium positioning, 

sold through a discount-oriented channel, will be perceived as a discount product regardless of 

what went into making it. Channel conflict , a direct-to-consumer price undercutting the same 

product at a retail partner , is rarely a pricing mistake; it's usually a channel-design decision 

no one made deliberately, left to happen by default. 

Partner incentives. Distributors and retail partners are not neutral pipes. They make daily 

decisions about which products get shelf space, sales attention, and promotional support , 

decisions shaped directly by the incentive structure a manufacturer designs, from volume 

rebates and co-op marketing funds to the simple ease of reordering a given SKU. A company 

that under-invests in partner incentives is, in practice, ceding control of its own market access 

to partners who have every rational reason to prioritize a competitor's better-incentivized 

product instead. 

Inventory positioning. Where inventory sits , and how quickly it can move to where demand 

actually is , often matters more than how much of it exists. A company holding the right total 

inventory in the wrong regions is, functionally, in the same position as a company that's 

understocked: unable to serve the customer in front of it, regardless of what the balance sheet 

says. The most sophisticated distribution networks tier their service levels deliberately, holding 

denser safety stock in high-growth or high-volatility regions and leaner stock in slow, 

predictable ones, rather than applying one uniform rule everywhere. 

Each of these levers is a design choice. Left undesigned by default, each one still gets decided 

, just badly, by inertia, historical habit, or whichever partner shouts loudest. 

Figure 4.1. Three Levers of Strategic Distribution 

Channel Design 

A positioning decision, 

not a fulfillment decision 

 

Partner Incentives 

Shapes which products get 

shelf space & sales attention 

 

Inventory Positioning 

Where stock sits often 

matters 

more than how much exists 

Left undesigned by default, each lever still gets decided , just badly, by inertia or habit. 

 

The Math of a Stockout vs. the Math of a Markdown 

The trade-off deserves to be made explicit, because most companies manage it intuitively rather 

than deliberately. A stockout in a growing region costs the immediate lost sale, plus a longer-

term tax on the relationship: a customer or channel partner who substitutes a competitor's 

product once often keeps buying it after the original product comes back in stock. A markdown, 

by contrast, costs a known, bounded amount of margin on inventory that does eventually move. 
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The asymmetry matters. Companies that default to minimizing inventory investment, in the 

name of working-capital discipline, are implicitly betting that the bounded cost of a markdown 

is always cheaper than the open-ended cost of a stockout. In slow-growth, low-volatility 

categories, that bet is often correct. In fast-growing or highly seasonal categories, it is 

frequently wrong , and the companies that win in those categories tend to carry deliberately 

higher safety stock in exactly the regions where the cost of being wrong is highest, treating that 

inventory not as working-capital drag but as a calculated investment in market share. 

Table 4.1. Stockout vs. Markdown , A Decision Matrix 

Dimension Stockout Markdown 

Immediate cost The lost sale itself 
A known, bounded share of 

margin 

Longer-term cost 
A customer taught to buy 

elsewhere first 

None beyond the discount 

itself 

Predictability 
Open-ended; compounds 

through the relationship 

Bounded and quantifiable in 

advance 

Where the safer bet 

usually sits 

Fast-growing or highly 

seasonal categories 

Slow-growth, low-volatility 

categories 

Most companies manage this trade-off intuitively. The companies that win in volatile 

categories manage it deliberately. 

Exhibit 4.3. The Cost Asymmetry , Why the Safer Bet Isn’t Always the Smaller One 

MARKDOWN 
Bounded, known cost 

  

STOCKOUT 
Open-ended, compounding cost   

A markdown ends. A stockout compounds , one lost sale can become a habit of buying 

elsewhere. 

 

Repointing the Weapon 

Consider a specialty food manufacturer selling through a mix of regional grocery chains. For 

years, inventory allocation was based on each chain's total historical order volume , a 

reasonable-sounding rule that quietly rewarded large, slow-growing accounts and starved 

smaller, fast-growing ones of stock precisely when they needed it most to capture emerging 

demand. 

The company restructured its allocation model around sell-through velocity by region rather 

than historical order size , a small mechanical change with an outsized strategic effect. Fast-

growing regional accounts, previously undersupplied, began receiving inventory proportional 

to actual demand growth rather than legacy order patterns. Within a year, those accounts had 
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become the company's largest, not because the product changed, but because distribution 

stopped quietly suppressing the exact demand the company was trying to capture. 

The factory itself hadn't changed at all. The weapon had simply been pointed correctly. 

The same logic plays out in industrial channels, where a manufacturer of safety and protective 

equipment had historically dedicated separate inventory pools to its distributor channel and its 

growing direct-to-institution channel, each sized against its own forecast. Regional shortages 

in one channel routinely coincided with regional surpluses in the other, invisible to either 

channel's planners because no one looked at both pools together. Pooling regional inventory 

across both channels, with allocation rules that let either draw from the shared pool based on 

real-time need, cut regional stockouts sharply without adding a single unit of total inventory. 

The fix wasn't more stock. It was making the existing stock visible and available to whichever 

channel actually needed it that week. 

 

Distribution as Signal, Not Just Movement 

There's a second function distribution performs that's easy to overlook when it's viewed purely 

as logistics: it generates information. Sell-through rates by region, partner reorder patterns, 

channel-specific demand shifts , all of this is market intelligence, arriving earlier and more 

granularly than most companies' formal market research ever will. 

Companies that treat distribution purely as movement discard this signal by default, because 

no one owns the responsibility of routing it anywhere useful. Companies that treat distribution 

as a strategic system capture it , feeding it back into production planning, as the previous 

chapter described, and into commercial strategy as well. 

Exhibit 4.4. Distribution Doesn’t Just Move Product , It Generates the Signal That 

Directs the Other Two Engines 

MOVEMENT 

Sell-through rates  ·  Reorder patterns  ·  Regional demand shifts 

↙  feeds feeds  ↘ 

MANUFACTURING 

Production planning adjusts 

before the shortage or 

surplus arrives 

 

MARKET 

Commercial strategy adjusts 

pricing, promises, and 

positioning 

Captured deliberately, distribution data becomes market intelligence. Left uncaptured, it’s 

just movement. 

A factory engineered for demand and a distribution system engineered for advantage are both 

necessary. But neither one, on its own, decides what gets built and sold in the first place. That 

decision belongs to the third engine , Market , and the next chapter addresses a question 

every manufacturer eventually has to answer honestly: is the market actually shaping what you 

make, or is your production plan quietly shaping what you tell yourself the market wants? 
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CHAPTER 4 , KEY TAKEAWAYS 

✓   Distribution determines access, speed, and price , not just cost. 

✓   Three levers shape it: channel design, partner incentives, and inventory positioning. 

✓   A stockout’s cost compounds; a markdown’s cost is bounded , weigh the trade-off 

deliberately. 

✓   Distribution generates signal. Captured well, it can direct Manufacturing and Market before 

demand fully reveals itself. 
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Chapter 5 

Letting the Market Lead , Turning Demand Into 

Direction 

Somewhere inside a regional beverage company's portfolio, a mid-tier product had begun 

outselling the flagship item , in three markets, two quarters running , and nobody in the 

building had acted on it. The flagship still held the marketing budget, the shelf placement 

agreements, the executive attention. The smaller product kept climbing anyway, for four more 

quarters, before anyone in production adjusted a single unit of output to reflect what customers 

had been saying, clearly and repeatedly, the entire time. 

Data was never the missing ingredient , the sell-through numbers existed from month one. 

What the company lacked was a process built to listen to its own market before it listened to 

its own plan. 

That gap , between what the market is telling a company and what the company is prepared 

to hear , is the subject of this chapter. 

 

The Market Is Already Talking. Most Companies Aren't Listening 

By the time most manufacturers formally research a shift in customer demand, the market has 

usually been signaling that shift for months , through pricing elasticity, reorder patterns, 

channel-specific sell-through, even customer service complaints. The information rarely 

arrives in a single dramatic data point. It arrives gradually, cumulatively, and often in a location 

no one has been assigned to watch. 

Three forces consistently keep companies from acting on signal they already have: 

Internal bias toward the existing plan. Once a product, a production run, or a marketing 

investment has been committed to, organizations develop a structural preference for evidence 

that confirms the plan over evidence that contradicts it. This isn't dishonesty. It's the ordinary, 

predictable pull of sunk cost, and it affects capable executives as reliably as anyone else , 

often most strongly in the people who championed the original plan and have the most 

professional capital invested in it being right. 

