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The identification of  

       “White Spaces” 
along an industry’s Value Chain 

is a growth strategy 
framework focused on  

the idea of identifying new  
market opportunities 
well outside of the MBE‘s usual  

way of working landscape.
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In December of 2013, more than 
20 automotive industry executives 
gathered to consider the growing 
complexities of developing Scale, 
Scope and Capacity within Minority 
Business Enterprises; particularly in the 
Electronics Distribution and Contract 
Manufacturing sectors. Attendees 
included leaders from OEM purchasing 
functions, Tier 1 and 2 suppliers, 
and the contract manufacturers 
and distributors who serve both 
constituencies.

This white paper is the initial output of 
that session, and serves as a starting 
point to a multi-faceted look at the 
process of Business Model Innovation 
necessary to develop more effective 
means for Tier 1 and 2 suppliers to 
meet OEM customer’s requirements for 
both competitive and inclusive solutions 
serving the automotive electronics 
sector.

The conference attendees coined 
the term “White Spaces” to define 
opportunities within the Automotive 
Industry’s Electronics Value Chain. 
It seeks to position an innovative 
Business model where minority 
businesses focus on developing 
solutions by leveraging business 
alliances and Joint Ventures with tier 
1 strategic partners to enable scale, 
scope and capacity to meet OEM 
requirements. “White Spaces” then 
constitute the opportunities for Minority 
Business Enterprises in the electronics 
sector created by such collaborations. 

“White Spaces”
The term “White Spaces”, refers to 
opportunities created by specifically 
tailoring strategic acquisitions and 
Joint Ventures targeted at long term 
existing requirements along an 
Industry’s Value Chain (in this case 
Automotive Electronic Contract 
Manufacturing) by Minority Busi-
nesses resulting in the presentation 
of a very large Scale, and Scope 
profile to the market place. It is 
characterized by firms that pos-
sess:

• Long-term solutions 
orientation

• The capacity to reach beyond 
existing demand

• Ability to build execution into 
strategy

The identification of “White Spaces” 
along an industry’s Value Chain is a 
growth strategy framework focused 
on the idea of identifying new 
market opportunities well outside 
of the MBE‘s usual way of working 
landscape.

This definition creates a framework 
which redefines traditional boundaries 
of Minority Business participation and 
continues the kind of Business Model 
Innovation that is already reshaping 
entire industries by providing a 
mechanism for achieving sustainable 
Scale, Scope and Capacity. 

Introduction
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In the evolving landscape of OEM 
sourcing models, Senior Purchasing 

Executives at Tier 1 levels are finding it 
difficult to address customer’s diversity 
goals with substantial and sustainable 
participation in certain segments 
of the supply chain (i.e. Electronics 
manufacturing and distribution). The 
conference attendees agreed that 
current needs are giving rise to so 
called “White Spaces” in the automotive 
electronic value chain; areas that lie 
outside of traditional minority business 
participation. Consequently these tier 
I suppliers are struggling to meet the 
diversity goals set for this segment. 
The conference output suggests three 
significant observations:

• First, there is too little analysis by 
the Tier 1’s of their own strengths 
and limitations that could give rise to 
a determination of where there are 
growth gaps or white spaces that can 
be occupied by minority suppliers. 

• Second, there seems to be a general 
failure to perceive supplier diversity as 
an opportunity to innovate and provide 
new solutions to their customers. 
In short, Tier 1’s seem challenged 
to leverage their core businesses 
to develop new business models to 
deliver on a new customer opportunity 

• Closely related to the second 
observation; is the absence of clear 
strategies/methods to move minority 
businesses into an identified white 
space requiring a new business 
model.

Defining Complementary MBE 
Business Models

There was significant thought 
leadership in defining processes 
where white spaces can yield 
opportunities to position a minority 
business as a vertical contractor to 
the OEM complementing the role of 
a thoughtful/innovative Tier 1 partner. 
For instance; the minority business 
might play a “Design” role, manage 
a manufacturing solution assisted by 
a strategic Tier 1 partner and also 
contribute a “Distribution/Quality” role 
to the OEM. An alternative example 
might have the minority business 
involved in “Procurement and VMI 
Services” role, then later playing a 
“Distribution”/“Quality” role. 

