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When friends and family talk about “global supply 
chain disruptions,” something big is happening in 
the flow of goods and materials: Retailers are 
running low on basics. Without materials, builders 
are tripling delivery estimates. The semiconductor 
crisis is forcing industries to downgrade and omit 
components. And car manufacturers are being 
forced to rewind vertical disintegration.
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Supply Chain Disruptions  
Are Now Front-Page News
Newspaper and magazine covers are showing images of hundreds of cargo 
ships stuck at key ports for weeks, stacked with containers of goods and 
materials that just can’t get where they need to go. Even on land, space for 
containers has been exhausted at some ports, with snowball effects reaching 
into the whole inland logistics supply chain. Simultaneously, an estimated  
70% of all containers sat empty in ports during lockdowns.

All this disruption is driving up the prices and order volumes for available  
stock of nearly everything – and at a time when businesses are operating  
with minimized inventories (see Figure 1). As a result, we’re seeing evidence  
of the “supply chain bullwhip” effect at a global scale. Companies will find it 
increasingly difficult to mitigate this effect without incurring extra cost, as 
today’s hyperefficient global supply chains have left little “margin” for handling 
the unexpected. These costs are driving the specter of inflation as well as 
stagflation – and even if some root causes of inflation fade over time, others  
will take longer to address.

Business Networks  
as a Game Changer

Real-Life Business 
Network Scenarios

Disruptions as  
Front-Page News

Four Historical  
Trends
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Figure 1: Declining Inventories in Relation to Sales

Source: “Total Business: Inventories to Sales Ratio,” U.S. Census Bureau, retrieved from Federal Reserve 
Economic Data (FRED), Federal Reserve Bank of St. Louis, November 22, 2021.
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What Disrupted Our Hyperefficient Global Supply Chains?

For years, hyperefficient global supply chains have 
allowed businesses to run leaner, maximize profits, and 
offer huge selections of products to customers quickly  
– all at prices that keep them coming back for more.  
This is clearly a success story – so what happened?

Certainly, COVID-19 caused a simultaneous supply- 
and-demand shock. COVID changed demand in the short 
term, but it also vastly accelerated existing trends in how 
and where consumers buy – from traditional storefronts 
to e-commerce sites. With most consumers largely 
housebound for months, many consumer goods moved 
online for the first time and almost overnight, which 
stressed existing supply chains beyond their capacity.

At the same time, global supply chains are also victims  
of their own success due to trends in lean management 
strategies, company valuations, and supply chain 
management technologies that systematically drove 

Business Networks  
as a Game Changer

Real-Life Business 
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In this paper, “margin” doesn’t 
refer to profit margin. It refers to 

a capacity in reserve at the edges 
of a business to adapt to, 

respond to, and overcome the 
unexpected with minimal 

disruption, risk, and cost. 

“margin” out of supply chains. “Margin,” for the purposes 
of this paper, doesn’t refer to profit margin (the difference 
between revenue and cost of goods sold that gives an 
organization the capacity to buy materials, pay workers, 
handle business downturns, and so on). Rather, “margin” 
refers to a capacity in reserve at the edges of a business 
to adapt to, respond to, and overcome the unexpected 
with minimal disruption, risk, and cost.

Traditionally, margin manifests as buffers in resources 
such as materials, workers, and machine capacities. 
Buffers protect businesses from unforeseen events by 
going beyond the minimum needed to operate. Generally, 
contemporary supply chain approaches try to minimize 
“excesses.” The goal is to run as lean as possible while 
simultaneously optimizing overall cost and service levels 
for consumers, customers, and buyers. But this can 
reduce margin to such a degree that businesses lose 
their ability to adapt to, respond to, and overcome the 
unexpected with minimal disruption, risk, and cost.

Business Networks  
as a Game Changer

Real-Life Business 
Network Scenarios

Disruptions as  
Front-Page News
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Having sufficient margin is  
essential to business resilience. 

Without sufficient margin, global 
supply chains become shockingly 
brittle and fragile, as evidenced by  

our current supply chain challenges.

Having sufficient margin is essential to business resilience. 
Without sufficient margin, global supply chains become 
shockingly brittle and fragile, as evidenced by our current 
supply chain challenges. There is no room for businesses 
to move when things go wrong, nor is there enough time 
to react to issues and delays in ways that improve 
outcomes. Companies are left passive in the face of 
trickle-down effects of upstream manufacturing and 
supply chain problems – rather than empowered to 
maneuver in ways that keep their business running and 
customers happy.

The good news is that companies can create additional 
margin where they need it. They can utilize flexible work 
and supply agreements with external suppliers; tap easily 
sourced, on-demand external workers to handle peak 
demand; and even perform preventive maintenance 
during slowdowns to help ensure manufacturing uptime 
when it’s needed most.

The question facing businesses is this: How can we find 
hidden margin – or create more margin – in our supply 
chain management so we can respond to unexpected 
events in ways that drive competitive advantage?