Signal fragmentation. Pricing data lives with finance. Sell-through data lives with sales or 

distribution. Customer sentiment lives with marketing or support. No single person is 

positioned to see all three at once, so contradictory signals often exist simultaneously across 

departments , noticed individually, connected by no one. 

Response lag. Even when a signal is seen and believed, the organizational distance between 

"the market wants X" and "the factory is now producing X" is often measured in quarters, by 

which point the signal itself may have moved again. A market insight that takes six months to 

reach production isn't an insight. It's a historical record. 

The market, in other words, is rarely silent. Companies are simply structured to be hard of 

hearing. 
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Exhibit 5.1. Three Forces That Keep Companies From Hearing Signal They Already 

Have 

INTERNAL BIAS 

Sunk cost pulls attention 

toward evidence that 

confirms 

the existing plan 

 

SIGNAL 

FRAGMENTATION 

Pricing, sell-through, and 

sentiment each sit with a 

different department 

 

RESPONSE LAG 

What the market wants and 

what the factory builds are 

often quarters apart 

The market rarely goes quiet , most companies are simply built not to hear it. 

 

Vanity Signals vs. Load-Bearing Signals 

Not every piece of market data deserves equal weight, and one of the quieter failure modes in 

this chapter's diagnosis is companies that do listen to the market , but to the wrong parts of 

it. Brand-awareness surveys, social media engagement, and unweighted customer satisfaction 

scores are useful for some purposes, but they are lagging, noisy, or only loosely tied to actual 

purchasing behavior, and they are frequently the loudest signals in the room precisely because 

they're the easiest to measure. 

Load-bearing signals , the ones strong enough to justify redirecting a production plan , 

share a common feature: they reflect what customers actually do with their own money, not 

what they say in a survey or how they react on a platform. Pricing response, reorder velocity, 

and real purchasing-behavior shifts, covered below, all meet that bar. A useful discipline for 

any leadership team is asking, of any data point proposed as a reason to change the plan, 

whether it would still be persuasive if it came with no anecdote attached , if it were just the 

number, stripped of narrative. 

Table 5.1. Vanity Signals vs. Load-Bearing Signals 

Vanity Signals Load-Bearing Signals 

Brand-awareness surveys 
Pricing response , how fast and how much 

volume holds through a price change 

Social media engagement 
Reorder velocity , how quickly a customer 

comes back for more 

Unweighted satisfaction scores 
Real purchasing-behavior and field-usage 

shifts, including telemetry data 

Loud, easy to measure, loosely tied to 

purchasing behavior 

Quiet, harder to gather, tied to what 

customers do with their own money 

A useful test: would this data point still be persuasive with no anecdote attached to it? 
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Exhibit 5.2. The Persuasion Test , A Quick Filter for Any Proposed Signal 

A DATA POINT IS PROPOSED TO CHANGE THE PLAN 

↓ 

Strip the anecdote. Is the number alone still persuasive? 

↓ 

NO → Vanity Signal 

Interesting, but not 

strong enough to act on 

 

YES → Load-Bearing Signal 

Strong enough to redirect 

the production plan 

If the story is doing the convincing, the number probably isn’t. 

 

The Market as Director, Not Destination 

The conventional model treats the market as the last stop in the value chain , the place where 

a company's manufacturing and distribution decisions finally get judged. The M2M model 

inverts this: the market isn't where the process ends. It's where the process should begin. 

Three specific signals, properly captured, don't just measure demand , they can actively direct 

production and distribution decisions upstream: 

Pricing response. How customers react to price changes , not just whether they buy, but how 

quickly, and at what volume , is one of the fastest, cleanest signals of real demand strength 

available, often weeks ahead of formal sales data. A product that holds volume through a price 

increase is telling a company something concrete about how much more of it to build. 

Reorder velocity. How quickly a customer or channel partner comes back for more is a more 

honest demand signal than the size of the original order, which is frequently shaped by 

promotional terms, minimums, or one-time incentives rather than genuine pull. 

Customer behavior shifts. Changes in how, when, and through which channel customers 

actually purchase , not how a segmentation study assumed they would , routinely reveal 

demand shifts before they show up in any formal forecast. Increasingly, this extends beyond 

point-of-sale data: manufacturers of connected or serviced equipment can observe actual usage 

patterns and consumption rates directly from equipment already in the field, a far more granular 

signal than any purchase order will ever provide. 

These signals aren't exotic. Most companies already collect the underlying data , what's 

usually missing is a mechanism that routes it, quickly and without political filtering, into the 

production and distribution decisions covered in the previous two chapters. 
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Figure 5.1. Three Signals That Direct Production 

Pricing Response 

How fast & how much 

volume 

holds through a price change 

 

Reorder Velocity 

How quickly a customer 

comes back for more 

 

Customer Behavior Shifts 

Real changes in how, when, 

and where customers buy 

The market as director, not destination: these three signals can direct production and 

distribution decisions upstream, before a formal forecast ever catches up. 

Exhibit 5.3. From Signal to Shelf , Turning Market Behavior Into an Upstream 

Decision 

CUSTOMER 

ACTS 

Reacts to price, 

reorders, 

or shifts behavior 

→ 

SIGNAL 

CAPTURED 

Pricing response, 

reorder 

velocity, usage data 

→ 

ROUTED 

UPSTREAM 

Reaches production 

& 

distribution planning 

→ 

PLAN ADJUSTS 

Output, allocation, 

and 

commitments shift 

The lag between stage one and stage four is exactly what most companies are structured to 

make too long. 

 

The Room the Company Was Already Standing In 

Consider a furniture manufacturer that sold a mid-range sofa line through both retail partners 

and its own online store. For over a year, the online store had been showing a pattern that no 

one had acted on: customers who viewed the mid-range model frequently upgraded to a 

premium fabric option at checkout , a detail buried in web analytics that no one in production 

had ever been shown. 

Production continued building the mid-range line in the original fabric ratio, based on retail 

purchase orders that reflected none of this behavior. When the company finally connected 

checkout data directly to production planning, it shifted its fabric mix accordingly. Premium-

fabric units, previously undersupplied and frequently backordered, became available at the 

volume customers had already been asking for , well before the retail channel's own order 

patterns caught up to the same conclusion. 

The market hadn't changed. The company had simply started listening to a room it had been 

standing in the whole time. 

A manufacturer of connected agricultural equipment found an even more direct version of the 

same pattern. Its machines already reported usage hours and component wear back to the 

company for service and warranty purposes; that telemetry had never been connected to 

replacement-parts production planning. Once it was, the company could see, region by region, 

exactly which components were approaching typical failure thresholds weeks before the 

corresponding parts orders arrived , turning what had always been a reactive replacement-

parts business into one that could stage inventory ahead of demand it could now see coming, 

rather than after a dealer's order confirmed it. 
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Closing the Loop, Not Just Opening It 

This is where the argument of the last three chapters converges. A factory engineered for 

demand, from Chapter 3, still needs to know what demand actually is. A distribution system 

engineered for advantage, from Chapter 4, still needs to know where to direct that advantage. 

Both depend entirely on the market signal this chapter describes , and both are only as good 

as the company's willingness to let that signal override the existing plan when the two disagree. 

Knowing this, conceptually, isn't the hard part. Most executives, once shown the pattern, 

recognize it immediately in their own organization. The hard part is building the actual 

mechanism , the systems, the data pipes, the standing processes , that let market signal 

reach manufacturing and distribution fast enough to matter, every week, without relying on 

someone noticing a stray number in a report and championing it personally. 

That mechanism is not a cultural aspiration. It's an infrastructure decision, and infrastructure is 

where the next chapter goes: the digital backbone that allows Manufacturing, Movement, and 

Market to function as one continuously connected system, rather than three functions that 

occasionally, and usually too late, compare notes. 

 

CHAPTER 5 , KEY TAKEAWAYS 

✓   The market signals a shift months before formal research catches up , the barrier is 

internal, not informational. 

✓   Weigh signals by what customers do with their money, not by what’s loudest or easiest to 

measure. 

✓   Pricing response, reorder velocity, and behavior shifts can direct production and distribution 

, not just report on them. 

✓   A factory and a distribution network are only as good as the company’s willingness to let 

real signal override the existing plan. 
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Chapter 6  

The Digital Backbone , Where M2M Becomes Real-Time 

 

Picture three departments at one industrial-parts distributor, each looking at the same product line on 

the same Tuesday and arriving at three different realities. Manufacturing believed the line was running 

two weeks ahead of schedule. Distribution believed it was already sitting in regional warehouses, ready 

to ship. Sales believed it was still six weeks out, and had priced a promotional campaign accordingly. 