This places the focus purely on the 
Business Model and the “Customer 
Value Proposition”. Thereby taking 
the focus off of the product orientation 
of today’s diversity drivers and onto 
value based solutions drivers. Viewing 
supplier diversity as anything less than 
an opportunity to bring new game-
changing solutions brought by minority 
businesses to Tier 1 customers is a 
mistake. Supplier diversity should not 
threaten current incumbent models. 
Rather viewing supplier diversity as 
an opportunity to innovate should 
complement the core business of Tier 1 
leaders.

Executive Summary of Conference Output
The Supplier Diversity Opportunity
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Stakeholder Collaboration
It is vital then to extend the analysis of 
the Automotive Electronics Value Chain 
white spaces to focusing the need for 
identifying new competence that can 
be organized into a new generation 
of Minority Business Enterprise 
ventures. Combining this effort while 
defining supplier diversity processes 
(as opposed to programs) at Tier 1s 
would bring all of the key stakeholders 
together in a strategic way to create 
ultimate success. Thus an OEM 
endorsement of a new MBE model that 
supports its value chain gap, could 
incentivize its Tier 1s to not only take 
the risk of filling that gap with an MBE 
business model, but also to do so with 
the patience to define the MBE’s road to 
profitability and  
sustainability.

This places the focus purely  

on the Business Model  
and the “Customer Value 
Proposition”. Thereby  

taking the focus off of the  

product orientation of  

today’s diversity drivers and  

onto value based  
solutions drivers.
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Global contract manufacturing has 
experienced a sea change in 

the past two decades. Rapid growth 
in manufacturers’ appetite to offload 
component manufacturing and sub-
assembly as a core competency 
and to reduce cost has resulted in a 
greater sourcing of the value chain to 
by strategic partner suppliers. Perhaps 
due to the success of the contract 
manufacturing model, revenue in 
2013 for the worldwide outsourced 
manufacturing industry is forecast to 
reach US$404 billion, up 4.5 percent 
from 2012.

While growth for 2013 is slightly down 
from 2012, the industry continues to 
grow, and the scope of services that 
contract manufacturers manage is 
expanding quickly.

Minority Business Enterprises in the 
United States have been able to harvest 

Market Barriers to Electronic Distribution and Contract 
Manufacturing

some the contract manufacturing’s 
growth across the past decade. But in 
a sector that is driven by consolidation, 
thin margins and rapidly changing 
technological capabilities, these 
businesses have not managed to 
keep pace with the industry’s broader 
growth. This paper will argue that, 
while minority businesses have faced 
the real challenges of overcoming the 
industry’s economic barriers to entry; 
there are never-the-less ripe “White 
Spaces” for investment, and strategies 
which minority businesses can use 
to capture significant pieces of the 
automotive electronics value chain. 
As used in this paper “White Spaces” 
represent opportunities specifically 
tailored to address long term strategic 
requirements in the electronics value 
chain by MBEs that are accessed 
through emerging “business models”.

2013-2016 Estimated
Source: IHS iSuppli Research, February 2013
https://www.ventureoutsource.com/contract-manufacturing/2013-contract-electronics- 
industry-sees-four-to-five-percent-growth/
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Though it is estimated that more 
than 20% of all US businesses are 

minority or women owned, there exist 
significant challenges to generating 
growth within the category. These 
challenges exist despite the fact that 
policies and goals are in place on be-
half of purchasers to allocate spending 
to MBEs. Specifically, many major US 
automotive OEMs have explicit spend 
targets designed to engage MBE sup-
pliers. Certainly the concept of supplier 
diversity does in fact appear on the 
“procurement agenda” throughout the 
OEM and tier 1 levels of the automotive 
industry. However, as the graphic on the 
right shows, less than half (44%) of US 
businesses actually meet their annual 
MBE spend goals. Further, many firms 
either do not rigorously track there 
results nor actively promote their MBE 
programs. Given the number of firms 
lacking MBE sponsorship from the ex-
ecutive level, it is not difficult to under-
stand why corporations fail to achieve 
targeted MBE spend.

To help frame the discussion several 
hypotheses surfaced among the work-
ing group on why OEMs still struggle to 
develop solutions that create Supplier 
Diversity growth within the automotive 
electronics vertical. 

