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Companies that produce highly standardized products with relatively low demand variability and 
production complexity use push manufacturing systems with the goal of maximizing their capacity. 
MTS manufacturing processes are often a part of push systems.

In contrast, when the demand for a product is highly variable or its production is complex, com-
panies often use a pull manufacturing system, which is based on actual customer orders rather than 
on demand forecasts. Ford Australia, for example, produces cars only after it receives an order from 
the customer. An MTO manufacturing process is often a part of a pull system. Supply chains that use 
pull manufacturing systems have the capacity and flexibility needed to produce a variety of products 
in an environment with variable demand.

Most companies use a mixture of push-and-pull manufacturing. As firms grow and expand their 
product lines, the variability in the demand for their products increases as does their production com-
plexity. As a result, it becomes more difficult for companies to rely exclusively on either push or pull 
manufacturing systems. The hybrid manufacturing practices are also reflected in their supply chains. 
That is, certain portions of a supply chain rely on push manufacturing, whereas other portions rely 
on pull manufacturing methods.

The firm must determine which combination of push-and-pull systems best enables it to combine 
efficiency and customer responsiveness in their supply chains. As more companies embrace mass cus-
tomization, they have to determine which portion of the supply chain can be managed using a push 
approach and which portion works best as a pull system. The interface between the two is called the 
push–pull boundary or decoupling point.16 This is the point where customization occurs, splitting the 
supply chain into the distinct pull-and-push parts. Figure 9.6 shows how manufacturing processes use 
the decoupling point to divide the supply chain.17

The decoupling point is also often referred to as the point of postponement (POP).18 The POP is 
the point that divides the supply chain into the supplier side and the customer side. Push systems are 
aimed at gaining maximum efficiency by managing and streamlining the supply chain, whereas pull 
systems are intended to satisfy the demands of customers. The exact point where decoupling or the 
POP occurs depends on the type of the manufacturing process (MTS, ATO, MTO, and ETO). The 
POP point is:

•• The point at which the variability in the demand for the product increases significantly
•• The point that denotes the longest lead time the customer will tolerate
•• The point of trade-off between inventory flexibility and capacity flexibility

The supply chain process for companies that operate in an MTS manufacturing environment 
is completely forecast based, and it begins with the acquisition of raw materials and ends with the 
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FIGURE 9.6: Determining Manufacturing Processes Based on the Decoupling Point in a 
Supply Chain
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