A routine audit is what finally surfaced the mismatch. 

All three were technically correct , each was reading accurate data, from a legitimate system, current 

as of the last time someone had updated it. None of the three numbers had been wrong. They had simply 

never been reconciled with each other in time to matter. 

Bad software wasn't the culprit; every system involved worked exactly as designed. The real story is 

what happens when three accurate systems are never connected into one accurate picture. 

MANUFACTURING 

Believes the line is running 2 weeks 

ahead of schedule 

DISTRIBUTION 

Believes the line is already in 

regional warehouses, ready to ship 

SALES 

Believes the line is still 6 weeks out 

, and priced a campaign 

accordingly 

↓        ↓        ↓ 

All three were accurate. None were reconciled. Zero shared picture of reality. 

Figure 6.1. Three accurate systems, three different pictures of reality , the failure this chapter is built to close. 

The Real Problem Isn't the Tools 

It's tempting to treat this kind of fragmentation as a technology gap , a case for buying better software, 

more modern platforms, tighter system integration. Sometimes that's part of the answer. But the 

companies that struggle most with this problem usually aren't lacking capable tools. They're lacking a 

decision about what those tools are actually for. 

Most manufacturing companies already own an ERP system, some form of CRM, and often a dedicated 

demand-planning platform. Individually, each does its job well. What's usually missing isn't a fourth 

system , it's a deliberate design decision about which information needs to move between the three 

that already exist, how fast, and who is accountable for acting on it when it arrives. 

This is a decision-flow problem wearing a technology costume. A company can install the most 

sophisticated integration platform available and still fail at this, if no one has defined which signals 

matter, who needs to see them, and what decision is supposed to change once they do. Conversely, a 

company with relatively modest systems can achieve real alignment simply by being disciplined about 

routing the handful of data points that actually drive Manufacturing, Movement, and Market decisions 

, the signal, not the noise. 
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What "Real-Time" Actually Requires 

The word "real-time" gets used loosely enough in most technology conversations that it's worth being 

precise about what it actually requires, because a company can close one part of this chain and still fail 

entirely if it leaves the other two open. 

Data latency is the delay between when something happens in the physical world , a unit sells, a 

component fails, a shipment departs , and when a system records it. Most companies have made real 

progress here; point-of-sale and warehouse-scanning systems typically capture events within minutes 

or hours. 

Decision latency is the delay between when that data is recorded and when a human, or a system acting 

on a human's behalf, actually reviews it and reaches a conclusion. This is where the weekly-report and 

monthly-meeting cadence described throughout this book does the most damage , data can be 

perfectly current and still sit unreviewed for weeks. 

Action latency is the delay between reaching a conclusion and actually changing what the factory builds, 

what the warehouse ships, or what the sales team promises. A production plan that can only be revised 

at the start of a new quarter has enormous action latency no matter how fast the data or the decision in 

front of it moved. 

Closing only the first of these , buying faster data capture without touching decision or action latency 

, is the single most common and most expensive mistake companies make when they treat this as a 

pure technology upgrade. All three have to close together, or the fastest data in the industry still arrives 

at a decision-maker who can't act on it for another six weeks. 

⏱  Data Latency 

Event happens in the physical 

world → a system records it 

Minutes to hours, for most 

companies today 

→ 

🔍  Decision Latency 

Data is recorded → a person 

reaches a conclusion 

Often weeks, on a monthly-meeting 

cadence 

→ 

⚙  Action Latency 

Conclusion is reached → the 

plan actually changes 

Can be an entire quarter, if plans 

are locked 

 

● 
Event occurs 

● 
Data recorded 

● 
Decision reached 

● 
Plan changes 

All three latencies must close together , closing only the first is the most common and most expensive technology mistake. 

Figure 6.2. The Three Latencies , from a physical event to a changed plan. 

From Software to Infrastructure 

The useful reframe is this: ERP, CRM, and demand-planning platforms are not software tools a 

company happens to own. They are connective infrastructure , the nervous system that either does or 

doesn't let Manufacturing, Movement, and Market function as the single system described in Chapter 

2. 

Infrastructure, in this sense, has one job the tools themselves can't guarantee: closing the distance 

between when information is generated and when it reaches the people who need to act on it. This is 

the real distinction that matters , not which platform a company uses, but whether that platform 

enables real-time alignment or merely produces delayed reporting. 
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The difference between the two is easy to state and consistently underestimated in practice: 

● Delayed reporting tells a company what happened last month, in a document someone has to 

read, interpret, and manually escalate before anyone acts on it. 

● Real-time alignment puts the same information directly in front of the person who needs it, at 

the moment a decision is still possible to change , before the factory has committed the run, 

before the warehouse has misallocated the inventory, before sales has made a promise 

production can't keep. 

Most companies' systems were originally built for the first mode and have simply accumulated 

dashboards on top, without ever redesigning the underlying flow of decisions. The technology upgrade 

rarely fails. The decision-flow redesign underneath it almost always gets skipped. 

Table 6.1. Delayed Reporting vs. Real-Time Alignment 

✗  Delayed Reporting ✓  Real-Time Alignment 

✗  Tells the company what happened last month ✓  Puts the information in front of the decision-maker now 

✗  Requires a document to be read, interpreted, and 

escalated 
✓  Reaches the person who needs it directly 

✗  Arrives after the run is committed ✓  Arrives while the decision is still possible to change 

✗  Most companies' systems were originally built for this 

mode 
✓  Requires redesigning the decision flow, not just the 

dashboard 

The technology upgrade rarely fails. The decision-flow redesign underneath it almost always gets skipped. 

The Connected Decision Layer 

The practical goal isn't total system integration for its own sake , an expensive, often unnecessary 

undertaking. It's building what's best understood as a connected decision layer: a defined, deliberately 

maintained set of data points that move automatically between Manufacturing, Movement, and Market, 

tied directly to specific decisions each function needs to make. 

This layer doesn't require unifying every system a company owns into one platform. It requires 

answering a much narrower question, function by function: what does Manufacturing need to know 

from Market, in what timeframe, to adjust the next production run , and is that information actually 

reaching them before the run is committed? 

A practical way to build this, chapter by chapter, is to work through each of the three feedback loops 

from Chapter 2 and answer four questions for each one: What is the specific data point that needs to 

move? What latency can the receiving function tolerate before the data is useless to them? What 

decision, precisely, is supposed to change once it arrives? And who, by name or role, is accountable for 

making sure it does? A company that can answer all four questions for all three loops has, in practice, 

built its connected decision layer , regardless of how many or how few systems that answer required 

touching. 

MARKET 

Demand: what customers want & will pay 
→ MANUFACTURING 
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Market → Manufacturing: real demand shapes 

the next run 
Production: what gets built, in what 

quantity 

↑ 
CONNECTED 

DECISION LAYER ↓ 

MOVEMENT 

Distribution: how product reaches the 

market 

← 
Movement → Market: real lead times shape what 

sales can promise 

Manufacturing → Movement: 
production plans position inventory ahead 

of demand 

Figure 6.3. The Connected Decision Layer sits at the center of all three feedback loops from Chapter 2 , routing the 

right data point, at the right latency, to the right decision. 

Table 6.2. Connected Decision Layer , Worked Example 

Feedback Loop Data Point That Must Move Decision It Should Change Accountable Owner 

Market → 

Manufacturing 
Real-time sell-through / reorder 

data 
Next production run's mix and 

volume 
Production planning 

leader 

Manufacturing → 

Movement 
Production schedule and 

capacity constraints 
Where inventory is positioned 

ahead of demand 
Distribution / 

operations leader 

Movement → Market 
Actual lead times and regional 

availability 
What delivery dates sales can 

commit to 
Commercial / sales 

leader 

Answering these four questions for all three loops is, in practice, the connected decision layer. 

One Report, Retired 

A packaged goods manufacturer shows the same principle from a different angle: for years, it had 

generated a weekly sales report , accurate, clean, and thoroughly useless for real-time decisions, 

because by the time it reached production planning, the week it described was already over. 

The company made one structural change: instead of a weekly report, daily sell-through data from its 

largest retail partners was routed automatically to a shared dashboard visible to production planners, 

not just sales leadership. Nothing else about the underlying systems changed. The data had existed the 

whole time. 