1. Gaining significant traction 
amongst the participants was 
Supplier Diversity as a differen-
tiated process rather than the 
traditional program approach 

The Current State of MBE Enterprises

The group discussed whether in fact 
OEMs have a systemic set of embed-
ded processes to define specific needs 
of their Tier 1 and Tier 2 suppliers 
(rather than “Diversity Programs” which 
are vulnerable to an absence of com-
mitment or to close systematic atten-
tion). Such processes would support 
the granular identification of electronic 
industry requirements, (i.e. “White 
Spaces”), at the OEM level that would 
serve as the basis for the creation of 
Solutions focused with the thoughtful/
innovative tier 1 on possible MBE mod-
els. Traditionally, minority business’s 
primarily access is at the Tier 1 and 
2 level where the work inherently has 
lower margin value add opportunities 
due to the minimal scale, scope and 
capacity requirements, consequently 
large, forward looking contracts tend 
not to be available to these businesses. 
Also, procurement functions at the Tier 
1 and OEM level rarely share forward 
procurement strategies with minority 

Source: “Supplier Diversity Survey 2011” Institute 
for Supply Management; http://www.ism.ws/files/SR/
ISMSupplierDiversitySurvey2011.pdf
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businesses, yet expect MBEs to arrive 
with fully baked solutions, yielding dis-
appointments on both sides.

2. Within the industry, supplier 
diversity goals are sometimes 
strong at the executive level, 
but are not reinforced by 
process through management 
tiers 

Underlying the program focus of most 
Supplier Diversity initiatives at most Tier 
1s, is the waning of commitment the 
farther way from the executive offices. 
Having these initiatives coordinated by 
supplier diversity subject matter experts 
can make goals more achievable. For 
example, at some automotive suppliers, 
the buying function will drive MBE par-
ticipation, but at others the purchasing 
group’s execution level does not drive 
these programs. The group discussed 
in own belief that supplier diversity is 
typically treated as a “program,” which 
can ebb and flow with the fortunes of 
the sponsor or function that drives the 
program. Without a carefully devised 
set of processes to generate innovation 
and participation from minority busi-
nesses, levels below the C-suite will 
most likely prioritize MBE spend like 
they do other cyclical initiatives.

3. Need for “Solutions” from 
MBEs 

Related to the above challenges, 
OEMs are increasingly looking for 
single source providers that offer tiered 
solutions or a tier 1 supplier base. 
Some participants suggested that 
MBEs have previously emphasized 
more specific benefits over holistic, 
“solutions” spanning price ranges, OEM 
models and options. The working group 

suggested that if MBEs could close the 
gap by responding to specific busi-
ness needs with the scale, scope and 
capacity offered by tier 1 supplier that 
access to industry White Spaces could 
be imminent. Clearly a “catch 22” if we 
want a shot at winning, we need a new 
business platform. This points to the 
requirement to develop new Business 
Models.

4. MBE sales can emphasize  
Scale or Scope, at the  
expense of expertise

A number of participants in the group 
worried that some minority Businesses 
favored offering an expansive service 
portfolio over specialty in their sales 
and marketing approach. OEM pur-
chasing functions indicated that, though 
they have minority” spend” goals, the 
process does not begin by identifying 
providers with a capability to extend into 
the required products or services (i.e. 
white spaces). Rather, purchasers se-
lect existing best in class providers for a 
particular component or sub-assembly, 
and then evaluate the contribution (if 
any) a provider has to the company’s 
Diversity goals.

In sum, the panel’s consensus is that 
the concept of standalone supplier 
diversity “program” within organizations 
may not generate the significant growth 
in Diversity spend at the OEM and Tier 
1 levels that these firms are seeking. A 
more rigorous approach was advocated 
by the group that instead encourages 
broad collaborations and business com-
binations between MBEs and Scaled 
providers that allows for specialized 
solutions to OEMs and Tier 1 suppliers 
in the electronics space. 
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One of the primary insights to the 
session is the discovery that sev-

eral “White Spaces” currently exist in 
the automotive electronics sector, i.e. 
opportunities for minority businesses 
with scale and scope to participate 
in emerging requirements on behalf 
of OEMs and their Tier 1 suppliers. 
Beginning with an acute market need 
is an ideal channel for an MBE to enter 
the automotive electronics space, as 
emerging and unmet requirements 
oftentimes have OEM buyers search-
ing for a solution, MBE or not. Several 
buyers in the room explained that many 
of the vehicles in planned production 
had contract requirements for 2017 and 
beyond, such White Spaces could be a 
channel to win business prior to 2017 
implementation.

