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Abstract 

This paper seeks to uncover the problem of goal distortion at the marketing-

operations interface within manufacturing firms. While demand fulfilment objectives 

guide strategic goal formulation in most industries, distortions of these goals often 

occur at the operational level. We examine reasons for such organizational distortion 

using a case study conducted at a global automotive manufacturer. In this case, we 

found path dependency, poor cross-functional integration, and unsynchronized 

performance indicators as the main causes of goal distortion. Examining a systemic 

trade-off consciously encouraged by the organization, we argue that cross-functional 

goal alignment can be more important for lasting competitiveness than achieving 

superior performance in individual processes such as speed or efficiency.  

 

Introduction 

Being able to produce exactly what customers want, when they want it, would 

no doubt enhance the competitiveness of a firm. The challenges to implement such a 

strategy however are formidable, and many companies, especially in the automotive 

industry, still settle for production according to long-term forecasts. Unfortunately, 

customer choices rarely coincide with forecasts, resulting in missed sales and 

inventory of weeks piling up in the distribution channel, while executives applaud 

marginal improvements in factory efficiency (Holweg and Pil, 2001). 

In this paper we document a case study conducted at a global automobile 

manufacturer in which we address the question of how and why customer demand 

signals get lost in companies. The angle we take on this subject is that of strategically 

misaligned goals. We argue that for any organization to sustain success in a 

competitive market, it must have a clear vision that is internalized by all its 
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constituent parts. A shared vision should direct resources and attention to the right 

targets, and provide a consistent set of performance indicators to guide decision-

making at all levels of the firm. An industrial organization however is also a coalition 

of individuals who in addition to their common goal have individual goals as well. 

The individual goals of managers, employees, and stockholders are often related to 

the business’ customers in different ways. Employees mostly join a firm in order to 

earn a living and express part of their identity; managers are often concerned with 

competitiveness and prestige; while some stockholders purely focus on the firm’s 

profit. Each organization must deal with the potential of conflict that resides in these 

different goals. In this paper we direct our attention to the question of how differences 

between marketing and operational targets can result in conflict, taking into account 

that individuals do not necessarily have the same goals for being part of an 

organization.  

The organizational interface at which we focused our study is that between 

marketing and operations. We choose this interface because it appeared a prime area 

for goal distortion in our case study. In the literature the linkages between marketing 

and operations are recognized as being of central importance to effective decision-

making in such important areas as product development, sales and operations 

planning, and manufacturing planning (O’Leary-Kelly and Flores, 2002). However, 

the interface between marketing and operations is certainly not the only interface in 

which goal distortion can occur. As Figure 1 (adapted from Porter, 1980) shows, there 

are eight main organizational interfaces in which distortion can occur. The areas of 

our focus are shaded in grey. 
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Figure 1: Interfaces in the firm (adapted from Porter, 1980) 
 

 
 

In what follows we first review the literature on defining organizational goals 

and customer demand fulfilment. In the second section of this paper we present our 

case study conducted at a large car manufacturer, in which we found path dependency, 

poor cross-functional integration, and unsynchronized performance indicators as the 

main causes of goal distortion. We examine a systemic trade-off that is consciously 

encouraged by the organization in question, and argue that cross-functional goal 

alignment can be more important for lasting competitiveness than fulfilling local 

targets of superior performance. In the conclusion we give suggestions for future 

research. 

 

Literature Review: Defining Goals 

In the traditional neoclassical view of economics it is assumed that economies 

will naturally move to a state of equilibrium in which resources are allocated and used 
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most efficiently, provided that economic actors are given ample freedom to pursue 

their individual economic interests. Applying a strict interpretation of the neoclassical 

approach to our current topic of strategic goal alignment would mean that our case 

company is either in or moving towards an equilibrium state in which it allocates and 

uses resources in the most efficient way possible. According to this line of reasoning, 

individuals always make rational decisions (Saaty, 2002). 