Within two quarters, the company had measurably reduced stockouts on its fastest-moving items and 

cut excess inventory on its slower-moving ones , not because it predicted demand more accurately, 

but because the same accurate information was now reaching a decision-maker while the decision could 

still be changed, rather than after the fact. 

An industrial equipment manufacturer applied the same principle to a very different data stream. Field-

installed sensors already reported machine operating hours and fault codes back to the company's 

service organization; that data had never reached the replacement-parts factory. Once it did , routed 

automatically, filtered to the handful of signals that actually predicted parts demand , the company 

could see component failure rates building in specific regions weeks before the corresponding purchase 

orders arrived, and adjust production and regional stocking accordingly. The sensors weren't new. The 

decision layer connecting them to production planning was. 
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Infrastructure Enables. It Doesn't Govern. 

A connected decision layer makes real-time alignment possible. It does not, on its own, make it happen 

consistently , because systems don't act on information; people do, inside organizational structures 

that either reward that action or discourage it without saying so. A plant manager can have perfect real-

time visibility into market demand and still ignore it, if their performance is measured purely on unit 

cost. A sales leader can see distribution constraints clearly and still overpromise, if their compensation 

depends solely on bookings. 

The technology closes the information gap. It cannot, by itself, close the incentive gap , and that gap 

is where most M2M implementations quietly stall, regardless of how good their systems are. Closing it 

is the subject of the next chapter: the organizational structure, incentives, and governance required to 

make sure the information this chapter's infrastructure delivers actually gets acted on. 

01  Three latencies, one chain 

Data, decision, and action latency all have to close 

together , closing only one still leaves a slow decision-

maker at the end of a fast data feed. 

02  Infrastructure, not software 

ERP, CRM, and demand-planning tools are connective 

infrastructure. The platform matters less than whether it 

produces real-time alignment or delayed reporting. 

03  Four questions, three loops 

What data point moves, what latency it must beat, what 

decision it changes, and who owns that , answered for all 

three loops from Chapter 2. 

04  Technology enables, it doesn't govern 

A connected decision layer makes real-time alignment 

possible. Whether people act on it is a governance 

question , the subject of the next chapter. 

Figure 6.4. Chapter 6 at a glance , the digital backbone in four ideas. 
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Chapter 7  

Rebuilding the Org Chart Around the Customer, Not the 

Department 

 

By any reasonable measure, one mid-sized manufacturer had done everything right. Production was 

demand-responsive. Distribution data flowed to planning in near real time. A shared dashboard gave 

every function visibility into the same numbers, updated daily. Six months in, the same failures kept 

recurring anyway: inventory misallocated across regions, production runs sized against yesterday's 

assumptions, sales commitments the factory couldn't quite meet. 

An external review eventually found the cause, and it had nothing to do with data. Everyone could see 

the same information. No one was rewarded for acting on it together. The plant manager's bonus was 

tied to unit cost, which meant long, efficient runs of a few SKUs , regardless of what the dashboard 

said the market actually wanted that month. The distribution lead was measured on cost-per-shipment, 

which meant consolidating orders in ways that occasionally delayed exactly the regions where demand 

was spiking. The sales team was measured on bookings, which meant promising delivery windows the 

factory had never agreed to. 

The information had been perfectly connected. The incentives had not. And in a contest between what 

a dashboard says and what a bonus rewards, the bonus wins almost every time. 

PLANT MANAGER 

Measured on: unit cost 

Runs long, efficient batches of a few 

SKUs , regardless of what the 

market wants this month 

DISTRIBUTION LEAD 

Measured on: cost-per-shipment 

Consolidates orders in ways that 

delay exactly the regions where 

demand is spiking 

SALES TEAM 

Measured on: bookings 

Promises delivery windows the 

factory never agreed to 

↓        ↓        ↓ 

The information was connected. The incentives were not , and the bonus wins almost every time. 

Figure 7.1. Three rational functions, three different rewards , and a collectively irrational result. 

The Organization Is a Decision System, Not a Hierarchy 

Most companies think of their org chart as a reporting structure , who answers to whom, who approves 

what. That framing misses what actually determines whether Manufacturing, Movement, and Market 

function as one system: an org chart is, underneath the titles and boxes, a decision system. It determines 

who has the authority to act on information, what they're rewarded for doing with it, and what happens 

when two functions look at the same data and reach different conclusions about what to do next. 

Viewed this way, the failure described above wasn't a data problem or even, strictly, a communication 

problem. It was a governance problem , three decision-makers, each rational within their own 

incentive structure, producing an outcome that was collectively irrational. Incompetence isn't the culprit 

here; this is what happens by default when three functions are measured separately but expected to 

behave as one. 
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Why Conflict Is the Default, Not the Exception 

Manufacturing, Movement, and Market don't just occasionally disagree. Left to their own incentive 

structures, they are built to disagree, because each is optimizing for something genuinely different: 

Manufacturing optimizes for efficiency , long runs, high utilization, low unit cost. This is entirely 

rational, and entirely capable of producing the wrong things efficiently if left unchecked by the other 

two engines. 

Movement optimizes for cost and reliability , consolidated shipments, predictable routes, minimal 

handling. Also rational, and also capable of starving, gradually, the regions with the fastest-growing 

demand if that demand doesn't fit the cheapest shipping pattern. 

Market optimizes for growth and customer satisfaction , faster delivery, more SKUs, more 

customization. Rational as well, and entirely capable of promising a level of speed and variety the other 

two engines were never resourced to deliver. 

No one of these three is wrong in isolation, and the conflict itself isn't a sign that something has broken. 

It's the predictable result of measuring three interdependent functions as if they were independent , 

and it will recur in every company that hasn't deliberately governed against it, regardless of how good 

their systems are. 

MANUFACTURING 

Optimizes for efficiency: long runs, high 
utilization, low unit cost 

↘ 

MOVEMENT 
Optimizes for cost & reliability: 

consolidated shipments, predictable 

routes 

↘ 
STRUCTURAL 

CONFLICT ↙ 

 ↗ 

MARKET 
Optimizes for growth & satisfaction: 

faster delivery, more SKUs, more 

customization 

Figure 7.2. Each engine is individually rational. Left ungoverned, all three still collide. 

Governing the System, Not Policing the Departments 

The fix isn't a reorganization in the traditional sense , new boxes, new reporting lines, a fresh chart. 

It's the introduction of a small number of mechanisms that force the three engines to reconcile their 

natural conflicts before those conflicts reach the customer, rather than after. 

Three matter most: 

Shared outcome metrics. Alongside each function's own operational KPIs, a small set of shared metrics 

, ones that only improve when all three engines cooperate, such as full-order fill rate or time from 

confirmed demand to delivered product , gives every function a reason to care about the other two's 

constraints, not just its own targets. A useful test for whether a metric qualifies as a genuine shared 

metric: could any one function improve it unilaterally, without the other two changing anything? If yes, 

it's still a departmental KPI wearing a shared-metric label. 
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A standing cross-functional forum. Not another status meeting, but a recurring decision-making body 

, typically meeting biweekly, with the senior leader from each engine present and empowered to 

commit their function on the spot , with actual authority to resolve conflicts between the three engines 

when they disagree. This is the practical governance layer that makes the S&OP process from Chapter 

3 and the feedback loops from Chapter 2 something more than good intentions. 

Clear decision rights. When Manufacturing, Movement, and Market disagree , and they will , 

someone needs the explicit authority to decide, quickly, whose constraint takes priority in that instance. 

Ambiguity here doesn't produce careful deliberation. It produces stalling, followed by whichever 

function has the most organizational power getting its way by default, regardless of whether that's the 

right call for the customer. 

Nothing here requires elaborate structural redesign , just a small number of deliberately built 

mechanisms, and the discipline to use them consistently rather than letting old incentive structures 

quietly override new information. 

The Single-Threaded Owner 

There is one further mechanism worth naming directly, because its absence is often the difference 

between an M2M system that runs itself and one that requires constant executive intervention to hold 

together: a single, named leader whose sole job is the health of the connections between the three 

engines, rather than the performance of any one of them. 

This role , sometimes titled a head of integrated business planning, sometimes a chief demand officer, 

sometimes simply the executive who chairs the standing forum described above , does not run 

manufacturing, distribution, or sales. Their entire mandate is the seams between the three: making sure 

the feedback loops from Chapter 2 stay intact, the shared metrics stay honest, and disagreements 

between the engines get resolved on a cadence measured in days, not quarters. Without this role, the 

work of connecting the three engines has no single owner, which means it defaults to whichever function 

head is most persistent , and persistence is not the same as being right for the customer. 