Business Networks  
as a Game Changer

Real-Life Business 
Network Scenarios

Disruptions as  
Front-Page News

Four Historical  
Trends
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How We Got Here: A Closer  
Look at Historical Trends
To determine how we can find or create more margin in our supply 
chains, let us take a closer look at the trends that led us to the 
current state: lean approaches to inventory; the globalization of 
supply chains; and the outsourcing of manufacturing and 
packaging capacity.

Disruptions as  
Front-Page News

Business Networks  
as a Game Changer

Real-Life Business 
Network Scenarios

Trend #2: Globalization of 
Supply Chains

Trend #3: Outsourcing Manufacturing 
and Packaging Capacity

Trend #4: Challenges Collaborating 
with Trading Partners

Trend #1: Lean Approaches 
to Inventory

Four Historical  
Trends
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Lean manufacturing, which is focused on eliminating waste, 
has been widely adopted by companies for decades. And 
with it came lean (or just-in-time) inventory management 
practices that are geared to reduce inventory levels, 
specifically those that do not add value to the customer. 
From this perspective, inventory only adds value when it is 
on the move – progressing through the production process 
from receiving to outbound distribution as a finished 
good that is purchased and delivered to customers.

But in the quest for maximum cost efficiency, safety 
stocks – which serve as a buffer to avoid stockouts due 
to volatile demand or supply and unexpected supply 

disruptions – dropped to levels that left little margin.  
For example, companies routinely pull from safety stock 
(including raw materials, work in process, and finished 
goods) when a delivery is late, inventory errors occur, 
rejection rates increase, or orders demand higher usage 
of materials. But if planned safety stocks only cover 
small, short-term disruptions, they lack the margin to 
meet customer demand for products when the 
unexpected occurs.

This longtime trend is unlikely to reverse substantially. As 
companies remain strongly profit driven, optimization of 
inventories will remain part of the supply chain mandate.

TREND #1: Lean Approaches to Inventory
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Figure 2: Year-Over-Year Growth in Use of Containers for Transporting 
Goods Globally
Source: “Review of Maritime Transport 2020,” United Nations Conference on Trade and Development.
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Over the last two decades, business processes have 
moved beyond sequential point-to-point value chains. 
This was largely due to the rise of globalization – the free 
movement of goods, materials, services, and people 
around the world. Globalization has allowed businesses 
of all sizes to find cheaper sources of supply, reach 
customers in new markets, quickly expand product 
offerings, and increase sales and performance at 
international scale. Figure 2 illustrates just how 
dependent businesses are on container carrier fleets to 
transport materials and products globally – and the 
incredible acceleration of this reliance since 1995.

At the same time, globalization has made supply chains 
more complex, intensified competition, and increased 
legal, compliance, and other risks. Today’s companies  
rely more heavily on direct spend suppliers, contract 
manufacturers, logistics providers, and partners in other 

countries to source, make, assemble, and even ship 
finished products to consumers. As a result, the capacity 
of those suppliers – and their logistics and supply chain 
coordination capabilities – always operates close to the 
limit. Global interdependency elevates the impact of local 
disruptions, such as weather problems or issues with 

TREND #2: Globalization of Supply Chains

https://unctad.org/system/files/official-document/rmt2020_en.pdf


Globalization has allowed 
businesses of all sizes to find cheaper 
sources of supply, reach customers in 
new markets, quickly expand product 

offerings, and increase sales and 
performance at international scale. 
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local logistics, to global problems. When both companies 
and their suppliers sacrifice margin to such a degree, it’s 
easy to see how the disruptions of 2020 have pushed 
global supply chains to the breaking point.

Globalization and the dependency on global trade are  
not going away anytime soon. When differentials in cost 
and prices exist, companies will try to utilize them for 
competitive advantage. However, we will likely see 
accelerated modifications to globalization in the wake  
of the COVID-19-induced supply-and-demand shock, 
especially in areas accounting for systemic risk. This  
is vital, as companies will continue to be impacted by 
weather and climate events, political unrest, accidents 
involving global bottlenecks, tariffs, and more. Any 
combination of events may cause substantial  
disruption yet again.



1. “Close Collaboration That Goes Beyond Transactions: Direct Spend Leaders 
Engage with Essential Suppliers to Improve Performance,” Agile Procurement 
Insights Research by SAP in collaboration with Oxford Economics, 2021.

TREND #3: Outsourcing Manufacturing and Packaging Capacity
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Increasingly, manufacturers are collaborating with global 
third-party suppliers to manufacture, package, and ship 
products. Research by SAP, in collaboration with Oxford 
Economics, shows that more than 50% of companies 
outsource at least 25% of their manufacturing today.1

Some companies have sold off their manufacturing 
operations, packaging, or distribution capabilities as  
part of an asset-shedding strategy and then outsourced 
this work to these entities and other third parties. But in 
doing so, companies lose control of what is built, when, 
and with what quality – variables critical to customer 
satisfaction and brand perception – and may end up 
waiting in line for what they need. This represents a  
stark loss of control compared to in-house operations.

