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In the past decade, Software as a
Service {SaaS) has evalved from a
technical fad to a value generator
for many supply chains, especially
thase invalved with Transportation
Management Systems (TMS). Naw,
Saa5 is beginning to branch out
into other supply chain activities
like demand planning and supply
management. Here's how to
determine if SaaS is right for you.
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oftware a5 a Service (Saa%) was a new technologi-
cal idea 10 vears ago. And like all technological
innovaticns, it probably had an equal chance of
becoming widely popular, a tool for gencrating
value, or written oft as a neat idea destined o be
remembered as nothing more than a fad,

Mow, a decade later, SaaS is clearly no passing
fad {Exhibit 1 shows Saa% growth rate for 2007-2008 compared
0 mare traditional “in-house” software and technology). With
the growing need for intricate networks of data, and equally
intricate methods of storing, sccessing and delivering that data,
many companies are discovering that building such a network
net te mention writing software to run it—is a daunting task
This is 1o say nothing of what it takes to maintain and aperate
such a network once it is up and running.

Maturally, that takes time and resources away trom what
the supply chain manager should be doing—managing thie sup-
ply chain. Saa$ is designed o fix that. The concept is simple: a
third-party provider offers, for a subseription fee, 10 set up serv-
ers 1o host the company's data, and the technical infrastructure
needed o manage it.

For some supply chain managers concerned with rransporta-
tion management, this has been a godsend. {See accompanying
sidebar for how Welch's has put S52aS o use in transporlation
management_ | But sccording 1o analysts, academics and Saas
users who spoke with Supply Chain Management Review, Saa5
is branching out into demand planning, forecasting, supply
management, and may expand even further inte commen supply
chain management practices.

[ra thiz anticle, we discuss what SaaS can do, where it's going,
and whether it's right for the supply chain mamagement model.
We also include things to watch out for when setting up a Sasb
system, and we offer two brief case studies from GE and Welch's
describing what SaaS has done for them.
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A Saa%S History
The carly versions of S2a85 date back (o the lale 19905
These atferings were driven by venture capital firms, who
hu‘j.';:l.'r putting their :':-.Jc|-.ir'|_u hehingd COrTpanics that were
willing 1o use this mascent technology, according o Bruce
Richardson, chief research officer at AMR Besearch.

But it wag not an easy beginning, Chiis Caplice, execu-
tive director at the Massachusetts Institute of Technology's
Center for Tronsportation and
Lowistics, saicl the fist SagS | - .y
offerings focused on anspor-
Lalion management, and had
no other applications available.

And tor those using SaaS
for [raNSpOrialnn management, |
Caplice  said  upgrades  were
often a problem. The systems
were advanced |*|||||.|:_l]| i s
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bur if, for cxample, the system
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served 20 customers, all 20
of those customers had to
IH' r:-'I'II'II'I:' at EI'I!' ST 1||'||I_
in order for the upgrades to
worke Tt was a linde clunka:”
he said, Since then, Saas
has evolved 1w the poine
wherne todey's providers are
mare likely to keep the most
critical upgradeable svstems
separated enough from thei
customers that upgrades will
po more smoothly Caplice
said.

Transportation  man
dgement is still king in the
Saa5 world, according to
Dwight Klappich, vice presi-
demt of research al Gartner,
In particular, ransportation
SYSLEIMS, Companics
need to stay connected to a vast
nevwork of carriers, still benefic

more from SaaS than any other sup-
plv chain-related Funcrion.

Bur other supply-chain related Func.
tHons such as demand planning, [orecasting,
itvventory and combinations of these functhons such as
cellaborative planning, forecasting and replenishment
(CPFR] are |‘h‘1.'|'ll'|'|il'|E: mote and more mainstream Tor
people looking to use 5008, said Ben Pivar, vice president
of CapGemini's Morth American Supply Chain Practice.