 

🎯  Shared Outcome Metrics 

Improve only when all three engines cooperate , a 

genuine shared metric, not a departmental KPI wearing a 

label. 

🤝  Standing Cross-Functional Forum 

Empowered to resolve conflict on the spot, on a fixed 

cadence , not another status meeting. 

⚖  Clear Decision Rights 

Explicit authority for whose constraint wins, and how fast, 

when the three engines disagree. 

👤  Single-Threaded Owner 

One named leader accountable for the health of the seams 

between the three engines , not the performance of any 

one of them. 

Figure 7.3. Four mechanisms that force Manufacturing, Movement, and Market to reconcile their natural conflicts 

before those conflicts reach the customer. 
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Table 7.1. Illustrative RACI , Cross-Functional Decision Rights 

Decision Manufacturing Movement Market Single-Threaded 

Owner 

Set next production run's mix and 

volume 
R / A C C I 

Reallocate regional inventory C R / A C I 

Approve a customer delivery-date 

commitment 
C C R / A I 

Resolve a cross-engine conflict C C C R / A 

 

R / A Responsible / Accountable    C Consulted    I Informed 

R = Responsible, A = Accountable, C = Consulted, I = Informed. An illustrative starting point , the specific rights 

each company assigns will vary. 

The Metric That Made Hiding Impossible 

The manufacturer from this chapter's opening eventually addressed its problem not by restructuring 

reporting lines, but by introducing one shared metric , full-order fill rate, measured end-to-end from 

confirmed customer demand to delivered product , reviewed jointly by production, distribution, and 

sales leadership every two weeks. Individual departmental KPIs stayed in place. The shared metric 

simply sat alongside them, with enough visibility that no function could improve its own number while 

quietly damaging the others. 

Within two quarters, the recurring pattern of misallocated inventory and missed delivery promises had 

largely disappeared , not because anyone became more capable, but because the three functions were, 

for the first time, being measured on whether the customer actually got what was promised, not just on 

whether each department hit its own target along the way. 

A consumer packaged goods company facing a similar pattern went a step further, creating a dedicated 

demand-integration role reporting directly to the COO, with explicit authority to reallocate production 

priority and distribution capacity when the standing forum couldn't reach consensus within one review 

cycle. The role resolved, on average, only a handful of genuine escalations a quarter , most 

disagreements settled themselves once shared metrics and a standing forum existed. Its real value was 

structural: everyone in the room knew a deadlock had somewhere to go, which meant far fewer 

disagreements were left to fester into the kind of quiet, chronic underperformance described in Chapter 

1. 

The Hidden Failure Point 

Of everything this book covers, incentive design is the most commonly skipped and the most 

consistently responsible for stalled transformations. Companies will invest heavily in demand-driven 

manufacturing, strategic distribution, real-time data systems , and then leave the underlying bonus 

structures untouched, expecting new behavior from people still being rewarded, quarter after quarter, 

for the old one. 

From Framework to Action 
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Taken together, the seven arguments in this book point to a single conclusion. The gap described in 

Chapter 1 is not a symptom of bad products, weak talent, or insufficient investment. It is the predictable 

output of running three interdependent functions as three independent businesses , a design flaw, not 

a performance problem, and one that no amount of effort inside any single engine can fix on its own. 

The fix is not a single initiative or a single quarter's project. It is the combination this book has walked 

through in order: a factory built to respond to demand rather than defend a forecast; a distribution system 

designed as a strategic weapon rather than minimized as a cost; a commercial organization that lets real 

market signal direct production and distribution rather than merely reporting on them after the fact; a 

digital backbone that closes data, decision, and action latency together rather than one at a time; and a 

governance structure , shared metrics, a standing forum, clear decision rights, and, ideally, a single-

threaded owner , that makes sure all of the above survives contact with three competing sets of 

incentives. 

Each of these five pieces compounds the others rather than standing on its own. A demand-responsive 

factory without distribution intelligence still ships the right product to the wrong region. A connected 

decision layer without governance still stalls the moment two engines disagree. It is the combination, 

sustained past the first enthusiastic quarter and built into how the company measures and rewards its 

people, that turns operational excellence into the compounding commercial advantage this book set out 

to describe. 

A system built this way is also, as a direct consequence, a more resilient one. A company that already 

routes real demand signal to its factory in days rather than quarters, that already treats distribution as an 

early-warning system rather than an afterthought, and that already has clear authority to resolve cross-

functional conflict quickly, is simply better equipped to absorb a supplier failure, a tariff shift, or a 

demand shock than a company discovering its three engines are disconnected for the first time in the 

middle of a crisis. The M2M system was built to close a quiet, chronic gap. It turns out to be exactly 

the same architecture a company needs when the gap stops being quiet. 

01  The org chart is a decision system 

It determines who has authority to act on information and 

what they're rewarded for doing with it , not just who 

reports to whom. 

02  Conflict is the default, not the exception 

Manufacturing, Movement, and Market optimize for 

genuinely different things. Left ungoverned, they are built 

to collide. 

03  Govern the system, don't police the 

departments 

Shared metrics, a standing forum, and clear decision rights 

force reconciliation before conflicts reach the customer. 

04  Incentive design is the most-skipped step 

Technology and process change fail quietly when bonus 

structures still reward the old, disconnected behavior. 

Figure 7.4. Chapter 7 at a glance , governing the system, not policing the departments. 
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Chapter 8 

The M2M Maturity Model , Knowing Where You 

Actually Stand 

The CEO of a mid-sized packaging manufacturer was confident, heading into a leadership 

offsite, that his company had already solved the problem this book describes. Production met 

with sales every month. Distribution ran a shared dashboard. Everyone could see the same 

numbers. When an outside facilitator asked a simple question , who, specifically, has the 

authority to change this month's production schedule if the market signal says the forecast is 

wrong? , the room went quiet. Three different people believed the answer was them. None of 

the three had ever had to test it. 

This is the most common failure mode in M2M transformations, and it has nothing to do with 

ambition or budget. Companies rarely fail to build the system because they don't want it. They 

fail because they mistake the presence of the three engines , which every manufacturer 

already has , for the presence of the connections between them, and then try to build every 

connection, across every function and every region, at once. A framework understood 

conceptually and a system built in practice are two different achievements, separated by a 

sequencing problem this chapter exists to solve. 

The first seven chapters of this book made the case for what a connected system looks like and 

why the gap between Manufacturing, Movement, and Market costs more than most companies 

realize. They did not answer the question every executive raises the moment the case lands: 

where, specifically, do we start, and in what order? That is a different kind of problem , 

operational rather than conceptual , and it is the one this chapter, and the two that follow it, 

are built to solve. 

 

Where Most Transformations Actually Fail 

Two failure patterns account for the large majority of M2M efforts that stall, and neither one 

is a failure of insight. 

The first is simultaneous overhaul: attempting to fix all three engines, across every region and 

every product line, in the same quarter. It produces enormous initial energy , new committees, 

new dashboards, a new name for the initiative , that dissipates faster than results appear. By 

month nine, the effort has become synonymous with disruption rather than improvement, and 

the organization drifts back to the habits it knows, because those habits, however flawed, at 

least come with clear individual accountability. 

The second is technology-first sequencing: purchasing a new planning platform, control tower, 

or analytics suite before the governance layer , a shared metric, a standing forum, explicit 

decision rights , exists to give it a purpose. This is the same mistake named at the end of 

Chapter 6, applied to an entire transformation rather than a single loop: the technology closes 

an information gap that was never the company's actual constraint. A large share of the money 

spent on demand-planning software each year buys a better dashboard for the same 

disconnected decision-making that preceded it, and changes remarkably little about what 

actually happens on the plant floor the following Monday. 
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The Four Stages of M2M Maturity 

It helps to be precise about what "building the system" actually means in stages, because a 

company that cannot name its current stage will reliably overreach , attempting Stage 4 

governance on top of a Stage 1 foundation that has no shared metric yet to govern. 

Stage 1 , Disconnected. Manufacturing, Movement, and Market operate as three separate 

businesses that happen to share a logo. No shared metric exists. Every function's scorecard can 

be green in the same quarter the company as a whole loses ground , the pattern described at 

length in Chapter 1. 

Stage 2 , Aware. Dashboards exist. Data is visible across functions, often in real time. What's 

missing is authority: everyone can see the same numbers, but no one is formally accountable 

for acting on them jointly. This is the most common resting state for mid-sized manufacturers, 

and the one the packaging-company CEO at this chapter's opening mistook for the finished 

system. 