In other cases, outsourcing is essential to survival –  
for example, in cases where a business is driven by 
constantly changing consumer demand and preferences 
(such as fashion). By turning to agile contract 
manufacturers and packagers, these businesses can 
rapidly adapt to meet new demands. Other companies 
benefit by splitting packaging off from the core 
manufacturing process and outsourcing to contract 
packagers (some of whom offer turnkey services for 
producing the packaging, packing the goods, and  
drop-shipping to wholesalers or retailers).

Regardless of the drivers for outsourcing, as the saying 
goes, a supply chain is only as strong as its weakest 
element. Take packaging, for example, which has been 
impacted by disruptions that have seriously affected 
companies during COVID-19. In many cases, companies 
were not able to meet shifting customer demand due to  
a lack of packaging capacities and raw materials.



More than 50% of companies 
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manufacturing today.
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As this example illustrates, outsourcing introduces risk. 
Why? Because it results in a loss of visibility and control 
in supply chains and makes it far more difficult to align 
products, packaging, and logistics. Lack of real-time
information strips downstream companies of critical 
margin – in this case, time to respond to manufacturing 
or shipping delays in ways that will mitigate or minimize 
business impacts. Having early knowledge about direct 
supplier delays, for example, creates margin by giving 
companies the time to find alternative manufacturing 
options to meet deadlines, inform customers, and more.

But, like globalization, outsourcing as a trend is here to 
stay because of its strategic benefits. The challenge for 
companies employing it will be finding ways to effect 
targeted changes that mitigate risks. For example,  

they can use new technologies to exert more control over 
their extended supply chains. And they can increase 
visibility and control without relinquishing the benefits 
that outsourcing offers.



Report using phone, e-mail, and 
spreadsheets as their primary means  
of collaboration with external partners  
on key supply chain processes2

32%

Use legacy technologies such as  
on-premise supplier portals (33%)  
or EDI (15%) for collaboration3

48%

2., 3. “Close Collaboration That Goes Beyond Transactions: Direct Spend Leaders Engage 
with Essential Suppliers to Improve Performance,” Agile Procurement Insights Research by 
SAP in collaboration with Oxford Economics, 2021.

Despite growing dependence on global supply chains  
and direct suppliers, most businesses are behind in their 
digitalization of buy-side supplier and partner manage-
ment. (This is in contrast to sell-side transformation, 
where most organizations are using one or more supplier 
networks and management software to streamline the 
source-to-pay process.)

A recent survey by SAP, in collaboration with 
Oxford Economics, confirms this trend. Of the 1,000  
executives surveyed, 500 of whom are responsible  
for direct spend, an alarming percentage is still using  
manual means or outdated technologies:

TREND #4: Challenges Collaborating with Trading Partners
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https://www.ariba.com/resources/library/library-pages/collaboration-beyond-transactions
https://www.ariba.com/resources/library/library-pages/collaboration-beyond-transactions


Figure 3: Poor Visibility into Direct Spend Suppliers
Source: “Close Collaboration That Goes Beyond Transactions: Direct Spend Leaders Engage with Essential 
Suppliers to Improve Performance,” Agile Procurement Insights Research by SAP in collaboration with Oxford 
Economics, 2021.

Percentage of executives who have visibility into the 
following aspects of their direct spend suppliers

Inventory levels managed by direct spend suppliers

Suppliers’ ability to meet demand

Tier 2 or tier 3 direct suppliers

Inbound shipments status from direct spend suppliers

57%

48%

45%

42%

Comparing these numbers to those from several years 
ago, it appears companies are making slow yet steady 
progress on digitalization – but only in certain areas. 
Unfortunately, exception processes, troubleshooting 
orders, quality problems, and general issue-handling 
remain largely manual and time consuming, as they are 
largely still supported by outdated processes and simple 
collaboration.

These findings are concerning because manual collabo-
ration and legacy technologies make it hard to be nimble 
in order to plan for and respond swiftly to the unexpected. 
Why? Because lags in technology adoption hinder an  
organization’s ability to find and create margin in a highly 
unpredictable and disruptive business environment –  
especially when it comes to global supply chains. This  
results in low visibility into inventory levels, inbound  
shipment status, and suppliers’ ability to meet demand 

(see Figure 3). It also makes it difficult to anticipate and 
mitigate supply disruptions and overages, which can 
cause delays to manufacturing and end-customer 
deliveries.
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https://www.ariba.com/resources/library/library-pages/collaboration-beyond-transactions
https://www.ariba.com/resources/library/library-pages/collaboration-beyond-transactions


4. “Close Collaboration That Goes Beyond Transactions: Direct Spend Leaders Engage with 
Essential Suppliers to Improve Performance,” Agile Procurement Insights Research by SAP 
in collaboration with Oxford Economics, 2021.