Contrary to the neoclassical believe in equilibrium, the argument of increasing 

returns holds that it is unlikely that all firms and economies are approaching, or 

already in, an equilibrium state; better or equally good states might exist (Arthur, 

1994). Positive feedback can create the lock-in of economic events and ultimately 

result in the selection of a particular path “regardless of the advantages of the 

alternatives” (Arthur, 1994: 1). An example is the adoption of an inferior technology 

based on its widespread usage. From this point of view, the state companies are in 

represents one alternative that does not necessarily represent the “best” outcome or 

even the goal that the company board envisioned. The actions of individuals in the 

system are not aligned but locally focussed and locked-in by positive feedback. The 

reason for this is that not all economic actors are perfectly rational, making decisions 

unbiased by external factors, resulting in companies being in an equilibrium state 

where they use and allocate resources most efficiently. Contextual factors and 

imperfect knowledge, to name just two, clearly distort perfect decision making.  

Decision-making in this second approach is not viewed as a solely rational 

process, it is rather argued that while firms attempt to make rational decisions aligned 

with the overall goal of the organization, in reality the aggregated decisions of actors 

in organizations may be ill-aligned due to their temporal and spatial dispersion, as 

well as the difficulty of decomposing overall organizational goals into different 
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divisional goals (Cyert and March, 2002). In this paper we take this second view and 

show how we found in our case study that poor alignment of functional goals as well 

as unsynchronized performance indicators can lead to conflict and decreased 

competitiveness. 

We assume that a goal of most industrial companies is to develop long-term 

sustainable competitiveness (Porter, 1980). This goal can be achieved in two strategic 

ways: by increasing productivity or by increasing volume (Slack, Chambers and 

Johnston, 2007). An increase in productivity can be achieved through the reduction of 

costs, an increase in margins or prices, increased product mix, or value added. Growth 

in volume can be achieved by creating new markets, innovating, attracting new 

customers, or merging with other firms. While both strategies could potentially 

support customer oriented business strategies, in themselves they do not provide a 

clear roadmap as to how goals should be subdivided into lower level operational 

decisions for all business units involved.  

Several authors have suggested that high-level business objectives are often 

rather vague and ambiguous (Cyert and March, 1992; Jensen and Meckling, 1998; 

Meyer and Rowan, 1977; Simon, 1959). Because of this vagueness, considerable 

disagreement and uncertainty about sub-goals is not surprising, and the concurrent 

pursuit of different goals in different divisions of organizations is a situation often 

encountered at vehicle manufactures. At the base of this situation lies the difficulty of 

decomposing the high-level goal of lasting competitiveness into concrete operational 

sub-goals. Successful decomposition depends on the organizational ability to define 

non-conflicting measures and sub-objectives for each business unit, which in its turn 

is dependent on the articulation of effective measurements of sub-goals and their 

contribution to the overall goal. Different sub-goals, such as operations and marketing 
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goals, need to be aligned with the overall business strategy. Otherwise the 

organization runs the risk of performing efficiently at the wrong tasks. 

 

Case Study: Marketing and Operations in the Automotive Industry 

Background 

The famous remark attributed to Henry Ford that customers could have any 

car as long as it was black, clearly indicates how at the beginning of the twentieth 

century “push” goals dominated in the automotive industry. The 1960s slogan “every 

car for every purse and purpose” by Alfred Sloan shows the transition to a more 

customer-oriented approach. In the twenty-first century customer demand has become 

the leading strategic goal, and a good example is Dieter Zetsche’s comment in 2009 

that “nothing is more important than exciting products and customer satisfaction”. It 

is hard to imagine that any automotive company in the twenty-first century would not 

recognize customer satisfaction as essential in order to reach their revenue goals. The 

widespread acceptance of the Build-to-Order (BTO) approach (Holweg and Pil, 2004) 

is one example of this. Acceptance of goals however is not the same as successful 

implementation, and in many cases, somewhere down the line between top 

management and dealers the focus on customers gets distorted into a stock-push goal 

that relies on forecasts rather than customer orders to decide the production schedule 

of manufacturers. In what way and at which level in the firm the overall strategic goal 

of fulfilling customer demand and building products to order gets distorted however 

to our knowledge has not been clearly identified in the literature. Our study is an 

attempt to address this gap by providing one concrete example of goal distortion.  
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Research Methodology 

