The new logistics is about speed. UPS delivers earlier to more countries from the U.S. than anyone. In fact, UPS
delivers more packages on-time and overnight in the U.S. than anyone. You can choose from a range of delivery
options to meet the requirements of your business and the needs of your customers. Keeping your promises is notan
option; it’s a business advantage. Put the new logistics to work for you. thenewlogistics.com
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SUPPLY CHAIN TECHNOLOGY

There’s POWER

Our contributing technology editor documents how far Saa$S has
infiltrated the SCM software space and then introduces us to a shipper
that’s partnered with its 3PL to leverage a hosted solution that’s
managing its domestic and international moves.
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In the

cloud

BY BRIDGET MCCREA, CONTRIBUTING EDITOR

oftware-as-a-Service (SaaS),
now more commonly referred
to as “cloud computing,” has
a lot going for it. The need for
less capital expenditure out
of the gate, minimal implementation
time, and the fact that such systems
don't require robust IT infrastructures
(human, equipment, or otherwise) to
run, are the top selling points for these
hosted solutions.

There are also challenges to contend
with, as we'll touch on a little later; but
it's safe to say that, at this point in the
evolution of supply chain management
(SCM) software, SaaS has already
made a significant imprint.

Shippers have taken to the SaaS
delivery method, which finds soft-
ware being deployed over the Internet
instead of being installed from a box
and onto the user’s servers or comput-
ers. Using a subscription model, SaaS
providers “license” the use of their soft-
ware to customers who pay low or no
upfront implementation costs. That's
because all of the technology resides
in the “cloud,” and is accessed via the
Internet as a service.

Saa$ is being used across many busi-
ness applications including account-
ing, customer relationship management
(CRM), enterprise resource planning
(ERP), content management, and
human resource management (HRM).
It’s also taken hold in the supply chain
space, where transportation manage-
ment systems (TMS) and global trade
management (GTM) systems—both of
which rely heavily on collaboration to
run smoothly—claim the highest use of
on-demand systems.

Over the next few pages we'll explore
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just how far SaaS has come in the sup-
ply chain software space during the last
few years, and then introduce you to a
shipper that’s partnered with its third-
party logistics provider (3PL) to suc-
cessfully manage its internal and exter-
nal logistics operations.

JUMPING INTO THE CLOUD

Greg Aimi, director of supply chain
research at Gartner, estimates that 25
percent of TMSs will be delivered on
demand by 2013, and that the pen-
etration of both the TMS and GTM
markets currently stands at about 20
percent. Some of those on-demand
solutions are standalone, while others
are served up as part of larger solutions
developed by companies like Oracle,
Manhattan Associates, and Red Prairie,
says Aimi.

Aimi says that TMS and GTM work
particularly well in the cloud environ-
ment because each revolves around
“multi-party management” programs
that can be fragmented and difficult to
manage without a centralized system
that all entities can access.

“Transportation involves a lot of
working parts, and when you get into
the international scene you also have
to factor in freight forwarders, consoli-
dators, and multi-modal carriers,” says
Aimi. “Saa$S’ single repository system is
valuable, and different than traditional
software systems that require software
installation, servers, hardware, data
centers, and the development of [indi-
vidual] connections with all of the par-
ties who are acting on your behalf.”

Ben Pivar, vice president and North
American supply chain lead for con-
sulting firm Capgemini, says that much

of the business case for SaaS can be
traced back to the packaged software
revolution, when shippers realized that
software development wasn't their core
competency.

“A similar movement is happening
with SaaS, with shippers looking hard
at whether they really want to set up
and manage hardware and software
in-house,” Pivar says. “Through the on-
demand model, companies can work
with vendors that leverage their exper-
tise across multiple clients, and for a
better price.”

SaaS systems also require less
upfront investment, says Aimi, although
some shippers do question the value of
paying subscription fees over the long
term, versus writing one check for a
professional license. “The initial cost of
SaaS is definitely attractive,” says Aimi,
“because anytime you have lower capi-
tal expenditure upfront, the investment
tends to be less risky.”

That selling point has attracted com-
panies of all sizes to SCM SaaS$ options,
which are no longer relegated to bud-
get-conscious  shippers who lacked
robust IT infrastructures and support
systems. Even large corporations like
Proctor and Gamble (P&G) are tap-
ping the option, says Aimi, who points
out that the consumer packaged goods
firm is using a SaaS-based program for
its global transportation rollout. “That’s
a really big deal,” says Aimi. “You don't
get any bigger than P&G.”

NOT ALWAYS FLUFFY

SaaS isn't all easy. What happens,
for example, if the software vendor’s
system goes down, leaving the shipper
and all of its constituents in a lurch?
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It can happen, says Adrian
Gonzalez, SCM technol-
ogy analyst and director of
Logistics Viewpoints, and it’s
something to consider before
making the move to a hosted
SCM solution.

Gonzalez  advises  ship-
pers to ask vendors the tough
questions like, what happens
if your system goes down?
What type of backup and
recovery methods are in place
to ensure that this doesn't
occur? What other risks do |
need to be concerned about?
“The key is to understand
what types of systems and
processes your vendor has in place,”
says Gonzalez, “and to take these risk-
related issues into consideration when
you're shopping around for a solution.”