Another parallel trend worth mentioning is the
increased willingness to give up proprietary software svs-
tems in favor of packsges from softwane vendors sue h.;_-h.
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SCM Total Revenue and Share by Revenue Type, 2007-2008

Revemss R Erienue  Rewenue Growth
2007 i 1] Share, Share, Rakw
AN U Eoh | 3NOR TN
2,144 2173 3% 3% 1%
323 401 5% &% 2%
164 1,704 6% G 3%
2,311 2,312 3% I %

2% i 5% 0.5% &%
b A55 B,A31 100%, LM q%

WYY SCELE.C N



Oracle and SAF. While not necessarily a move toward
Saa5, Pivar taid migrating 1o software packages might
sErvE as A gatewsy to Saal, .IJI.IiII:EinE L it r.'u|1||_1-.'||1:|r'.~'. [ruisl
in third-party involvement to someday motivate them 1o
Laking the plunge.

Saas iz alwo becoming mare |!|upLL|'.1|' in Rlul.m] trade
management, There, Klappich said, the emphasis is on
content and regulation compliance, as opposed o net-
workk management. “Theres a shift from Saa$ being an
il N Lo l:-l.-iny_ o] |Jrr-rerrl we " he sagd.

SaaS and Inventory Management
Omne function that has not yet become a popular SaaS
n:r|1lin-|1 i warehouse management  systems WS,
savs Klappich. Since Saa8 is, by definition, designed o
involve networks of disparate sources of daa, warehous-
o5, which often are contained within one |:||.1:|d:il:|.3, don'l
need SaaS, “Theres really no advantage,” the analyst
sid, "Tt's a verv on-premise function, by and large.”
Theres another problem with WMS-related SaaS
|m1|:|||-:'|:~' :':nnlallling [Pemaer. r'l.'1ﬂ||.1igir|g i Ihrﬁt' 11'Hr:':!:||'|llﬁf“
full of inventory can involve tracking millions of SKUs
with millions of variables. “That just chews up compute
power, H|i|J:|]:lin_'|'| sakd, ||'L:|11i.|'1y Saas :l.L'I.II'.!I.I_'!.' 1 less-gthi-

cient alternative to raditional WMS,

The cne scenzrio that coukd make sense here s using
Saak to track inventory that was spread out over multiple
locations. For example, Klappich said. airplane manufac-
turers often keep spare parts scattered al various airports
worldwide, Me also recalled a client that was selling
medical testing equipment, which required the distribu-
tion and tracking of small packets used by doctors.

“They needed some of the same capabilities of a
small WMS,” Klappich said of this particular situation.
Granted, some of the "warchouses™ in the network were
nothing more than a few shelves in a supply closet in
a clinic somewhere, but no matter what the netwosl: ol
locations looked like, SaaS kept track of the inventory
like: it was all in the same building,

A more common example of 5u48 being used o
maintain inventory s in consumer service  systems,
which includes everyone from the local plumber with
spare washers on his truck te high-tech computer parts
in the vans run by Best Buy's Geek Sguad maobile com-
puter service. “That is mobile inventory,” Klappich said,
and as such could benefit from a SasS-based nventory
tracking system.

Cheaper and Easier

One of the bigpest draws of lae o

Welch’s Gets Out of TMS Jam

¢lch’s is now putting Saa% to use to improve its transportation manzage-

ment. Bill Coyne, director of purchasing and logistics for Welch's, said
one of the jam and fruil juice company's most notable forays into SaaS was the
adoption of a new, outsourced transportation management system which first
went saline (n early 2008, That system, Coyne said, allowed all data connected
to Welch’s transportation and logistics, Including shipments, freight bill pay, and
other statistics to be collected together in a third-party company's “data ware-
houses.™

For Coyne, it wasn't the outsourced model that attracted him, but the idea
that all relevant data was available Lo him. The SaaS provider, Caoyne said, is
ahle to deliver the data in any form Walch's needs. “They allow us to slice it and
dice it any way we wish,” he sajd.