In order to answer our question of how and why customer demands get lost in 

firms, we choose a qualitative case-study approach. This choice might be a surprising 

one as the field of Operations Management mostly relies on quantitative research and 

analytical tools. However, because the exact source of goal distortion in 

manufacturing firms is unclear “how” and “why” questions should be asked rather 

than “how many” questions, and these are best tackled using an in-depth empirical 

case study approach (Yin, 2003). We chose to study a car manufacturer because the 

automotive industry in general is believed to suffer from a mismatch between 

products on offer and customer demand, both in volume (notorious over-capacity 

issues) and in kinds of products (structural portfolio issues). Moreover, the order 

fulfillment process of cars is complex and relatively lengthy, as automobiles are 

integral products that require close cooperation in almost all steps, ranging from 

planning, sourcing, producing, to delivery, which increases the potential for 

misalignment even more. 

For quantitative studies fairly well-accepted and clear criteria for quality exists, 

namely, studies are mostly expected to be objective, reliable and valid. Judging the 

quality and resulting usefulness of a case study however is much less straightforward. 

One approach to ensure the results of a case study are informative and useful, is using 

these same criteria (Miles and Huberman, 1994). However, if one studies social 

constructs like company targets, applying these criteria has little meaning. One widely 

accepted criterion for cases studies is Yin’s (2003) suggestion that they should be 

replicable, which can be achieved by a clear documentation of the research design 

process. Rexplicability enhances the quality of a research design in two ways: 

theoretically by enabling the meaningful comparison of outcomes, and practically by 
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providing both researchers as well as professionals in the field with a set of tried 

research tools. Steinke (2005) suggest that the following aspects should be 

documented: the researcher’s prior understanding and expectations, the sources of 

information that were used, the context in which data were collected, the method by 

which they were collected, the data transcription rules, the methods of analysis that 

were used to answer the research question, as well as details of contradicting findings. 

What follows is a brief elaboration of each of these points. 

The misalignment of company goals and the poor cross-functional integration 

between operations and marketing is a problem well-known by both professionals and 

academics. However, to our knowledge very few studies have attempted to tackle this 

topic in a structural manner. Our prior expectations were partly based on this common 

understanding that goal alignment is a problem, and partly on our own experience at 

large manufacturing firms. 

The sources of information used for this particular study are five in-depth 

interviews with senior managers in central production planning, logistics, flexibility 

management, central sales planning, and IT. The interviews were conducted as part of 

a broader project in 2007 to seek enhancements at the marketing and operations 

interface. These interviews were completed by several discussions with two additional 

managers of the case firm, spanning a total of about ten hours. In addition, the results 

were verified by several other focused studies into related topics at the company in 

question. Extensive notes were taken during the interviews and discussions, and full 

reports were completed within a week after conducting the interviews. Because of the 

sensibility of the data, detailed transcripts and quotations that could identify the 

company are not given in this paper. However, based on our experiences with other 
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firms, we believe that the general trends we observed are sufficiently common to 

ensure the wider applicability of our findings. 

This study should be seen as an exploratory case study to identify the main 

dynamics of goal misalignment rather than its frequencies, which could be used to 

develop more detailed propositions for future studies. Both these purposes according 

to Yin (2003) warrant an explanatory case study. The method of analysis we use is 

pattern matching, whereby findings are related to theoretical propositions (Yin, 2003 

based on Campbell, 1975). However, because there is no theoretical framework that is 

perfectly suitable for our current topic, and also because in addition to being a 

valuable initial guide theoretical frameworks can also become a harness if they close 

the eyes of researchers to new issues (Walsham, 1995), we attempt to keep our 

approach to pattern matching open and sufficiently flexible. In what follows we 

present some of our empirical findings, and link them to the existing literature.  

 

Findings 

In this section we present the findings from our case study of unaligned goals 

in the order fulfilment process for new cars at a global automobile manufacturer. We 

identified three main reasons for ill-aligned goals: path dependency, poor cross-

functional integration, and unsynchronized performance indicators, each of which is 

discussed in the subsections below.  

 

Path dependency 

Path dependency in its broadest sense means “history matters” (David, 1994). 