Geography is another challenge, par-
ticularly on the TMS side, where many
of the SaaS solutions available on the
market are U.S.- or North American-
centric, says Gonzalez. The shipper
who is seeking a single, enterprise-
wide, TMS platform that can span
multiple geographies, and company
divisions should think twice before
investing the time and energy in an on-
demand TMS, says Gonzalez.

Data integrity issues should also
be considered, says Pivar. “Security is
one of the biggest things that’s hold-
ing SaaS adoption back right now,” he
says. Of lesser concern, but still an
issue, he adds, are performance issues.

“If youre relying on a
hosting environment and
accessing it through the
web, that system had bet-
ter be running in an opti-
mal manner,” says Pivar,
who advises shippers to
ask for service level guar-
antees that govern the
vendor’s use of proper
hardware sizing, as well
as the reliability and con-
tinuity of the application.

“Shippers want assur- .
ances about continuity .
and security,” says Pivar, .
who expects SaaS’ popular-
ity to grow, despite those
challenges. “Hosted solu-
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tions are definitely becoming more main-
stream and we expect them to continue to
expand,” he says. “I also think that we're
going to see other SCM applications
playing in this space, such as warehouse
management systems (WMS). There’s no
reason why a SaaS model wouldn’t work
in that arena.”

LOOKING PAST THE CLOUD

Like Pivar, Aimi also sees potential
for SaaS in the WMS space, where the
concept of running multiple DCs on a
single system is fairly new. Because a
warehouse exists within “four walls,”
says Aimi, the notion that a single,
hosted system can handle the activities
going on inside is still foreign for most
shippers. However, he says the idea
that multiple DCs can be connected at
an enterprise level through a common

SaaS$ or hosted solution component
framework

Source: Capgemini
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system that doesn't require,
say, four different reports
from four different facilities,
should be a major selling
point for the hosted WMS.

And while SaaS still
makes the most sense for
systems that are inher-
ently network-centric, says
Gonzalez, the low upfront
investment and faster imple-
mentation times afforded by
such systems will help drive
the hosted software move-
ment across new categories,
including WMS.

“If you had asked me a
few years ago if SaaS made
sense in WMS and ERP, I would have
said not as much as it does in TMS and
GTM,” says Gonzalez. “However, we're
now seeing some traction in other soft-
ware areas due to the fact that shippers
are looking for quick time-to-value,
and/or wanting to replace their exist-
ing spreadsheets and fax machines.
SaaS could be a good starting place for
them.”

EVERGREEN PACKAGING:
HEAD IN THE CLOUD

When Evergreen Packaging Inc., and
Blue Ridge Paper Products Inc., joined
to form Evergreen Packaging Group in
2007, it didn't take long for the new
company to get on the growth path.
Soon, the new company realized that
it needed to centralize its supply chain
and leverage more aspects of its existing
transportation  network,
which was geographically
dispersed and fragmented.

David Friedson, director
of logistics and distribution
for the Memphis-based
firm, which makes paper-
board packaging solutions
that can be found in con-
sumer products like micro-
wavable trays, envelopes,
and even lollipop sticks,
says the search for a TMS
was rooted in the compa-
ny's need to centralize its
transportation component.

“As the company grew,
we realized that our logis-
tics were highly decen-
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Key processes hest suited to cloud computing

By Thomas Schramm, Sergio Nogueira, Derek Jones: Accenture

Cloud computing is particularly applicable to supply chain activities where
extensive customization is not required, or when the activity is performed spo-
radically (such as a sourcing “event”), or is not a “‘core” part of what makes the
company unique. These activities are likely to be the first to make the transition
to the cloud. We will now examine four of them in detail.

1. Planning and Forecasting. Cloud-based tools are now available for captur-
ing itemized spend data, performing basic analytics, planning manufacturing
runs, and executing statistical demand forecasts. Applications focused solely
on retail supply chains are also prevalent, with capabilities that include planning
and allocation, assortment and space, pricing and promotion, and forecasting
and replenishment.

In the near future, many more cloud service providers will add planning and
forecasting applications to their offering. A primary reason is that planning and
forecasting are rarely core components of companies’ ERP systems.This means
companies can run one manufacturer’'s ERP application internally, while simul-
taneously leveraging another’s best-of-breed planning/forecasting application
via the Internet.

2. Logistics. Some core warehouse and transportation management applica-
tions already are available online from cloud providers. Over the coming years,
more and more cloud computing applications for functions such as network
strategy, inventory management, warehousing, and transportation will become
available. Processes such as global trade compliance, replenishment planning,
order processing, transportation load building, fleet management, and transpor-
tation route planning are likely candidates.

3. Sourcing & Procurement. Cloud computing represents a great opportunity
to reduce total cost of ownership—the most commonly cited success metric in
sourcing and procurement. A key reason is that cloud-based tools are inherently
collaborative and accessible, creating major benefits for companies that deal
routinely with thousands of suppliers. For example, cloud-based collaboration
allows multiple parties to jointly develop supplier contracts, dramatically en-
hancing contract management.