In fact, the Oxford Economics survey shows that, even 
before the supply chain crisis in the second half of 2021, 
around one in two executives were reporting late 
deliveries, poor quality of finished goods, and product 
shortages. These are all issues that can damage the 
customer experience and ultimately derail revenue and 
growth goals. And most lack the tools to effect change, 
with only 26% of these executives reporting that their 
organization’s collaboration with top suppliers is highly 
effective in remediating potential shortages or overages.4
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How Business Networks  
Are Changing the Game
Clearly, COVID-19 shaped and accelerated some important trends that led  
to recent supply chain disruptions, but it certainly was not their only cause. 
Taken together, all of these events and trends are helping to usher in a new 
normal – one that will pose challenges similar to the ones we are facing  
right now.

Companies that want to remain competitive in this new normal will need  
to find hidden margin – or create it – by reinventing how they do business. 
And now they can with the help of interconnected value chains and  
flexible networks that incorporate customers, suppliers, distributors,  
and other stakeholders – both company-wide and across company  
borders (see Figure 4).
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Front-Page News

Business Networks  
as a Game Changer

Four Historical  
Trends

©
 2

02
2 

SA
P 

SE
 o

r a
n 

SA
P 

affi
lia

te
 c

om
pa

ny
. A

ll 
rig

ht
s 

re
se

rv
ed

.



Manufacturing 
partners

Distributors Logistics 
providers

Service and contingent 
workforce providers

Financial
institutions

My company Packaging
suppliersEngineers

Customers

Second-tier
suppliers

Second-tier
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Figure 4: Business Network with Multiple Levels of Suppliers and Partners
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You can think of a business network as an intelligent 
nervous system that reaches into and connects the 
organizations informationally in your supply chain,  
giving you:
• A view into extended source-to-pay scenarios  

across your multitiered supply chain network
• Visibility through rich, real-time supplier collaboration 

across many processes in the  source-to-pay cycle
• The ability to accelerate time to market and gain  

early visibility into product delays and costs by 
collaborating with suppliers on business networks

• Insights and data to understand where orders exactly 
are and what’s happening now (for  example, so you 
can create margin by scheduling staff at optimal times 
to unload deliveries, stock inventory, and manufacture, 
package, and ship products to customers)

• Early insight into potential problems that could be 
lurking around the next corner so you can preempt  
or mitigate them

Real-Life Business 
Network Scenarios

Disruptions as  
Front-Page News

Business Networks  
as a Game Changer

Four Historical  
Trends
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A business network has the 
potential to synergistically and 

strategically transform operations 
across your supply chain.

A business network is greater than the sum of the 
individual participating businesses. By providing a new 
dimension to collaboration – the sharing of accurate, 
real-time data and information – it creates a “network 
effect.” This network effect enables companies to gain 
real-time, 360-degree visibility to sense demand, 
anticipate delays and other risks, know where orders are 
in real time, and manage production and distribution 
through to the consumer.

This visibility and information – combined with enhanced 
supplier collaboration – can be used by your business to 
find and create margin needed to respond to unexpected 
events with minimal disruption to your business and its 
customers.
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Real-Life Business  
Network Scenarios
To illustrate the power of a business network to create margin and transform 
business outcomes, let’s explore several typical use cases based on real-life 
experiences of SAP customers using SAP® Business Network. This network 
enables you to collaborate with the trading partners in your supply chain, 
including suppliers, contract manufacturers, copackers, logistics and services 
providers, asset operators, maintenance contractors, and more. You can gain 
clear visibility across the processes in your supply chain and build resilience 
into your business.

Let’s take a look at several examples of how SAP customers are harnessing 
SAP Business Network to regain margin and drive better business outcomes.
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Consumer durables leaders are constantly competing  
for greater market share. To win, many are extending 
their supply chains to gain flexible manufacturing 
capacity, as the following case study illustrates.

Company
A major global manufacturer of household appliances 
relies on its suppliers and third-party logistics providers 
to plan production and supply for a new product. Sales 
forecasts have been increasing rapidly, making closer  
collaboration even more vital to success.

Business Network Adoption
As part of a broader digital transformation strategy, this 
manufacturer implemented SAP Business Network, 
through which subcontracting orders can be issued to 
material suppliers with instructions to drop-ship to the 
contract manufacturer. The network gives the company 
multitier visibility into the timing of deliveries and in-
transit inventory. When a shipment arrives, a quick scan 

of bar codes gives the distribution team  
visibility into the contents of each pallet and  
triggers SAP Business Network to automatically  
send a goods receipt notice to the supplier. The  
network also matches goods receipts with contracts, 
orders, and invoices, offering a truly touchless process 
that greatly reduces data errors.

The Margin Impact
The real-time visibility and early insights made possible 
by SAP Business Network give this manufacturer margin 
to maneuver resources, plan ahead, and head off 
problems by:
• Sourcing and contracting with “plan B” suppliers as 

early as possible in the event of substantive delays
• Scheduling warehouse staff around delivery times  

and dates to accelerate the throughput of received 
items into work processes

• Reducing time spent on error resolution, invoice 
matching, and payment
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Moving with speed is vital to staying competitive in 
today’s consumer goods industry, especially when 
consumer preferences change overnight. Business 
networks can help companies do this while enabling  
high levels of safety and compliance, as illustrated in  
the following case study.