However, path dependency does not simply argue that everything has a cause and 

what we do today is based on what we did yesterday. It argues that institutions are 
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self-reinforcing because some processes are non-reversible and contingent on 

previous occurrences. Apparently inconsequential decisions can have an irreversible 

influence on ultimate outcomes, even if we assume that economic actors have the 

freedom to make decisions that maximise their individual economic wellbeing 

(Liebowitz and Margolis, 1995). Path dependency does not necessarily result in 

inefficiency. Liebowitz and Margolis (1995) identify three types of path dependency, 

two which do not result in inefficiency, namely, first degree path dependency which 

simply indicates the existence of intertemporal relations, and third degree path 

dependency which results in remediable inefficiency. Only second degree path 

dependency causes unforeseen error because it was not known at the time of adoption 

that an alternative path would have created greater wealth. In our research we were 

mainly interested in intertemporal relations that cause inefficiency. It should be 

pointed out however that by definition it is impossible to compare the variable costs 

of chosen paths with unchosen paths and therefore we rely on our interviewees for 

pointing out what constitutes an inefficient path.  

One of the main points that surfaced in our study was the use of outdated IT 

systems. Both the marketing and operations departments would complain about the 

time it took to run the several different IT systems used by the company. Howard and 

Holweg (2004) found that over 140 IT systems are typically used at vehicle 

manufacturers. Recognizing that IT was a great problem, we interviewed one of the 

IT managers who on his turn commented that while his department tried to convince 

the different departments to adopt new systems, they were unwilling to do so and he 

and his colleagues did not have the lever to convince them. Interviewees remarked 

that certain systems used by the firm used programming languages no one in the firm 

understood anymore.  
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Another pressing problem appeared to be the spatial distance between the 

sales and production planning departments. While co-location would increase 

efficiency according to interviews, the costs of this move far outweigh the projected 

gains. Most interviewees would indicate that a co-location would be ideal, but that the 

costs however of such a move would not be balanced by the gains in the foreseeable 

future.  

A third problem caused by path dependency that we identified was the 

inefficient power structures that were built up over time. Operations appeared clearly 

upset by the leverage marketing had over its schedules, which is a well-known 

problem in operations management. According to one operations manager: “Very late 

changes of volume and the type and class of cars are possible which is just horrible.” 

Sales on the other hand would counter: “The sales program is adjusted to ensure the 

full fulfilment of manufacturing possibilities, not to fulfil sales requirements.” One 

interviewee succinctly summarized the numerous different power structures inhibiting 

aligned to a common strategic goal: “In the current organization there are too many 

filters, which slow down the overall reaction lead-time. What is needed is a sensing-

mechanism to get to changes in the market early.” 

  Based on these comments we conclude that the organizational design of 

companies does not necessarily represent the strategic direction that the company 

board envisioned, because the actions by individuals in the system can be unaligned 

and locally focussed due to a lock-in by positive local feedback. Moreover, not all 

strategic decisions turn out to be the optimum choice. This observation relates to the 

above-mentioned comment that individuals and groups can have conflicting personal 

as well as professional goals, as well as imperfect knowledge.  
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Poor cross-functional integration 

In our study we also looked at the actual integration between operations and 

marketing and found that the linkages between the two were not set up in such a way 

as to promote optimal cooperation between them. Figure 2 illustrates the linkages in 

the firm we studied. The marketing side mostly consists of dealers, National Sales 

Companies (NSCs), Central Programming (responsible for the demand side in 

programming), while operations mostly encompasses shop-floor control (body, paint, 

assembly), scheduling per plant (responsible for sequencing and scheduling), and 

Central Planning (responsible for the Order Bank and the capacity side in 

Programming). 

 

Figure 2: Marketing and Operations Interface in the order fulfilment-process  

(Adapted from Holweg et al. 2005) 
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the sales objectives given by the management also reflect certain market share 

aspirations, which in themselves offer very little concrete direction. Table 1 gives a 

general overview of the sub-goals, objectives and mind-sets that is found in many 

business organizations (Cyert and March, 1992). 