Stage 3 , Connected. At least one of the three feedback loops from Chapter 2 runs in near-

real time. A standing forum meets on a fixed cadence. Decision rights are explicit for at least 

the highest-friction disagreements. Gains are real but concentrated , usually in whichever 

loop was piloted first. 

Stage 4 , Compounding. All three loops function continuously. Shared metrics, the standing 

forum, clear decision rights, and ideally a single-threaded owner are embedded in scorecards, 

compensation, and org design rather than layered on top of them. The system keeps performing 

through a demand shock, a supplier failure, or a change in leadership , the subject of the next 

two chapters. 

Figure 8.1. The Four Stages of M2M Maturity 

Stage 1: 

Disconnected 

Three separate 

businesses, 

one logo 

→ 

Stage 2: Aware 

Visibility exists; 

authority doesn't 

→ 

Stage 3: 

Connected 

One loop runs in 

near-real time 

→ 

Stage 4: 

Compounding 

Governance is built 

into 

scorecards and 

comp 

Most companies, honestly assessed, land at Stage 2 , they have made the easy investment 

(visibility) and stopped short of the harder one (shared accountability). 

Stage Defining Behavior 
Typical Failure 

Signature 
Diagnostic Question 

Stage 1: 

Disconnected 

Each engine optimizes its 

own metrics; no shared 

outcome exists 

Every function scorecard 

is green while margin or 

growth quietly erodes 

Is there a single metric two 

engines are jointly, formally 

accountable for? 

Stage 2: Aware 

Shared dashboards and 

data exist; visibility has 

outrun authority 

Everyone sees the same 

numbers; no one is 

empowered to act on 

them together 

When two engines disagree, 

who has explicit authority to 

decide, and how quickly? 
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Stage 3: 

Connected 

One feedback loop runs 

in near-real time; a 

standing forum meets on 

a fixed cadence 

Gains concentrate in the 

one proven loop; other 

loops still lag 

Has the proven loop been 

extended past its original 

pilot region or product line? 

Stage 4: 

Compounding 

All three loops function 

continuously; governance 

is built into scorecards, 

comp, and org design 

The system keeps 

performing through 

disruption or a leadership 

change 

Would the system survive 

the departure of the person 

who built it? 

 

 

Diagnosing Your Starting Point 

Self-assessment is where most companies introduce their first error, because asking a single 

function to grade the health of the whole system reliably produces an answer flattering to that 

function. The plant will report that production is well aligned with demand. Sales will report 

that delivery commitments are realistic. Distribution will report that inventory is well 

positioned. All three can be sincere and all three can be wrong, for the same reason no single 

department could see the whole picture in Chapter 1's opening story. The diagnosis has to be 

cross-functional by design, ideally with a facilitator , internal or external , who has no stake 

in any one engine's scorecard. 

A handful of blunt questions, asked jointly rather than answered separately, tend to reveal the 

true stage faster than any formal audit: 

● Can any two of the three engines point to a metric they are jointly, formally 

accountable for , not merely aware of? 

● Has a cross-functional disagreement in the last quarter been resolved by an explicit 

decision right, or did it stall until the more organizationally powerful function got its 

way by default? 

● Does anyone hold the connections between the three engines as their actual job , or 

is it an informal responsibility layered onto someone already running one of the three? 

● If a regional demand shift happened this week, how many days would pass before it 

reached a production planner? 

Most companies, answered honestly, land at Stage 2. They have made the easy investment , 

visibility , and stopped short of the harder one , shared accountability. Naming that 

precisely is what prevents the next mistake: building Stage 4 mechanisms on a foundation that 

has no shared metric yet to govern. 

 

Sequencing the Build: A Roadmap, Not a Reorganization 

The companies that move through the four stages fastest almost never begin with an org chart 

redesign. They begin narrow, prove the model in miniature, and only then scale it , the same 

pattern that appears repeatedly in the illustrations throughout this book, from the single 

dashboard change in Chapter 6 to the single shared metric in Chapter 7. Four phases capture 

the sequence that tends to work: 
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1. Phase 1: Align and Measure. In the first sixty to ninety days, agree on one shared 

metric , full-order fill rate is a common and effective starting choice , and 

establish a standing forum with a fixed cadence and named attendees empowered to 

commit their function on the spot. Nothing about the org chart changes yet. 

2. Phase 2: Prove One Loop. Select the highest-friction, highest-visibility feedback 

loop , usually Market → Manufacturing , and pilot it in a single region or product 

line rather than company-wide. The goal of this phase is a credible internal success 

story, not full coverage. 

3. Phase 3: Build the Backbone. Only once the pilot has moved the shared metric does 

it deserve targeted technology investment to scale it , a connected decision layer 

built around a proven need, rather than a platform purchased in the hope that a need 

will follow, as Chapter 6 describes. 

4. Phase 4: Govern and Scale. Formalize decision rights, consider a single-threaded 

owner role, and extend the proven loop to the remaining regions, product lines, and 

eventually the other two feedback loops. 

Figure 8.2. Implementation Roadmap , Four-Phase Sequencing 

Phase 1: Align & 

Measure 

Days 1-90: one 

shared metric, 

one standing forum 

→ 

Phase 2: Prove 

One Loop 

Pilot the highest-

friction loop 

in one region or 

line 

→ 

Phase 3: Build the 

Backbone 

Invest in 

technology only 

once 

the pilot moves the 

metric 

→ 

Phase 4: Govern 

& Scale 

Formalize decision 

rights; 

extend to the rest 

of the business 

Prove before you invest, go small before you go company-wide , and let one internal 

success case do the persuading a top-down mandate rarely accomplishes. 

The logic underneath all four phases is the same: prove before you invest, go small before you 

go company-wide, and let one internal success case do the persuading that a mandate from the 

top rarely accomplishes on its own. This sequence is not one-time either , a company that 

reaches Stage 4 in its core business typically has to run a compressed version of the same four 

phases again the next time it enters a new region, channel, or acquired business unit. 

 

Proving It in One Region First 

A mid-market building-products manufacturer, operating three regional distribution centers, 

followed this sequence closely. It began with a single shared metric , full-order fill rate, 

reviewed jointly every two weeks , and piloted the Market → Manufacturing loop in only its 

fastest-growing region, leaving the other two untouched. Within two quarters, the pilot region's 

fill rate had improved enough that the other two regional leaders asked to be included, rather 

than having the change imposed on them. The rollout that followed was, in effect, requested 

from below instead of mandated from above. 

A specialty auto-parts supplier, competing in a similar category, took the opposite path. It 

launched a new ERP system, a reorganized reporting structure, and a revised incentive plan 

across all six of its plants in the same quarter. Eighteen months and a substantial investment 



The M2M Advantages 

46 
 

later, most plants had drifted back to their legacy planning spreadsheets, because the new 

dashboards had gone live before anyone had agreed on the shared metric they were supposed 

to serve , so users saw new software describing an old, unchanged set of incentives, and 

trusted it accordingly. 

 

Why the Order Matters More Than the Ambition 

None of the four phases above is complicated on its own. What makes the sequence difficult is 

discipline: resisting the temptation to announce full-scale transformation before a single loop 

has proven itself, and resisting the parallel temptation to buy sophisticated technology as a 

substitute for the harder, slower work of building shared accountability. Ambition sets the 

destination. Sequencing determines whether the company actually arrives, and roughly on the 

timeline it expected. 

A roadmap like this one is built and tested under ordinary operating conditions , stable 

demand, functioning suppliers, a market that behaves roughly as expected. That is a necessary 

proving ground, but it is not the hardest one. The real test of whether an M2M system has been 

built durably comes when none of those conditions hold at once , and that harder test is where 

the book turns next: what happens to the model when the ground shifts without warning. 
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Chapter 9 

M2M Under Pressure , When Disruption Becomes 

the Test 

 

On a Tuesday morning in early spring, two mid-sized appliance manufacturers, each sourcing 

roughly a third of their component costs from the same overseas region, learned that a new 

tariff would take effect on their primary input within thirty days. Both are well-run companies 

with capable people in every function. What happened next had almost nothing to do with 

talent and almost everything to do with architecture. 

Company A's standing cross-functional forum met within forty-eight hours , an emergency 

session, not a scheduled one, but the mechanism already existed and needed no invention. 

Manufacturing already knew which SKUs used the affected component and at what volume. 