Company
A sourcing director at a food products company seeks to 
test market protein bars. Doing so requires operational 
flexibility, 360-degree supplier visibility, and efficient 
collaboration with a trusted network of suppliers to 
contract-manufacture new high-quality organic bars to 
meet changing customer preferences. The company 
needs visibility into the quality of products made by third-
party manufacturers, and these products and the 
manufacturing process must be compliant to avoid 
potential safety and brand risks.

Business Network Adoption
This company is using SAP Business Network to realize 
significant competitive advantages. For example, the 
sourcing director can research suppliers that are 
prequalified to produce organic foods; review them for 
potential environmental, social, and operational issues; 
and rule out any that pose a risk. The director can also 
assess a supplier’s performance by reviewing KPIs such 
as on-time delivery rates.

In addition, collaboration with the suppliers that win 
contracts is faster, easier, and more transparent. For 
example, when production is complete, the supplier 
inspects the batch according to contracted standards, 
enters the results into SAP Business Network, and 
attaches a certificate of analysis. If the results are within 
tolerance, the supplier is free to ship. Shipping data such 
as estimated arrival dates is available to the food products 
company in real time.
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The Margin Impact
This company can use SAP Business Network to  
create more margin to avoid negative events by:
• Screening out less reliable suppliers by selecting 

suppliers based on hard data such as quality, 
performance, timeliness, and more

• Scheduling warehouse staff – such as loading dock  
and inventory personnel – around the product delivery 
dates to minimize costs and provide sufficient staff on 
the right days to complete work quickly and distribute 
product to customers faster

• Helping to ensure that the manufacturing and quality 
analysis processes of a third party are compliant with 
this company’s processes and with regulatory 
requirements

Product and  
Risk Compliance

A Supplier’s 
Point of View

Planning and 
Forecasting

Logistics Insights 
to Action

Quality and 
Sustainability

Asset Maintenance 
Collaboration

Disruptions as  
Front-Page News

Business Networks  
as a Game Changer

Real-Life Business 
Network Scenarios

End-to-end 
Procure-to-pay

Four Historical  
Trends

©
 2

02
2 

SA
P 

SE
 o

r a
n 

SA
P 

affi
lia

te
 c

om
pa

ny
. A

ll 
rig

ht
s 

re
se

rv
ed

.



The promise of collaborative forecasting through a 
business network is the opportunity to align supply 
and demand across multiple suppliers, external 
manufacturers, and other supply chain participants to 
enhance visibility into supply availability across multiple 
time horizons. This visibility makes it possible to pro-
actively address potential shortages or overages 
with suppliers and agree on material requirements, 
as illustrated in the following customer story.

Company #1
Consider the value of a business network for this global 
consumer electronics company that produces and ships 
hundreds of millions of products per year and manages 
hundreds of suppliers, including contract manufacturers 
and multitiered suppliers. This company began using 
advanced supply chain planning tools to help calculate 
where and when product should be manufactured, take 

manufacturing and upstream supply chain constraints 
into consideration, and use what-if scenarios to develop 
optimal plans quickly.

Business Network Adoption
When the company began to use SAP Business Network, 
supplier collaboration jumped to a whole new level  
(see Figure 5). Now the company can share detailed 
supply chain plans with suppliers, digitally obtain and 
track commitments, and ultimately get further visibility 
upstream. For example, if one of its suppliers receives an 
order from a contract manufacturer, the company sees 
what quantity the supplier confirmed in the order and 
knows the expected delivery date.

This real-time collaboration and information-sharing 
helped the company evolve from an allocation-driven 
supply chain to a responsive, demand-driven supply 
chain, and virtually eliminated hundreds of millions of 
dollars in working capital requirements.
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Figure 5: Collaborative Planning and Forecasting with Suppliers Using a 
Business Network

The Margin Impact
By extending supply chain planning, ERP, and  
related systems to suppliers and obtaining supplier 
commitments over various planning horizons, this 
manufacturer has gained margin through increased 
forecast accuracy, faster cycle time, and an improved 
customer experience by:
• Quickly identifying problematic responses from 

suppliers based on customized business rules
• Receiving advance warnings about problems so  

they can proactively respond and find alternatives
• Having the ability to communicate early and often  

with customers to maintain trust and mitigate  
damage to customer relationships

1PUBLIC© 2021 SAP SE or an SAP affiliate company. All rights reserved.  ǀ

Contract 
manufacturer

Supplier

Supplier

Supplier

My company

Contract 
manufacturer Component 

forecast

ü
Commit

Copy of order

Copy of 
ASN

Finished goods 
forecast

Order

Subcon order

ü
Commit

ü
Commit

ASN

ASN = advanced shipping notice.

