SUPPLY CHAIN & LOGISTICS TECHNOLOGY

2012 Supply Chain Software Users Survey

Spending

stabilizes

he results of Logistics Management's Annual

Software Users Survey over the past few years

revealed that economic woes and corporate cut-

backs suppressed reader spending in 2009-2010.

However, the results of our 2012 study are in, and
it seems as if supply chain software spending is back to “nor-
mal” after several years of backpedaling.

“Pre-2011 there was a lot of uncertainty in the market and
companies were really holding back on investments,” says
Belinda Griffin-Cryan, global supply chain executive program
manager at Capgemini Consulting. “The environment started to
improve last year because a lot of companies just couldn’t wait
any longer to purchase or upgrade their supply chain software.”

According Griffin-Cryan, as well as the results of our latest
study conducted by Peerless Research Group (PRG), the initial
rush of investment that was seen in early 2011 has since calmed,;
however, spending has certainly stabilized as we roll into 2012.

PRG conducts our annual software users survey to gain
a better understanding of the current supply chain software
market and to identify pertinent technology trends that may
affect the logistics and transportation community. The results
of this year’s study are based on the feedback provided by
280 qualified readers of Logistics Management.

Specific areas of evaluation among survey respondents include
types of software currently used and planned for purchase;

This is a good sign compared to the spending decreases that
the survey picked up on in 2009 and 2010.

When asked how the current economic climate has changed
their companies’ approach to supply chain management soft-
ware spending, 31 percent of respondents say that they're scruti-
nizing their software purchases, down from 33 percent in 2011.

Twenty-one percent say they are still freezing investments,
up from 18 percent last year, while 21 percent say that
they'll be making investments in new software in the next 12
months. Another 21 percent say they plan to upgrade exist-
ing systems, compared to 22 percent the year prior—another
indication that upgrade intentions have finally stabilized.

Monetary commitments to supply chain software have
decreased when compared to 2011’s survey results. When
asked if their firms were going to buy supply chain software
in the next 12 months, 39 percent responded favorably com-
pared to 48 percent in 2011. Budgets are up slightly, with 49
percent planning to spend less than $100,000 (compared to
48 percent in 2011) and 27 percent spending $100,000 to
$499,000 (versus 25 percent the year prior).

Adrian Gonzalez, director of Logistics Viewpoints, says that
this year’s respondents’ acquisition intentions indicate that
companies are continuing to either buy new or upgrade exist-
ing systems. And while the numbers have flattened somewhat
compared to 2011, Gonzalez says the “tighten up our belts”

annual software expenditures; stage in
the software buying process; reasons
for consideration of supply chain solu-
tion software; number of software pack-
ages and vendors used by company; and
expected timeframe for payback on pur-
chases of supply chain software.

Over the next few pages we'll look at
the results of the survey and hear what
top analysts are saying about the findings.

Yes: 48%

Top line overview

Stabilization is the name of the game in
2012 as companies steadily add more
supply chain technology to their stables
and/or upgrade their existing systems.

2011

Purchase Intentions

Is your company planning to buy
supply chain software for your
operation in the next 12 months?

Source: Peerless Research Group (PRG)

sentiment of 2009-2010 has clearly
passed.

“A lot of shippers have come to grips
with the fact that this is the business
environment that they have to operate
in now,” says Gonzalez. “It's going to be
dynamic and there are going to be ups
and downs.”

Yes: 39%
Squeezing benefits from WMS, TMS

Half of the logistics professionals sur-
veyed say that their use of supply chain
software has increased—only 38 percent
answered positively to that question in
2011—and 46 percent say that usage
stayed the same compared to 56 percent

2012
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last year. When ranking the importance of individual software
features, shippers have once again pinpointed the right features
for their operations, configurability, compatibility with exist-
ing software, and service/support availability as their top “must
haves.”

Digging down to the various software packages that
comprise supply chain software as a whole, we learned
that 56 percent of shippers are using warchouse manage-
ment systems (WMS), a number that comes in about the
same as 2011. Twenty-four percent are planning to buy
or upgrade their WMS, while a net 67 percent are either
using or planning to buy a WMS. From their WMS, these
companies want real-time control, inventory deployment
abilities, existing package upgrades, and labor manage-
ment capabilities.

Thirty-seven percent of respondents are currently using
transportation management systems (TMS), up from 32
percent in 2011. Twenty-five percent are planning to buy or
upgrade—steady from last year’s numbers—and a net 50 per-
cent are either using or planning to buy a TMS (versus 51
percent last year). Shippers most want routing and schedul-
ing, routing and rating, shipment consolidation, carrier selec-
tion, and load tendering capabilities from their TMS.

Adoption of Cloud Computing/Saa$S

Which best describes our company’s status regarding
the adoption of a cloud computing/Saa$S strategy?

Have adopted - 8%

Currently evaluating or will evaluate _

within next 24 months it

It is not an option
Not sure what cloud computing is - 6%

Not sure of my company's interest _

in cloud computing 30%

Other . 4%

Source: Peerless Research Group (PRG)

BY BRIDGET MCCREA, CONTRIBUTING EDITOR

This year’s findings indicate a leveling off from last year’s
welcome spike, but also indicate a higher overall investment
by those firms that are buying new or upgrading. For 2012,
the market appears to be progressing on a slow-and-steady
growth path that isn’t expected to let up anytime soon.