 

Table 1: Goal types and rationales in industrial organizations  

(Adapted from Cyert and March, 1992) 

 
Goal type Rationale 

Sales goal “sell finished goods” 

A typical criterion of this goal is sales effectiveness, which represents an aspiration 
with respect to the level of sales in terms of dollar, units or both.  

This goal is typically shared by many groups and individuals in the organization and a 
prime objective for the sales functions in the organization. 

Market share 
goal 

“expand the market-share” 

An alternative to the sales goal; another measure of sales effectiveness. Either or both 
may be used to measure the performance of the sales function depending on past 
experience and traditions of the firm. 

This goal is linked with those parts of the organization that are primarily interested in 
comparative success and growth; mostly members of the board or top-level 
management of the sales function. 

Manufacturing 
goal 

A set of goals with two major components 

1) level-of-production goal: “equal or exceed a certain unit amount”  

2) smoothing goal: “production should not vary more than a certain amount from one 
time period to another” 

Both reflect pressure towards such things as development of acceptable cost 
performance, stable employment, ease of scheduling, and assumed growth.  

This sub-goal is typically shared between groups in the operations area. 

Profit goal “be profitably” 

This goal summarizes the demand for two things: 

1) Accumulating profits to distribute them in form of interests for capital investments 
of stockholders, payments to creditors, or increased budgets for further investments.  

2) Favourable performance measures for top-management 

These aspects set an aspiration level with respect to the dollar amount of profit. In 
principle this goal might also take the form of profit share, return of investment, or 
other accounting measures. The profit goal reflects the pressure of those parts in the 
business organization that share in the distribution of profits and in the distribution of 
credit for profitability. 

In general, a focus on this goal is found at top-level management, stockholders, 
creditors, and amongst those seeking capital investments. 
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For the definition of organizational goals we use the framework of Porter 

(1980) in which it is proposed that the top level management of a manufacturing firm 

needs to clearly define the goals of the organization and must carefully align the 

functions of the organization with those goals. The primary function of the company 

leadership is to ensure that overall goals are clear and focused, and that each division 

is engineered to best achieve those goals. Conformity to such goal can be obtained by 

rewards like wages and promotion of staff, as well as by putting in place a system of 

internal control that informs division of the goal decomposition as envisioned by the 

company leadership. When decomposing common goals into certain goals for specific 

divisions however, cross-functional integration becomes of central importance. 

Traditionally, little interaction takes places in the order fulfilment process between the 

different divisions of automotive firms, even though a move towards a project or 

matrix organization has been recognized as being more successful at promoting cross-

functional integration (see for example Swink, Talluri and Pandejpong, 2006). 

Everyone we spoke to in our case firm stressed that closer cooperation 

between sales and production was necessary to increase the overall efficiency of the 

firm. It was also remarked that product design should be integrated more closely with 

other department because “design decisions have such strong bearing on the logic of 

the production process.” The sharing of components between vehicles is a case in 

point, according to one interviewee: “The more components are shared across 

vehicles the more central control is needed.”  

Integration problems also appeared to extend beyond the boundaries of the 

firm. One interviewee mentioned the importance of integrating suppliers: “If I could 

change the organization we would have a holistic assessment of supply arrangements.” 

Another interviewee indicated that suppliers were used as shock absorbers for 
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decisions made within the firm: “Problems in planning are passed on to suppliers.” On 

the downstream side dealers appeared to complicate goal alignment. As one 

interviewee mentioned: “Dealers do not book orders immediately but hold them back 

for multiple reasons. They want to manage their targets to avoid possible 

cancellations costs and manage the information that goes back to the sales company.” 

The overall problem of cross-functional integration was summed up succinctly 

by one Central Planning manager: “All departments have problems, and all blame the 

others. There is little overall understanding of the problem, and also a lack of interest. 

Market sees central planning and production as the “plant” and production sees 

market and the central planning as “sales”. And Central Planning is stuck in the 

middle.” 