Movement already had visibility into current in-transit and warehouse positions. By day five, 

the company had a two-supplier re-sourcing plan, a pricing adjustment reviewed jointly by 

commercial and finance, and a customer communication plan that promised only what 

production could actually still deliver. 

Company B's plant managers learned about the tariff from a news alert. They spent the better 

part of a week simply determining how many units used the affected part, because no system 

connected bill-of-materials data to real-time sourcing exposure. By the time that answer 

existed, sales had already reassured several key accounts using the old cost structure, because 

no one had told them to wait. The company spent the following quarter compressing margin it 

didn't need to give up, informing customers later than its competitor, and pinning an entire 

quarter's underperformance to a tariff that a coordination failure had already been 

manufacturing before the tariff ever took effect. 
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The tariff was real, and it hit both companies identically. It did not create the difference between 

them; it revealed a difference in architecture that had existed all along , the same way the 

semiconductor shortage in this book's opening chapter revealed, rather than caused, an 

underlying coordination failure. This is the central claim of this chapter: an M2M system is not 

primarily a growth tool that happens to also help during a crisis. It is, in substantial part, a 

resilience system that happens to also compound growth in ordinary times. Disruption doesn't 

test whether a company built the model correctly. It's the only test that fully counts. 

 

Disruption Doesn't Create the Weakness. It Reveals It. 

Chapter 6 described three kinds of latency that determine how quickly a company can act on 

information: how long it takes data to arrive, how long it takes a decision to get made once the 

data has arrived, and how long it takes that decision to become real-world action. In ordinary 

operating conditions, all three latencies can be measured in weeks without doing visible 

damage, because demand, supply, and cost are all moving slowly enough to tolerate the delay. 

A disruption compresses the tolerable delay to days, sometimes hours, without giving the 

company any time to build new muscle to match. Whatever latency already existed in the 

system doesn't get a grace period , it simply becomes expensive very quickly, in full public 

view of customers and the balance sheet at once. A company discovering its coordination gap 

for the first time during a crisis is not merely unlucky. It is paying, all at once and under 

maximum pressure, a bill that ordinary operations had been deferring for years, unremarked. 
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Three Kinds of Shock, Three Different Failure Points 

Not every disruption tests the same connection. Distinguishing between them helps a leadership 

team know, in the first hours of a crisis, which of the three feedback loops from Chapter 2 

needs to fire first. 

Supply shock. A critical input becomes unavailable, delayed, or sharply repriced , a tariff, a 

supplier failure, a raw-material spike. This tests the Manufacturing → Movement loop most 

directly: can distribution reposition existing inventory and reprioritize allocation toward the 

customers and SKUs that matter most before the shortage reaches them, rather than after? 

Demand shock. Demand spikes or collapses suddenly , a product goes viral, a competitor 

stumbles, a recession lands harder or faster than expected. This tests the Market → 

Manufacturing loop: can production see and act on the new signal inside days, rather than 

waiting for the next quarterly forecast revision to catch up to a reality that has already moved 

twice by then? 

Logistics shock. A port closes, freight capacity tightens sharply, or a shipping lane becomes 

unusable. This tests Movement's connections in both directions at once , rerouting production 

priority toward what can still reach the customer, and resetting commercial promises before 

sales locks in delivery windows the physical system can no longer support. 
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Figure 9.1. Disruption Decision Tree , Which Loop Fires First 

If This Happens First … … This Loop Must Fire … … Routed To 

Manufacturing sees a supply 

constraint 
Manufacturing → Movement 

Distribution / operations 

leader (pre-authorized) 

Market sees a demand spike or 

collapse 
Market → Manufacturing 

Production planning 

leader (pre-authorized) 

Movement sees a logistics 

failure 

Movement → Market and 

Movement → Manufacturing 

Standing forum 

(escalated) 

Any engine sees a cost shock 

(e.g., a tariff) 
All three, in sequence 

Single-threaded owner or 

CEO delegate 

A fast, first-hour triage tool, agreed before a crisis rather than negotiated during one. The 

full response matrix follows below. 
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The Disruption Response Matrix 

The specific mechanism that must fire first, and who holds the authority to act on it, differs by 

shock type. A simple matrix, agreed on before a crisis rather than negotiated during one, 

removes the single most common source of wasted time in the first critical days: 

Disruption 

Type 

Engine That 

Sees It First 
Loop That Must Fire 

Decision Right 

Holder 

Target Time-

to-Decision 

Supply shock Manufacturing 
Manufacturing → 

Movement 

Distribution/operations 

leader, pre-authorized 
Days, not weeks 

Demand shock Market 
Market → 

Manufacturing 

Production planning 

leader, pre-authorized 
Days, not weeks 

Logistics 

shock 
Movement 

Movement → Market 

and Movement → 

Manufacturing 

Standing forum, 

escalated 
Under one week 

Cost shock 

(e.g., tariff) 

Whichever 

engine sees the 

cost first 

All three, in sequence 
Single-threaded owner 

or CEO delegate 

One to two 

weeks for a full 

replan 

 

 

Compressing the Decision Cycle, Not Just the Data Cycle 

Faster data alone doesn't shorten a crisis if the authority to act on it still has to be improvised. 

A company can have real-time visibility into a supply shock and still lose a week arguing about 

who gets to decide the re-sourcing plan, because that argument was never settled in advance. 

This is where the single-threaded owner introduced in Chapter 7 earns their keep most visibly: 

their standing authority to convene an emergency session and force a decision inside a pre-

agreed window means the company isn't negotiating governance and responding to the crisis 

at the same time. 

In practice, this often means temporarily tightening the standing forum's cadence , from 

biweekly to daily, for a defined window , rather than replacing it with something new. The 

mechanism doesn't change under pressure. Its frequency does. Companies without a standing 

forum to tighten in the first place spend their most valuable early days building governance 

from scratch, under the worst possible conditions to do it well. 

 

Same Mechanism, Opposite Emergency 

An industrial fasteners manufacturer facing a sudden tariff on imported steel components used 

its existing standing forum , already meeting biweekly under normal conditions , to 

compress its cadence to daily for three weeks. Sourcing, pricing, and customer commitments 

were replanned jointly within twelve days, and the company recaptured most of the margin a 

slower response would have surrendered to discounting and expedited freight. A close 

competitor without an equivalent forum took most of a full quarter to reach the same set of 
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decisions, having spent the first several weeks simply establishing who was allowed to make 

them. 

A consumer electronics company facing the opposite problem , a product that unexpectedly 

went viral and outsold its forecast by a wide margin within two weeks , used the same 

architecture to different effect. Its Market → Manufacturing loop, built and proven under 

ordinary conditions per the roadmap in the previous chapter, fed the demand spike directly into 

production planning before the following month's retailer purchase orders would have shown 

it. The factory added a second shift inside the same demand cycle the spike began in, rather 

than the one after it. The mechanism that handled a sudden shortage and the mechanism that 

handled a sudden surplus of demand were, notably, the same one. 

 

Resilience Is a Byproduct, Not a Separate Initiative 

The most common overcorrection after a difficult disruption is to permanently increase safety 

stock across the board , a response that feels prudent and is usually the wrong lesson. Chapter 

1 already established what excess inventory costs in carrying charges alone; a company that 

responds to one bad quarter by permanently financing a larger cushion has traded a visible, 

one-time crisis for an invisible, permanent drag on return on invested capital. The better lesson, 

almost always, is that the feedback loops were too slow, not that the buffers were too small. 

A company that has genuinely built the M2M system doesn't need a separate resilience program 

layered on top of it. The same shared metrics, standing forum, and clear decision rights that 

compound commercial advantage in ordinary times are the mechanism that absorbs a 

disruption when one arrives , which is precisely the point made at the close of Chapter 7. The 

harder question isn't whether the system can survive one bad quarter. It's whether the system 

survives long after the quarter that tested it has been forgotten, once the crisis passes, attention 

moves elsewhere, and the people who built it are no longer the ones running the company. That 

question is the subject of the final chapter. 
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Chapter 10 

Sustaining the Compounding Advantage , From 

Framework to Culture 

Return to the manufacturer introduced in Chapter 7 , the one that closed a recurring pattern 

of misallocated inventory and missed delivery promises by introducing a single shared metric, 

full-order fill rate, reviewed jointly by production, distribution, and sales every two weeks. 

Three years later, a new chief operating officer arrived from a different industry, inherited a 

leaner budget mandate, and, without any real objection to the practice, quietly stopped 

requiring the joint review , folding the metric back into each function's separate monthly 

report, because that was administratively simpler and no one on the leadership team objected 

out loud. 