The attendees identified and discussed 
the most immediate White Spaces from 
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Automotive Electronics Value Chain
Supply Chain Service Opportunities

Electronics’ Challenges – Automotive Market Needs

a value chain AEL-SPAN created for 
purposes of discussion. A simplified 
version is below:

Inventory Management

One Tier 1 supplier introduced the fact 
that his firm carried far too much inven-
tory and is looking to suppliers to assist 
in reducing it. The buyer believes that 
inventory optimization is a management 
competency that needs more attention 
from suppliers. Sharing more forecast-
ing between customer and suppler is 
a low-level opportunity, but introducing 
advanced technology and solutions that 
remove working capital from a buyer’s 
balance sheet is top of mind for buy-
ers. Automotive electronics have high 
inventory risk, and buyers have a push 
from the executive level to get excess 
inventory out of the supply chain. A 
major OEM agreed with this sentiment, 
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offering that the company is struggling 
to find competent and capable suppliers 
that can effectively manage inbound 
inventory.

End of Life Product Management

One electronics distributor noted that 
the end of life semi-conductor and other 
electronics segment of product stream 
is ripe for new solutions and offerings. 
Specifically, long lifetime components, 
or out of mass production material are 
not core processes for many Tier 1s 
and are oftentimes open to partners 
managing these more sporadic mate-
rials. The service may be provided to 
an OEM or Tier 1, and the concept is 
that an MBE supplier could take over 
assembly distribution and forecast-
ing of a part. Several Tier 1s in the 
room in the room agreed, that margin 
“cherry picking,” typical of certain tier 
1’s outsourcing programs to minority 
businesses would not work. The ideal 
provider would propose end-of-lifecycle 
management for parts across a certain, 
objective portfolio of parts.

Distribution vs. Direct

Another discussion focused on 
opportunities to facilitate direct buying, 
rather than via a distributor in the 
electronics value chain. An OEM in the 
room thought that the responsibility 
for sourcing efficiently falls on Tier 1s, 
and it will require not only a mindset 
change but a calculation of the added 
costs of service, engineering and the 
other pieces of value that distributors 
add. The OEM also stated to MBEs 
that, creating a legal consortium and 
acting as a distributor for multiple 
buyers would be compelling. Taking 
the concept farther, to the degree Tier 
1 or diversity suppliers can facilitate 
one-off direct buys; an OEM is open to 
promotional or opportunistic means to 
acquire key components.

The group agreed that the automotive 
electronics space has several 
opportunities to put new market 
theories into practice. Many small or 
mid-size businesses operate from a 
disadvantaged position with regard to 
scale, scope or capacity. Oftentimes, 
the workaround to such shortcomings 
is to be more creative, service oriented 
or focus on features other than price 
or customer base. In this way, the 
MBE opportunity is to foster greater 
entrepreneurship within the Tier 1, 
2 and OEM marketplace. Greater 
creativity in approaching client needs 
can oftentimes differentiate a small 
business from an equally capable large 
or mid-size firm. MBEs must go to 
market in a more aggressive manner 
when it comes to applying theories 
(such as designing solutions where 
partners might be needed) to practice in 
the marketplace.
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The long term model for minority 
businesses to contribute to the 

automotive electronics value chain is 
to generate value added scale, scope 
and capacity in multiple channels. 
Ultimately, the most successful MBEs 
in this space will not only serve the 
automotive electronics sector well, but 
create business processes that can 
be exported beyond the sector. Given 
that MBEs have had success in fits and 
starts over the past two decades, a 
radically different strategy is necessary 
to accelerate growth in the MBE sector. 
In this way, MBEs must consider their 
opportunity broadly, thinking of it as 
a “Blue Ocean Strategy”. This term, 
introduced by W. Chan Kim and Renée 
Mauborgne in the seminal 2005 book 
of the same name, characterizes 
the pursuit of previously undefined 
opportunities, but using a rigorous 
process of innovation and analysis. The 
book demonstrates how to break out of 
competitive thinking and create demand 
using “reconstructionist” strategic 
thinking under four principles:

1. Create uncontested market 
space by reconstructing market 
boundaries;

2. Unpack and evaluate the big 
picture;

3. Extrapolate from existing demand; 
and

4. Carefully structure the strategic 
analysis sequence

MBE Opportunities to Meet Market Needs

The White Spaces open in automotive 
electronics are well outside of traditional 
MBE landscape opportunities and 
are appropriate for blue ocean 
strategy analysis. The thought leaders 
articulated several opportunities to meet 
upcoming OEM market needs in the 
previously outlined White Spaces.