 

Unsynchronized performance indicators 

With respect to performance indicators, it has been widely accepted in 

operations management that “you get what you measure”. When we compared 

divisional goals with performance indicators, we found that within the divisions the 

performance indicators were perceived as well chosen and had often not changed for 

more than a decade. Marketing identified as its goal to “sell produced goods and 

expand our market-share” and as performance indicators used both turn-over in units 

and total sales (wholesale volume targets), as well relative market-share. The 

company’s leadership appeared primarily interested in the comparative success of the 

firm as well as its growth, and these marketing targets matched with these goals of the 

marketing department.  

Operational goals however had two different components: leveling the 

production load to achieve a cost efficient manufacturing process equal to or 
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exceeding a certain number of produced units, and the production smoothing goal 

linked to a maximum total amount of variation in the production load. Both these 

operational goals reflect pressure towards development of acceptable cost 

performance, stable employment, ease of scheduling, and assumed growth. 

Performance indicators used in this division were working hours per product, 

production sequence stability (the amount of variation in the manufacturing process) 

and the number of products that left the plant on a certain day. 

According to one interviewee: “We hold programming meetings in which the 

revenue per unit is considered, but also our market share and the actions of 

competitors. Generally these criteria are not very transparent or easy to follow. No 

one can explain them.” One interviewee in charge of flexibility in production 

planning said: “I have no idea why we would measure a sales organization on market 

share, but we do.” Due to the lack of synchronization between these two divisional 

goals and their unlinked performance indicators, superior performance in both 

divisions had been achieved, without being particular good in terms of profitability. 

Similar findings were made by Holmstrom and Tirole (1989) who concluded that the 

necessity of decentralized decision-making, the sequential and divisional attention to 

goals, as well as organizational slack permit decisions that reflect inconsistent goals. 

 In Table 2 we link the goals described in Table 1 above to the different 

functional units within the order fulfilment process and give examples of certain 

performance indicators that measure goal attainment used by our case company. 

These indicators were selected from a sample of over 250 different indicators 

gathered in a previous study at our case firm in which one of us was involved. We 

classify these indicators with reference to whether they encourage a Build-to-Order 

strategy or whether they promote a stock-push order fulfilment approach. 
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Table 2: Performance indicators and strategy alignment 

 
Unit Dimensions Measure BTO Stock- 

push 

Dealers Sales Goal Sales volume (Units) 

CSI regarding quality of delivery (Index) 

Response time to customer inquiries (T) 

 

 

 

 

NSC Sales Goal Sales volume (Units) 

Accuracy of forecasts (%) 

  

 

Central 
Programming 
(Demand-
side) 

Sales Goal 

Market share 
Goal 

Profit goal 

Sales volume (Units) 

Margin per market/product ($)             

 
Sales Growth vs. Key Competitors (%) 

 

 

 

 

 

 

Production 
Programming  

Production 
Goal 

Profit goal 

Volume fulfilment (%) 

Production volume (units) 

Accuracy of production program (%) 

Accuracy of production costs (%) 

Utilisation of resources (%) 

  

 

 

 

 

Scheduling 
per plant 

Production 
Goal 

Volume fulfilment (%) 

Production volume (units) 

Utilisation of resources (%) 

Stable sequences in factory (%) 

  

 

 

 

Shop-floor 
control 

Production 
Goal 

Order fulfilment (%) 

Planned vs. realized production time (T) 

Delivery reliability (%) 

Stability of sequence (%) 

 

 

 

 

 

 

 

 

Board of 
Management 

Profit goal 

Sales Goal 

Production 
Goal 

Operating profit ($) 

Margin per product line ($) 

Return on equity ($) 

Sales Growth vs. Key Competitors (%) 

Net present value in planning horizon ($) 

Accuracy of production costs (%) 

 

 

 

 

 

 

 

 

 

 
 

 