For example, Coyne said analysis of delivery patiems 1o regular customers
has exposed inefficiencies such as a partially-full truckload going out. Since a
fully-loaded truck costs Welch's the same as a partial bead, Coyne said the analy-
sis of the data has led to Welch’s suggesting alternative delivery schedules and
wvolumes Lo customers.

Cayne declined to say exactly how much Welch™ has saved in logistics costs
za far iSing the system, but he said it was a "significant” savings. Consldering
Welch's spends over 350 million a year on transportation, the savimgs have more
than justified sending the data to an outside sosrce for manacge ment.

“We don't really care if we're drawing frem an internal source or an external
i saurce,” e said, suminoning up the project’s success.
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Saal, q-speri;a"}l Hi'l.'l.-'ll the curreni
state of the world's economy, is price.
“There's ne doubt that Saab is less
expensive  than  on-site  software,”
AMBS Richardson said,
CapGemini's Pivar called the idea
of implementing Saa$ “very compel-
|i|::|.r:_" for small to medium siwed busi-
ness, which he defines as up to %1 hil-
lHom companies. In addition to price,
he cited another big selling point
for the concept: Ease of installation.
Companics paying for Saa% technol-
ogy denT have to worry about deliv-
ery of hardware or sofiware, Pivar
explained. They alse don't have to
hire anyone to install it all. This cus
down dramatically on the cost and
time involved in implementation.
AMPEB's Richardson noted that
upgrades are easy, too. With on-site
software packages, he said, it's often
unclear when an upgrade will be
available or necessany, and even then,
costs for wpgrades can vary widely
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5aaS, on the other hand, often lumps upgrade fees into
the overall subscription fee. While the customer rarcly
knows just where all the subscription money then goes,
updates are largely automatic, and don't cost the cus-
torner anything additional at all,

But Is It Safe?

Despite the increase in popularity of Saa%, some com-
panies still hesitate, in large part due to concerns over
security. “Some of the larger companies are stll a linde
skeptical about losing data.” CapGemini's Pivar said. “[t's
a trust issue.”

In addition, CIOs often hove trouble integrating
Saa% applications into their IT model. In some cases,
it's a technical issue—it can be difficult to incorporate
Suu5 inte a system dependent upon client/server selups,
Sometimes, however, it can be the CHO's fear of losing
control, Pivar said,

They are somewhat justified, according to
Richardson. Handing over control to a third party means
vouTe at their mercy when things go wrong. Even the
largest companies promoting SaaS-type products like
Amazon, Google, and salesforce com have experienced
outages. Richardson cautioned that any company looking
into Seab needs to do research on a potential provider's
redundancy and robusiness,

Loss of control is not the only eoncern, Richardson
added. Many companies, he said, have been gun-shy
about using Saas applications because of fear that the
third-party provider will somehow get hacked, leading to
very costly and very public cases of customer credit card
numbers or other information being stolen.

In truth, though, Richardson said the SaaS industry as
a whole has been aware of this concern, and responding
well encugh to the demand that cutsourcing data to anoth-
er company’s center might be safer in the Jong mun than
keeping everything in-house, “There's an excellent chance
they've ot Far better security than you do.” he said.

MITs Caplice also said he doubted SaaS was any
more risky than any other venture for 5 company. "My
sense is, it's a risk,” he said, "but it’s minimal.” Caplice
added that the term “in house” is becoming a thing of
the past. Fven companies that don't use SaaS often keep
their data centers at another location anyway,

In evaluating whether 1o adopt SaaS for supplicr manage-
ment, GE ook the threats of data loss or secunity breaches
seriously, said Tom Hattier, GE's manager of shared sourcing
interests. But the company wltimately determined those con-
cermns were a cost of doing business, “Its just another level of
risk to worry ahout,” he said. {For more on GE's expericnce
with Saa8, see accompanying sidehar )
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As part of the “loss of contral” issue, Caplice noted
many companics that use SaaS have 10 get used 1o less
customizability, Often, a user gets what the provider
wants to provide, whether it's a pecfect fit for the cus-
tomer's needs or not, This will give larger companies an
advantage, Caplice said, since "as you get bigger, yvou get
more accustomed to standardieation.” Smaller business
on the other hand, which are used to building their oun
custom applications will have to learn to adjust.