Create End-to-End “Solutions”

Several buyers in the room articulated 
that OEMs are applying the lessons 
of shared architecture and platforms 
across models and brands to supplier 
selection. For example, OEMs are 
increasingly attracted to “solutions” in 
which a supplier can offer a family of 
parts. The part family would span low 
end to high end, with the associated 
price points, lead times and quality 
standards. Increasingly, the electronics 
sector wants “one stop solutions,” 
and in some cases this may have 
the desirable result of pushing the 
collaboration burden down to the sub-
supplier level. 

Narrowly Define the Target 
Customer and Service

For the foreseeable future, MBEs are 
unlikely to be competing at the Tier 1 
level. Because of this reality, MBEs 
must clearly define where they can 
compete. This means creating the right 
level of targets in terms of relationship, 
contract size, duration and partnership 
necessity. On the side of Tier 1 and 
OEM buyers, the opportunity for those 
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interested in improving supplier diversity 
is to clearly define what an ideal MBE 
supplier looks like. In addition, buyers 
need to create means to invest in the 
development of suppliers if a candidate 
is close, but not perfectly positioned. 
Lastly, and perhaps most importantly 
procurement functions must find a 
means to share long and short term 
procurement goals and strategies with 
key MBE stakeholders. Such added 
transparency will enable MBEs to offer 
more targeted, fully developed, and 
cross-platform solutions.

Broadcast and Search for 
Weaknesses in Automotive 
Supply Chain

One major OEM cited the fact that 
local US suppliers are in very short 
supply for certain components. The 
OEM would like to avoid sourcing parts 
from its home country and incurring 
transportation costs. Where OEMs 
need suppliers to meet local needs, 
there must be greater communication 
to the marketplace on what specific 
local needs are. With the knowledge of 
what business processes or parts are 
still open to buy, and must be sourced 
locally, MBEs can design end-to-end 
solutions and match those to existing 
competencies. The message to the 
OEM communicate is “when you have 
identified a weakness in the supply 
base, [local business councils] need to 
know about this.” In sum, the burden 
is also on the OEM side to inform 
the MBA if it wants results and new 
solutions. 

Data Driven Business Cases

A final area that OEMs agreed is a 
ripe opportunity for MBEs is proposing 
business using data driven business 
cases. The example provided was 
justifying using a local MBE partner at 
perhaps a higher unit cost but lower 
transportation costs. OEMs and Tier 
1 suppliers alike felt that the total cost 
of ownership can be missing from 
proposals, and this can only strengthen 
an MBEs business case. Another 
example a Tier 1 supplier noted was for 
their suppliers to help the, relate data 
on end-buyers such as demographics, 
to the OEM and estimate what 
percentage of spend may have come 
from the end buyer demographics in the 
previous model year.
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MBEs frequently offer unique access 
to new customer groups, innova-

tive supplier bases and industry thought 
leadership. Despite the distinctive offer-
ing of MBEs, they often times give away 
value when trying to win a contract, 
competing against more connected 
names, better capitalized operations or 
more recognizable brands. For MBEs 
the value offered to a customer should 
be not only fully costed, but pressed 
upon a customer. Particularly when 
firms offer true innovation or enter a 
truly “White Space,” pricing according 
to a customer’s maximum willingness to 
pay can be difficult to execute.

This is because firms gravitate to value 
pricing practices that are familiar, safe 
or industry standard. Competitive pric-
ing is the practice of pricing based on 
the offering of a similar service or com-
pany to one’s product or service. This 
can be sub-optimal as new sources of 
value have little to do with a legacy of-
fering that is subject to different market 
forces. Additionally, pricing based on 
the cost to produce a good or deliver a 
service is equally corrosive to an MBE’s 
potential. Cost based pricing can be 
common in transparent or commodity 
based industries. But here, MBEs can 
offer value over and above the accept-
able margin above cost that is very 
difficult to replicate by even a similar 
provider.