Suggestions for improved goal alignment 

The goals of a company should be like the compass used by navigators on a 

ship: a guide to safely get to one’s destination through all weather conditions. While 
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we do not doubt that most companies adhere to overall goals that reflect sensible 

navigation, the successful communication and internalization by all divisions of these 

goals often appears a crucial hurdle. Central goals should focus resources and 

attention on the right target, while providing a consistent set of performance 

indicators that guide decision-making processes in all divisions. Traditional “push” 

measures, such as wholesale volume sale targets, need to be replaced by cross-

functional performance indicators in order to avoid the perennial conflict between 

what the customer wants and is willing to pay for, and how the organization tries to 

deal with it within a wholesale push system (Holweg and Pil, 2004). Typical BTO 

cross-functional performance indicators focus on measures that directly impact 

customer experience, such as lead-time or product availability, rather than on 

divisional performance in total units. Long lead-times, as exist in the automotive 

industry, require frequent adjustment of production schedules, which in turn cause 

variable component demand in the supply chain. Plants in this system have very little 

forward visibility of actual orders, and as a result of this suppliers have equally limit 

visibility. Frozen horizons for example can help to ensure stable component call-offs. 

Increased modularity of components in addition would help to freely allocated parts 

between models. Even though there are a number of ways in which the cost impact of 

increased flexibility in production can be mitigated, flexibility remains costly.  

The first step in improving the order fulfilment process in our case firm seems 

to be a change in mindset. As one interviewee remarked: “Vehicle manufacturers are 

arrogant and think they can dictate the market, but they only push the problem further 

into the future, which makes it come back harder.” A second important step in 

improving order fulfilment is to understand how much flexibility is actually required 

by end customers, and how long they are willing to wait for their vehicle. Some 
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suggestions as to how a reduction in lead-time can be achieved are a reduction in 

length of the sales periods (e.g. using weekly instead of monthly sales targets), using 

retail instead of wholesale targets, using order targets for customer orders instead of 

delivery targets, introducing continuous ordering instead of periodic batch processes, 

and establishing central holding compounds based on a Pareto analysis of end 

customer demand (i.e. high-runners vs. low-runners) and levelling out the load by a 

well-balanced integration of fleet orders1 when stock production is required to keep 

manufacturing stable.  

In general it appears that while the perception of goals might be changing, 

performance measures are lagging; at the time of our research there were no 

performance measures on an operational level that would support a more customer-

focused production approach. Top management could use profit margins rather than 

market share as a performance indicator, while operations could tag actual customer 

orders and give preference to these orders in the production schedule by using a 

customer order labelling system. In the appendix, we present one approach to such 

labelling. 

By applying some of the suggestions we presented, a systemic trade-off 

consciously encouraged by the organization can lead to improved order fulfilment and 

hence lasting competitiveness. This depends however on enhanced cross-functional 

goal alignment rather than on achieving superior performance in individual processes 

such as distribution speed or factory efficiency.  

 

                                                 
1 Beside the traditional end-customer sales channel, the sale of fleets (10-1000 vehicles) is the second 
major sales channel for automotive manufacturers. This channel has different requirements regarding 
price conditions, equipment availability, and delivery-dates, and often is based on longer-term contracts. 
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Concluding remarks 

In this paper we reported our findings of a study into the problem of goal 

distortion at the marketing-operations interface at a global automobile manufacturer. 

We found that path dependency, poor cross-functional integration, and 

unsynchronized performance indicators were the main causes of goal distortion. We 

believe that cross-functional goal alignment can be more important for lasting 

competitiveness than achieving superior performance in individual processes such as 

speed or efficiency, but that in order to achieve a more focused order fulfilment 

process a change of mindset is necessary. While our framework is based on an 

automotive firm, we believe that our findings are sufficiently general to be applicable 

to other industries as well.  

 

 



22 
 

References 

Arthur, B.W. (1994) Increasing Returns and Path Dependence in the Economy, Ann 
Arbor: University of Michigan Press.  

 
Campbell, D.T. (1975) “Degrees of Freedom and the Case Study.” Comparative 

Political Studies, 8: 178-193. 
 
Cyert, R.M. and J.G. March (1992) Behavioural Theory of the Firm. 2nd ed. London:  

Blackwell Publishers. 
 
David, P.A. (1994) "Why are Institutions the ‘Carriers of History’?: Path dependency 

and the evolution of conventions, organizations and institutions" Structural 
Change and Economic Dynamics, 5(2): 205-220.  