Eighteen months after that, the company's original pattern of misallocated inventory and 

missed delivery promises had fully returned, discovered by a new chief financial officer who 

assumed, reasonably, that she was the first person to notice it. Nothing about the underlying 

system had been dismantled on purpose. The dashboard still existed. The data was, if anything, 

better than it had been three years earlier. What had quietly disappeared was the mechanism 

that forced anyone to act on that data jointly , and with it, the entire advantage the earlier 

chapters of this book describe. 

This is the risk this final chapter addresses, and it may be the most underestimated one in the 

entire model: an M2M system that isn't built to survive its own success , a leadership change, 

a cost-cutting cycle, a merger, a founder's departure , was never actually built. It was 

borrowed. 

 

Why Good Systems Decay 

Every mechanism described in this book , the shared metric, the standing forum, the single-

threaded owner , is, from an org chart's perspective, an addition layered on top of the 

company's default administrative unit: the department, with its own budget, its own P&L, and 

its own reporting line. That default unit doesn't disappear once governance is added on top of 

it. It simply waits, and it reasserts itself the moment attention or budget tightens, because 

departmental accountability is what the rest of the company's systems , compensation, hiring, 

promotion , were already built around. 

The single-threaded owner role is especially vulnerable to this gravity, for a structural reason: 

it doesn't own a P&L. In a cost review conducted by people who weren't present for the original 

transformation, that role reads as overhead , a coordination layer with no revenue line of its 

own , rather than as the thing invisibly preventing the much larger, invisible cost described 

in Chapter 1. Cutting it looks, on the spreadsheet used to justify the cut, like pure savings. What 

it actually removes is the only function whose job was keeping the other three connected. 

 

 



The M2M Advantages 

56 
 

Embedding, Not Just Installing 

The difference between a system that survives its own success and one that quietly decays is 

rarely dramatic. It comes down to whether the governance mechanisms were embedded into 

the company's permanent operating structure, or merely installed on top of it as a project with 

a name and, eventually, an end date. A handful of practices make the difference: 

● Put the shared metric on the board scorecard, not just the transformation's 

scorecard. A metric reported to the board alongside revenue and margin survives 

leadership transitions that would otherwise retire it unnoticed; a metric that only lives 

inside an internal transformation dashboard has, by definition, an expiration date tied 

to that dashboard's sponsor. 

● Attach real compensation to it, indefinitely. A shared metric with no bearing on any 

function leader's variable pay is a suggestion, not a governance mechanism. It needs 

to remain a formal, if modest, share of compensation for all three engine leaders 

permanently , not only during the transformation's first year, when everyone is still 

paying attention. 

● Document the standing forum and the single-threaded owner role on the org 

chart itself. Treat the integration function as a permanent structural feature with its 

own succession plan, the same way a company plans for succession in finance or 

legal, rather than as a temporary assignment that quietly evaporates when its first 

occupant is promoted or leaves. 

● Revisit decision rights on a fixed schedule, not only when they fail. An annual 

governance review, scheduled deliberately, catches a decision right that has quietly 

become contested again as personnel change , rather than waiting for a disruption, 

as in the previous chapter, to reveal the gap under the worst possible conditions. 

Table 10.1. Installed vs. Embedded 

Mechanism Installed (Fragile) Embedded (Durable) 

Shared metric 
Lives on a transformation 

dashboard 

Reported on the board scorecard 

alongside revenue and margin 

Compensation No bearing on variable pay 

A fixed, modest, permanent 

share of every engine leader's 

pay 

Standing forum & 

owner role 
An informal assignment 

Documented on the org chart, 

with a real succession plan 

Decision rights Revisited only when they fail 
Reviewed on a fixed annual 

schedule 

The difference between a system that survives its own success and one that quietly decays is 

rarely dramatic , it is these four habits, sustained. 
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The Role of Technology and AI: Accelerant, Not Substitute 

The digital backbone described in Chapter 6 has only gotten more capable since that chapter 

was written. Increasingly sophisticated demand-sensing tools, control-tower platforms, and AI-

assisted planning systems can meaningfully shrink the data and decision latencies this book 

has discussed throughout , surfacing a regional demand shift, a supplier risk, or a margin 

exposure faster and more precisely than a human analyst working from static reports ever 

could. 

None of that changes the argument made at the end of Chapter 6: technology closes an 

information gap. It does not, on its own, close an incentive gap. An AI forecasting model 

layered onto a company with no shared metric and no clear decision rights simply produces 

better information for people who are still measured and rewarded to ignore it, faster than 

before. The modern version of the technology-first mistake described in Chapter 8 isn't buying 

a legacy ERP system before the governance exists , it's treating an AI or analytics purchase 

as the transformation itself, rather than as an accelerant for a governance structure that has to 

be built first, by the harder and slower means this book has described. 

 

The Company That Never Let the Metric Lapse 

A diversified industrial manufacturer took the opposite path from the one described at this 

chapter's opening. It embedded its shared fill-rate metric into board-level reporting from the 

first year, tied a fixed, modest share of each engine leader's bonus to it permanently rather than 

as a launch-year incentive, and gave its single-threaded owner role a formal successor 

identified two years before the original occupant was promoted into a general management 

position elsewhere in the company. Across two subsequent CEO transitions and one 

divestiture, the mechanism never lapsed, because no single person's departure was ever a 

precondition for its survival. The company's fill rate and inventory efficiency, five years on, 

remained near the levels the original transformation had achieved , not because anyone kept 

fighting to defend it, but because there was, structurally, nothing left to defend. It had simply 

become how the company operated. 

 

Becoming an M2M Company 

The deeper goal of everything this book has described was never to run “an M2M initiative” 

indefinitely. Initiatives, by their nature, end , they get renamed, absorbed, or wound down 

without ceremony once their original champions move on. The goal is to become, structurally, 

a company that no longer distinguishes between manufacturing, movement, and market as 

separate businesses that happen to share a logo, the condition described at the very start of this 

book. 

That shift is visible less in any single metric than in what a new hire assumes on their first day: 

that a joint metric already exists, that a standing forum already meets, that a new leader inherits 

the connective tissue between the three engines the same way they'd inherit a finance function 

or a legal department , as ordinary infrastructure, not as a program with a name. The 

vocabulary itself changes, quietly, from something introduced by a transformation team into 

something people simply use to describe how the company runs: the loop, the seam, the shared 
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metric. When that language stops sounding like a framework and starts sounding like common 

sense, the system has stopped being an initiative and become a culture , and cultures, unlike 

initiatives, don't have an end date. 

Figure 10.1. The M2M Operating Model 

Manufacturing 

Production 
 

Movement 

Distribution 
 

Market 

Demand 

 

Digital Backbone 

Data, decision, and action latency, closed together 

 

Governance 

Shared metrics · standing forum · decision rights · single-threaded owner 

Three engines, continuously connected, running on a digital backbone and held together by 

governance , the complete architecture this book has built, chapter by chapter. 

 

 

Ten Chapters Later 

The first two chapters of this book diagnosed a gap and gave it a name. The next four examined 

each of the three engines and the connective infrastructure between them in turn. Chapter 7 

addressed the governance required to make any of it survive contact with competing incentives. 

The three chapters since have addressed what the first seven left unanswered: how to actually 

build the system without stalling, how it holds up when the ground shifts without warning, and 

how it survives long after the people who built it have moved on. 

None of these ten arguments is sufficient by itself, and that was true from the opening pages: a 

demand-responsive factory without distribution intelligence still ships the right product to the 

wrong region; a proven feedback loop without governance still stalls the moment two engines 

disagree; a resilient response to one disruption without embedded, permanent mechanisms is 

simply a good year, not a durable advantage. It is the full combination, sequenced deliberately, 

tested under pressure, and built into the company's permanent operating structure rather than 

layered temporarily on top of it, that turns a well-run factory, a well-run distribution network, 

and a well-run sales organization into something none of the three can be on its own: a single 

system that compounds. 

The automakers in this book's opening chapter didn't lose an estimated $210 billion to a chip 

shortage. They lost it to three well-run engines that had never been asked to run as one , and 

a compressed, high-pressure version of that same coordination failure would have found them 

regardless of which component ran short first, in whichever year it happened. A company that 

closes that gap doesn't just avoid one bad year. It builds the only kind of advantage that gets 

stronger the longer a competitor takes to notice it's missing. 