Particularly when renewing business, 
the value an MBE offers should be fully 
realized in the total cost to a customer. 

A New Roadmap for MBEs

A “New” MBE Profile
The ideal MBE Electronics supplier 
was described by several OEMs, 
here are some highlights:

• Began with Tier 2 supplier, 
growing/rising into Tier 1

• Develop the potential to 
contribute across automotive 
platforms and architectures 

• Grow or partner to develop the 
ability to offer high and low end 
services/products

• Recognize the preference for 
local presence

• Narrow scope of proposals
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What Can MBEs Do Now

1. Create a visionary set of solutions, 
based in actual capabilities that 
the organization can offer to Tier 
1 or OEM level buyers. The scope 
must not be at the expense of 
legitimate expertise in the sense 
that the MBEs firm can bring an 
SME or case study to the sales 
process.

2. Narrowly scope the MBE orga-
nization’s key competencies, as 
they relate to automotive elec-
tronics. Juxtapose those internal 
competencies and scope with 
customer or marketplace needs 
and note the horizontal gaps in 
the company’s service offering. 
Collaborate with partners (MBE or 
non-MBE) that have the capa-
bilities to execute an integrated 
solution where the MBE cannot.

3. Inquire as to Tier 2 purchasing 
goals 3-7 years out, and ask to 
help design a model or platform’s 
MBE spend processes and goals. 
Generally act more as an advisor 
rather than provider the farther out 
the contract.

 A Call to Action

What Can OEMs and Tier 1 
Suppliers Do Now

1. Create and publicize a list of 
market or platform specific White 
Spaces that MBEs and other local 
businesses can design a solution 
around. Local business councils, 
including MBE councils, can 
support supplier development.

2. Create a set of “pitch guidelines” 
for how the organization best 
consumes business cases and 
data from non-traditional suppliers 
(like MBEs, local businesses or 
new market entries).

3. OEM procurement functions 
must push MBE spend goals and 
incentives down through not only 
their own purchasing functions but 
also into Tier 1 and 2 suppliers.
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“Relevant Intelligence” is the Thought 
Leadership series presented by 
AEL-Span. The series is designed to 
promote strategic collaboration amongst 
AEL’s Supply Chain partners.

AEL Holdings is a North America-based 
Supply Chain Solutions company. The 
Company is the Minority Business 
Enterprise Joint Venture Partner of UTI 
Worldwide, a $5.0 billion diversified 
public Company. We enjoy preferred 
supplier status in the global supply 

About AEL Thought Leadership

chains of top performing Tier one and 
OEM manufacturers in the Automotive 
and Hi-tech sectors, with a broad and 
deep range of services in warehousing, 
distribution and transportation 
management capabilities. 

www.aelspan.com

SDi is the consulting unit of UTi 
Worldwide. The globally staffed team is 
comprised of experienced strategists, 
specialists and engineers who have 
deep industry expertise and have 
designed and implemented numerous 
supply chain solutions in the private 
and public sectors. SDi offers a full 
range of supply chain consulting and 
implementation services based on 
individual client requirements and 
proven best practices. SDi’s advisory 
domain includes:

• Supply chain strategy setting

• Supply chain segmentation, 
design and optimization

• Inventory optimization and 
assessments

• Continuous improvement projects

About UTi’s Supply Chain Design & Innovation Group (SDi)

SDi has the expertise to optimize 
clients’ supply chains by improving 
supplier relationships, reducing 
costs, balancing inventory, improving 
customer service and mitigating risk, 
thus delivering sustainable competitive 
advantage wherever UTi’s clients 
operate worldwide.

For more information about  
this report or

AEL-Span’s Supply Chain Services, 
please contact:

John Henderson, 
Chief Executive Officer

jhenderson@aelspan.com
734.957.1600 extension 8010
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Detroit MBDA Business Center

Leamon Sowell, Managing Partner
Sowell Law Partners, PLLC

Jerome Espy, President
Nfinit Integrated Communications

James Williams, VP Client Solutions
Casey Mork, Sr. Consultant
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