 
Holmstrom, B.R. and J. Tirole, J. (1989) "The Theory of the Firm." In: Schmalensee, 

R. and R.D. Willig (eds.) Handbook of Industrial Organization, Vol. 1. 
Amsterdam: Elsevier Science. 
 

Holweg, M., S.M. Disney, P. Hines, and M.M. Naim (2005) "Towards responsive 
vehicle supply: a simulation-based investigation into automotive scheduling 
systems." Journal of Operations Management, 23(5): 507-530. 

 
Holweg, M. and F.K. Pil (2001) "Successful build-to-order strategies start with the  

customer." MIT Sloan Management Review, 43(1): 74-83. 
 

Holweg, M. and F.K. Pil (2004) The Second Century: Reconnecting customer and 
value chain through build-to-order. Cambridge, MA: MIT Press.  

 
Howard, M. and M. Holweg (2004) "Investigating the intangible: lessons learnt from 

research into automotive inter-organisational IT systems." International Journal 
of Automotive Technology and Management, 4(4): 354-373. 

 
Jensen, M. and W. Meckling (1998) "Theory of the firm: Managerial behavior, 

agency cost and ownership structure." In M. Jensen (ed.) Foundations of 
Organizational Strategy, Harvard: Harvard University Press. 

 
Liebowitz, S.J. and S.E. Margolis (1995) "Path dependence, Lock-in, and History." 

The Journal of Law, Economics, & Organization, 11(1): 205-226. 
 
Meyer, J.W. and B. Rowan (1977) "Institutionalized Organizations: Formal Structure 

as Myth and Ceremony." The American Journal of Sociology, 1977. 83(2): 
340-363. 

 
Miles, M.B. and A.M. Huberman (1994) Qualitative Data Analysis: An Expended  

Sourcebook, Thousand Oaks, CA: Sage. 
 
O’Leary-Kelly, S.W. and B.E. Flores (2002): "The integration of manufacturing and  

marketing/sales decisions: impact on organizational performance." Journal of 
Operations Management, 20(3): 221-240.  



23 
 

 
Saaty, T.L. (2008) "Decision Making with the Analytic Hierarchy Process." 

International Journal of Services Sciences, 1(1): 83-98. 
 
Porter, M.E. (1980) Competitive Strategy: Techniques for analyzing industries and 

competitors. New York: The Free Press.  
 
Slack, N., S. Chambers and R. Johnston (2007) Operations Management. Vol. 5. 

London: Prentice Hall. 
 
Simon, H. A. (1959) "Theories of Decision-Making in Economics and Behavioral 

Science." The American Economic Review, 49(3): p. 253-283. 
 
Steinke, I (2005) "Quality Criteria in Qualitative Research." In: Flick, U., E. Von 

Kardorff and I. Steinke, A Companion to Qualitative Research, London: Sage. 
 
Swink, M., S. Talluri and T. Pandejpong (2006) "Faster, Better, Cheaper: A study of 

NPD project efficiency and performance tradeoffs." Journal of Operations 
Management, 24(5): 542-562. 

 
Walsham, G. (1995) "Interpretive Case Studies in IS Research: Nature and Method.” 

European Journal of Information Systems, 4: 74-81. 
 
Yin, R.K. (2003) Case Study Research: Design and Methods. California: Sage 

Publications.  
  



24 
 

Appendix 

A labelling system can unclog the pipeline by changing the priority between 

forecast orders and orders that actual customers are waiting for. A clear monitoring 

system however is needed to make this approach viable as dealers might label their 

orders as customer orders in order to receive a better spot in the production schedule. 

This problem however would not exist if dealers shared the overall goal of the 

company to fulfil customer demand, because they are given the right incentives to 

comply with this goal. Labelling can also free up production capacity of unpopular 

cars for more popular cars (see Figure 3 for an illustration of a customer order 

labelling system).  

Figure 3: Labelling system for customer orders 
 

 
Losses on unsuccessful models in this way are compensated by freeing up 

production space for popular models. The current dedicated lines with many 

constraints need to be transformed into flexible lines with as little constraints as 

possible, because dedicated lines perpetuate the problem as they often result in 

pushing the market with incentives which mostly has a negative impact on brand 

value (Holweg and Pil, 2004). 
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