Product and  
Risk Compliance

A Supplier’s 
Point of View

Planning and 
Forecasting

Logistics Insights 
to Action

Quality and 
Sustainability

Asset Maintenance 
Collaboration

Disruptions as  
Front-Page News

Business Networks  
as a Game Changer

Real-Life Business 
Network Scenarios

End-to-end 
Procure-to-pay

Four Historical  
Trends

©
 2

02
2 

SA
P 

SE
 o

r a
n 

SA
P 

affi
lia

te
 c

om
pa

ny
. A

ll 
rig

ht
s 

re
se

rv
ed

.



Company #2
When an industrial manufacturer wanted to evolve  
from vertical integration to a more global and partially 
outsourced supply chain, it realized its goal using a 
business network. Following a globalization strategy,  
at least half of the company’s material supply is  
now procured from suppliers (instead of being built 
internally). This has made collaboration with suppliers 
critically important.

Business Network Adoption
This company has a single global ERP instance and builds 
its production plans in it. It uses SAP Business Network 
to share its production plans with suppliers, receive 
responses, and factor these responses into its plans to 
improve supply chain continuity. The network also makes 
it easier to provide some suppliers with a six-month 
forecast that can be viewed at the material level and 
aggregated by product family. These suppliers can 
provide a production commitment of their line capacity 

and demand forecast directly through  
SAP Business Network. This helps the business  
align supply-and-demand planning over multiple  
time horizons and improve supply chain continuity. 

The Margin Impact
Gaining real-time access to information about 
commitments, order status, delivery, potential delays due 
to unexpected events, and more through a business 
network has given this company greater margin to 
respond to the unexpected by:
• Providing them instant access to actionable 

information – and as much advance notice as possible 
– to consider their options and work with supply chain 
partners

• Aligning supply-and-demand planning over multiple 
time horizons to improve supply chain continuity

• Creating more capacity to collaborate and jointly        
respond and solve issues for better possible outcomes 
for the parties involved
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Downtime is the biggest threat to companies in  
asset-intensive industries. So, it’s vital that they take a 
comprehensive approach to asset management, utilizing 
predictive and scheduled maintenance and collaborative 
asset management to help ensure that the right parts 
and the right technician arrive at the right place at the 
same time. Here’s how one company uses  
SAP Business Network to make that happen.

Company 
It is imperative for this oil and gas company to maintain 
continuous operations. To do this, they needed an 
effective way to help ensure that spare parts and services 
are available exactly when they need them, whether for 
preventative or predictive maintenance. And this must 
happen without the company having to hold excessive 
spare-parts inventory, employ large teams of technicians, 
or incur costly expedites (see Figure 6).

Business Network Adoption
By collaborating on SAP Business Network, the company 
can access up-to-date maintenance insights from manu-
facturers. At the same time, manufacturers automatically 
receive asset usage and failure data, and suppliers have 
visibility into a company’s maintenance, repair, and  
operations (MRO) parts inventory so they can efficiently 
manage replenishment.

This way, the oil and gas company is confident that they 
and their partners can stay on top of asset performance 
and have the MRO parts they need. Collaboration with 
MRO parts suppliers offers multiple inventory management 
options, such as vendor-managed inventory and inventory 
managed on consignment. Similarly, collaboration with 
service technicians helps ensure that once the work is 
completed, a service entry sheet is generated. In a single 
click, this sheet can be converted into an invoice populated 
with data that has been validated by the asset maintenance 
planner at the company to minimize any invoice disputes. 
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Figure 6: Business Network That Enables Real-time Supplier-
Managed Inventory with Consigned Parts for Maintenance

The Margin Impact
Effective, proactive asset maintenance and 
spare parts collaboration is just one more 
way this oil and gas company can create 
margin to avoid the unexpected by:
• Supporting multiple maintenance 

strategies
• Synchronizing parts and workforce  

to reduce labor and parts costs  
and to minimize asset downtime

• Utilizing consignment stock and 
refurbishing damaged parts or 
automatically reordering to maintain 
consignment stock thresholds
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Competing in volatile markets where environmental  
and compliance regulations constantly change means 
companies need to ensure supply chain integrity across 
their multitiered suppliers and validate the quality of 
every product. Let’s see how companies are using 
SAP Business Network to make that happen.

Company #1 
Consider a global life sciences company with more  
than 100 contract manufacturing organizations (CMOs). 
These CMOs give this company the flexibility to respond 
to fluctuations in capacity so it can better predict and 
manage its operating and fixed costs. To help ensure 
that data integrity and compliance issues do not arise, 
this company needs to smoothly obtain quality 
information from its CMOs, such as inspection results 
and deviations. By so doing, it can drive alignment 
throughout the manufacturing and delivery process and 
help ensure that drug products are safe and compliant.

The problem was that much of this  
information was exchanged manually through  
paper, data entry, and e-mail. This created delays,  
wasted time, limited visibility, and longer response 
 times to issues.