Myriad sourcing and procurement capabilities are rapidly coming online,
including procurement report generation, database centralization, and supply
chain visibility. Retail potential is particularly strong.

4. Service and Spare Parts Management. Many companies underperform in ser-
vice and spare parts management, despite the fact that this area often generates
a high proportion of an organization’s profits. Companies can gain significant
advantages by using cloud computing to upgrade their capabilities and imple-
ment new processes rapidly without extensive capital expenditure costs.

Tools such as warranty validation are already available to service opera-
tions, and cloud applications for reverse logistics/returns processing, techni-
cian dispatch and tracking, and spare parts inventory pooling and distribution
are expected soon.

Thomas Schramm is a managing director in Accenture’s Supply Chain Manage-
ment practice. Sergio Nogueira is a senior executive in that practice who focuses
on supply chain technology. Derek Jones leads research and development for
Accenture Supply Chain Management.

For Accenture’s exclusive paper, Cloud computing and supply chain: A natural fit
for the future, go to logisticsmgmt.com/accentureSaaS
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tralized and taken care of at the facility
level,” says Friedson. “We were doing an
excellent job handling everything that
way, but we really weren't taking advan-
tage of the complete network that we
had in place.”

Evergreen manufactured 15 bil-
lion milk and juice cartons in 2009
and served them up to a globally dis-
persed customer base. Working from
nine domestic manufacturing plants
and eight more that are located around
the globe, the company has a complex
supply chain that includes “many dif-
ferent parts and pieces that are moving
around the globe at any given time,”
says Friedson.

Those moving parts aside, the merger
between the two companies and the
formation of Evergreen went smoothly.
Working in the new company’s favor
were the reputations already created
by its two predecessors, because both
companies had already established
themselves as world-class manufac-
turers, says Friedson. To maximize
this unique position—and to make
that reputation carry over to the new
entity—the firm set its sights on a new
logistics strategy that covered both the
supply chain execution and the strate-
gies behind it.

The first step involved looking at 10
different supply chain solution provid-
ers, according to Friedson, and then
narrowing that list down based on a
few key criteria. Topping that criteria
list were the solution’s value proposi-
tion, the client-vendor relationship, the
vendor’s knowledge of Evergreen Pack-
aging’s business, as well as the vendor’s
project management skills.

Perhaps most importantly, Friedson
says that the manufacturer wanted to
be able to manage its supply chain on
a 24/7, ongoing basis within a dynamic
environment that “wasn’t just a static,
optimized picture of what had hap-
pened in the past, but rather, a look at
what was going on during the journey
itself.”

After a rigorous selection process
that included both on-demand and pur-
chase-and-install options, Evergreen
Packaging selected a managed TMS
from Transportation Management Cen-
ter (TMC), a division of C.H. Robin-

son Worldwide, Inc. Friedson says SaaS
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was selected after a thorough market
search revealed that it would “get us
there faster, in terms of really creating
value over time and allowing us to focus
on strategy, while leaving the execution
issues up to the vendor.”

The TMS implementation started
in May 2010. Over the eight months
that followed, the new system would
be rolled out to a total of nine domes-
tic locations, with the last two added in
January 2011. “We moved at lightning
speed,” says Friedson. “The fast pace
alone illustrates just how successful the
implementation has been.”

The manufacturer is using the TMC
TMS for its North American logistics
operations, the bulk of which is handled
by truckload and less-than-truckload car-
riers. The system’s order management
component handles all freight-related
activities, from tender right on through
to payment. “We also use it for business
intelligence, to help us improve both
our cost and service,” says Friedson. The
TMS also captures Evergreen Packaging’s
rail transportation activities, although
Friedson points out that it's not being
used for the tendering of rail freight.

Because the shipper was previously
using a highly fragmented approach to
transportation management, there were
naturally some cultural issues to work
through with the new system. “The
challenges were mainly around change
management,” says Friedson, who
points out the manufacturer’s choice of
a hosted solution helped ward off some
of those issues right out of the gate.

“Using the hosted model helped
us mitigate the change management
issue because it allowed us to focus
on the change that is going on in our
operations, and not worry about how
to install and configure a TMS,” says
Friedson. “We were able to concentrate
on interfacing with the system, and
centralizing our transportation manage-
ment process.”

So far, Evergreen Packaging has seen
positive results from its TMS invest-
ment with its 3PL. Friedson says carrier
performance has improved, although
no solid savings or cost cuts have been
detected yet. “We're still in the process
of looking at the financial benefits,” says
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Friedson, who sees hosted solutions as
a good bet for shippers of all sizes who
are looking to save money and get up
and running quickly.

“Compared to the SaaS solutions of
10 years ago, today’s hosted options are
fully vetted and very powerful,” says

Friedson. “They're viable options that
should be evaluated along with all of
the other solutions that are available on
today’s market.” []

Bridget McCrea is a Contributing Editor

to Logistics Management
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