Dwight Klappich, research vice president for research giant
Gartner, says shippers’ keen interest in routing and scheduling
falls in line with what his firm is seeing in the marketplace.
“Three years ago the routing and scheduling market was dead,
there just wasn't a lot of energy there,” says Klappich. “That’s
changed over the last three years as more shippers are finally
turning to technology to streamline these vital activities.”

One area of the survey that surprised Klappich involved
ERP systems, which are currently being used by 47 percent
of companies. Fifty-four percent say theyre planning to buy
ERP this year, while 54 percent of those buyers say their ERP
will include a WMS module compared to 48 percent last year.

The fact that shippers see their ERP providers as capable of
providing solid WMS caught Klappich’s eye. “This is a testa-
ment to the fact that ERP vendors have invested significantly
in their WMS applications to the point where more than half
of the companies feel that they could get their WMS from their
ERP vendors,” he says, noting that 10 years ago most shippers
would not have made that assumption, namely because at the

Fear of the Cloud?

What do you see as the main concerns or fears
surrounding the use of a cloud computing strategy?

Security concerns
Privacy issues
System reliability
System performance
Data integrity
29%
Legal/compliance issue
Back up plans
Unproven technology
Geographic compatibility

Other

A lack of control

Source: Peerless Research Group (PRG)
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time best-of-breed WMS vendors were thought to be the de
facto source of such software.

Any action in the cloud?

The “cloud” and Software as a Service (SaaS) may be hot
topics right now across many different software sectors, but
they remains a blip on the horizon for many logistics profes-
sionals. Just 8 percent of respondents say that theyre using
Saa$S while 30 percent are evaluating such delivery methods.
Twenty-two percent say SaaS is not an option for their firms,
with issues like security and privacy concerns, system reli-
ability and system performance, and data integrity and a lack
of control cited as the biggest deterrents.

Of those firms that will be investing in supply chain software
in 2012, 21 percent say SaaS is indeed an option. Gonzalez
take a “glass half-full” approach to the SaaS-related survey find-
ings, noting that 8 percent (adoption rate) plus 30 percent (cur-
rently evaluating) equals 38 percent—much higher than the 22
percent of shippers who say Saa$ is not an option.

“Clearly SaaS is an area that more companies are consid-
ering as a deployment model,” says Gonzalez, who remem-
bers just six or seven years ago when SaaS was on very few
radar screens. “That’s a positive sign,” he adds.

As we get further into 2012, and as the national economy
continues down the slow path to recovery, exactly how the
supply chain software sector fares this year remains to be seen.

However, this year’s software users survey indicates a lev-
eling off of interest in most of the sector’s modules, but also
indicates a higher overall investment by those firms that are
buying new or upgrading. Regardless of the fine points within
the results, the overall market appears to be progressing on
a slow-and-steady growth path that isn't expected to let up
anytime soon.

Bridget McCrea is a Contributing Editor to
Logistics Management

How much on the Table?

Approximately how much will your company spend on
supply chain software for your operation including
license, integration, and training in the next 12 months?

50%
Less than $100000

49%
26%
27%
12%
$500,000-$999,999
11%
. - 7%
$1 million-$2.49 million
s 2009
;'% . 2010
$2.5 million-$4.99 million l23{;o . 2011
5% 2012
5%
- 3%
$5 million or more 3%
1%
$703,448
$583,800 $553,400

Average amount plan to spend

Source: Peerless Research Group (PRG)

VF Corporation sees ROl in WMS upgrade

VF CorroRraTION OF GREENSBORO, N.C., AN
apparel and footwear manufacturer with
more than 40,000 employees, has seen
significant ROl from its supply chain
software investment. VF’s key brands
include The North Face, JanSport, and
Nautica. The firm’s 2007 acquisition of
the Vans brand pushed it to explore new
ways to gain visibility across its 30 global
DCs, 22 of which are in North America.
VF needed to increase the shipping
and capacity support for the rapidly ex-
panding Vans product line, which at the
time was nearly a $1 billion business. The
company also wanted to reduce order
cycle times and improve DC response
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time for its products. Vans had been
using a Manhattan Associates WMS
since 2001 and was ripe for an upgrade.

The upgrade would also allow VF to
centralize the various WMS packages
that its acquired brands were using.
“We decided to build our WMS strategy
around a single, centralized solution,”
says Terry Brown, director of distribution
systems for VF’s services organization.

Completing the upgrade while busi-
ness was in session in the same DC was
challenging. “We didn’t have the option
of building a new DC on the side,” says
Brown. “We had to change the engines
on a plane while it was in flight.”

To tackle that, VF took a multi-year ap-
proach, introducing new processes, and
replacing old ones on a slow, methodical
basis. “That allowed us to manage any is-
sues that came up with minimal risk,” says
Brown, “and zero business disruptions.”

One business area where the new
WMS has proved its worth is with Vans’
“never outs” —a specific set of SKUs that
must always remain in stock and that
Vans ships to retail stores within 24 hours.
Brown says that the WMS has helped VF
achieve that goal of 24-hour shipment and
improve service levels from a pre-upgrade
rate of four to five days.

—Bridget McCrea, Contributing Editor
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