Business Network Adoption
By using SAP Business Network, this company 
collaborates more effectively with their CMOs by getting 
visibility into CMO inventory, work orders, real-time 
consumption, and work-in-process details. This allows 
them to develop a feasible production plan with confidence.

The company has also automated the procurement 
process. This starts with the initial purchase order and 
extends through the creation of the batch as reflected on 
the work order. Real-time consumption information and 
updates to the purchase order are automated based on 
the final production yield and goods receipt notice.
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Figure 7: Quality Collaboration Enabled by SAP Ariba® Supply Chain  
Collaboration for Buyers, Quality Add-On

1PUBLIC© 2021 SAP SE or an SAP affiliate company. All rights reserved.  ǀ
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As illustrated in Figure 7, the company can request 
quality deviation information, inspections, and reviews 
and obtain responses from the contract manufacturer  
– all electronically – to replace the previous processes, 
which were manual.

The Margin Impact
Adapting to capacity fluctuations and optimizing  
quality compliance has created margin by managing 
operating and fixed costs more predictively and  
enabling a constant supply to the market through:
• Visibility into work in process (WIP) at their large 

network of CMOs to understand changes in  
production

• Collaboration with CMOs on regulations and 
compliance standards to help ensure product  
safety and safeguard their reputation

• Creating automated purchase-to-delivery  
processes for more effective management of  
their large number of CMOs
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Company #2 
Sustainability is now a board-level priority – and 
something consumers increasingly look for in the 
companies they buy from. That’s why a private-label 
retail manufacturer is using SAP Business Network to 
satisfy demand for more sustainably made products.

Business Network Adoption
When management at the retail manufacturer decides to 
launch a new line of organic shirts, deeper collaboration 
with the company’s extended supply chain is vital – and 
SAP Business Network makes it possible. For example, 
the company’s category manager can use it to zero in on 
vendors already qualified for organic goods. The manager 
can also investigate how each vendor’s materials are 
grown, harvested, and processed at the farms, mills, and 
facilities involved in manufacturing. With the attribute 
information automatically incorporated, it’s easier to 
prepare the RFQ and even request a mixed case with 

specific attributes (such as different colors and sizes). 
When the supplier responses come in, a detailed risk 
analysis on the top contenders can rule out any high-risk 
suppliers (such as those accused of unfair labor 
practices). If the top choice has capacity issues, the 
manager can split the award as they choose.

When production is complete, suppliers can issue 
advance ship notices through SAP Business Network, 
including quality and inspection results. These shipping 
records are matched with contracts, orders, and invoices 
in a touchless process, reducing errors well before
invoice information hits the ERP for payment.
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The Margin Impact
This retail manufacturer has created margin through 
collaboration and alignment with their extended supply 
chain across the production process by:
• Selecting vendors that have been prequalified and 

gaining visibility into how materials are farmed and 
processed

• Requesting packaging and attributes that meet their 
customer demands

• Managing capacity across different suppliers to help 
ensure on-time delivery
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Logistics is often treated as a separate aspect from other 
processes such as manufacturing, as it’s handled by a 
dedicated business unit. This can make process integration 
a challenge. Realistically, during any collaborative process 
– for instance, procure to pay, forecasting, and quality 
collaboration – logistical information and actionability 
can become the key advantages, as was the case for an 
SAP customer in the life sciences. Let’s take a closer look.

Company 
In 2021, a life sciences company was impacted by both 
the Suez Canal blockage and the container and ship 
congestion for its inbound logistics operation. The 
company had already started to switch to air freight  
for outbound shipments to distributors and customers, 
which increased its costs. Some of the products that  
the company makes are complex, requiring hundreds  
or even thousands of materials throughout the 
manufacturing process.

Management could not track individual line items for its 
supplier orders as they were being fulfilled by carriers, 
shippers, and third-party logistics (3PL) and fourth-party 
logistics (4PL) providers. In addition to risking production 
disruption, this created the need to incur the high costs 
of many raw materials to replace those on order, but they 
had no visibility into these raw-materials orders.

Business Network Adoption
To address these issues, the company adopted 
SAP Business Network. Now, when an order shipped 
through a third-party carrier is in transit, SAP Business 
Network gives the production manager and the service 
provider real-time visibility and location positioning of 
deliveries, complete with an accurate estimated time of 
arrival. When critical checkpoints are missed, alerts are 
instantly generated. This gives the planner valuable 
information needed to pinpoint the exact material, assess 
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the situation, escalate appropriately, and find alternative 
sources of supply before production is impacted. The 
planner can also focus on what’s most critical, rather 
than the noise of delayed yet uncritical orders.

The Margin Impact
Early sharing of this information with the carriers, service 
providers, and shippers helps everyone take action when 
deliveries will be late. It provides the extra margin to 
respond to issues when they come up and to mitigate 
business impacts. In situations with massive congestions 
(such as the container ship congestion in California at the 
end of 2021), this information is especially valuable. It can 
even create several additional days of lead time, during 
which the planner can check and secure alternate supply, 
develop other production plans, or inform and negotiate 
with customers.

Without this detailed logistical information, the planner 
would typically find out how bad the situation really is at 
the very last moment – when there is no time to respond. 
The impacts could range from unplanned production 
downtimes due to missing materials, lack of access to 
parts needed for factory repairs, and more. And this 
would result in unmitigated delivery delays, leading to 
customer dissatisfaction, potential penalties, and even 
order cancellations.

Tracking and tracing on SAP Business Network gives 
planners several days – and even weeks – of additional 
margin to deal with critical situations involving delayed 
goods. In addition, it provides an efficient platform to 
collaborate with shippers and 3PLs in real time, with 
access to shared information, real-time visibility, and 
insights across the value chain.
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Suppliers tend to have many customers, and often each 
customer requires the supplier to interact with them 
using a custom portal in order to get their business. 
Onboarding to each of these unique portals is quite a 
task, and then the time and expertise it takes to manage 
their business through these many portals can be quite 
overwhelming. By using SAP Business Network, suppliers 
can benefit from a “network effect” where they onboard 
once and get access to their customers doing business 
and using standard processes on the network.

Company 
A consumer packaging manufacturer with multiple 
packaging plants, thousands of customers, and billions  
of SKUs used custom integrations with customers to 
digitally collaborate. This was costly, time consuming, 
and limited to few processes. It also resulted in a 
fragmented view of customers and commitments across 
many systems. The company needed an automated way 

to manage the complexity  
and amount of data they were  
exchanging to do business successfully  
and keep their customers happy.

As shown in Figure 8, collaborating on planning and  
execution processes in a system-to-system approach  
including end-user reviews improves data quality and  
cycle time.

Business Network Adoption
SAP Business Network provided the company with the 
opportunity to automate high volumes of data exchange 
with their customers, such as demand forecasts, orders, 
and ship notices. They started by integrating with 
customers on supplier-managed inventory and 
forecasting processes to collaborate on demand signals, 
both short term (such as vendor-managed inventory  
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and POs) and longer demand horizons (such as  
forecasts). Over time, they have added more customers 
and more processes and are truly experiencing the 
network effect. 

As more customers onboard to SAP Business Network, 
especially their higher-volume customers, the gains are 
exponential. The effort to connect customer #2 and 
beyond is minimal. They get more data in a more 
consistent way and have a far more comprehensive  
view into demand, which allows them to do analysis  
on aggregated historical demand. Finally, all this 
visibility and collaboration has allowed them to focus  
on exceptions. Their goal is not necessarily reducing 
human interaction, but focusing on special cases  
and the customer relationship, leaving the standard 
interactions to the system.

The Margin Impact
The network effect of the business network has given  
this packaging manufacturer greater competitive  
margin through:
• Expanding visibility into both short-term and long-term 

demand signals and access to robust analytical data 
for better forecasting

• Reducing the cost, time, and effort to connect to new 
customers

• Freeing up headcount to focus on building new and 
better customer relationships
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Customer’s supply chain 
system

Supplier’s ERP systemBuyer or customer end user Supplier end user

Demand 
forecast

ü
Commit

Order

ASN

ü
Confirm

ASN = advanced shipping notice.

Figure 8: Automated Document Exchange Between a Supplier and Its Customers
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Key Takeaways: Give Your Business More 
Margin to Think, Respond, and Win
Business networks give you the real-time information, collaboration, and 
early insights needed to find and create more margin to respond to the 
unexpected in supply chains. You can make smarter strategic use of time 
and network data to make better decisions and strategically leverage 
resources such as warehouse and factory employees, backup suppliers,  
and safety stock. You can even turn manufacturing slowdowns into 
opportunities to protect your business from asset failures at the wrong  
time. As a result, your business can thrive in today’s highly unpredictable 
business environment.

This and more is possible because, as explained by Christian Klein,  
CEO of SAP, “A business network is greater than the sum of the individual 
businesses. It incorporates customers, suppliers, distributors, and other 
stakeholders – cross-company and across company borders. By  
sharing data and information in the network, enterprises get real-time,  
360-degree visibility to sense demand, anticipate risks, and manage  
retail, distribution, and procurement through to the consumer.”

“A business network  
is greater than the 
sum of the individual 
businesses.”
Christian Klein, CEO of SAP
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To learn about how industry leaders are winning  
with SAP Business Network, check out our  
customer-led webinars.

Learn More

Key Takeaways
SAP Business Network provides you with the ability to: 

• Collaborate in real time: Collaborate digitally with  
your trading partners so you can improve operational  
efficiencies, share accurate and consistent data, and build 
resilience with improved planning and streamlined 
processes.

• Gain broad visibility: See your trading partners’  
inventory and capacity so you can optimize your supply  
chain operations and avoid delays or interruptions. 

• Act on intelligent insights: Use industry benchmark KPIs  
to analyze your business’ performance and anticipate supply 
chain issues before they can impact your customers.
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