For any software provider, including Saa$, developing
standard approaches that address how 1o interact with
carriers, data fields, determine who can see what, and

GE I:i__ghts up Global
Suppliers

I n November of 2007, GE was evaluating how it managed
its global supplier list, which the company maintained
back then on an in-house server. GE naturally needed to
communicate with its suppliers from time to time, and sup-
pliers needed Lo convey information such as banking data
and updated contact names, addresses, and phone Humbers
back to GE,

At the time, all that was |iterally being handled by
several roomfuls of people an telephones at GE relaving
information back and forth. With half a million suppliers
| 1o keep in touch with, GE decided it needed a hetter way,
according to Tom Hattier, manager of shared sourcing ser-
vices for the company.

Al first, GE was content with trying to develop a system
to automate the process on its own, until they discovered a
S5aas provider, Arava, which worked largely in the area of
supplier management. *It was the closest thing we'd seen
to what we wanted to do on our own,” Hattier said.

In addition ta hosting the supplier information, Aravo
will act as the go-between GE needed to streamline the |
exchanges of information between the company and its
supplier.

Aravo's system was installed and live in six months, only |
a third of the amount of time it would have taken GE to
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| build its own. “That was certainly a factor” Hattler said of |
- GE's decision to go with the outsourced option. '

But a philosephical issue also drove the company Lo
hire Arave to manage GE's supplier [ist. While GE was
certainly capable of building its own system, Hatlier said,
why should they, since GE is in the business of making,
amang other things, jet engines, light bulbs, appliances and
health care equipment? "There's still the issue of are we in
the vendor management software business, and we're not,”
Hattier said.
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ather concemns is a daunting task. “No software is fex-
ible enough to handle every situation,” Caplice said.

Taking the Plunge

CapGeminl’s Prvar said supply chain managers mull-
ing over a switch 1o SaaS should stan with a clear
understanding of the technology, and what it means.
Specifically, potential SaaS customers need to know
that subscribing to a third-party SaaS program usually
involves sending potentially sensitive company data out-
side the firewall and internal networks.

Saa$ customers also need to know what security mea-
sures are in place, where vour data is, who is puarding it,
and how you can get at it “To some extent, they need to be
comfartable a little bit with giving up control,” Pivar said.

Pivar added it pays to do the research. Once the
subscription is bought and the dat offloaded, the SaaS
customer could be stuck with the chosen vendor—far
good or bad. Like any customer buying any product or
service, there's a chance the SaaS providers service will
not live up to its advertising, or that the provider doesn’t
evolve fast enough to keep up with the technology down

“There’s no doubt that SaaS is less
expensive than on-site software”
—Bruce Richardson, AMR Research

the road, If that happens, and the cusiomer wants out,
it might not be easy. “The switching costs of going to
another provider could be high,” Pivar said.

Pivar said customers will also have to get used 1o a
new way of paying for the technology, The pay scales and
terms of Saa8 are often handled on a subscription basis,
which is vastly different from the one-time license fee
purchase of softweare package. “They need to be comfort-
able with that model.”

Gartner's Klappich also warned about checking the
terms of the contract. Prices and other terms of a SaaS
contract are very different from packaged, in-house soft-
ware contracts. He cautioned potential buvers not to
sign a contract that's too long-term—iwo to three years
is normal. “Remember, if you make a bad decision, you're
stuck paying for it," he said.

Klappich echoed Hattier's advice on not taking the
vendars word for anything, Model out the ultimate cost of
ownership, including maintenance costs. And since service
terms will be dependant en third-party software or hard-
ware, it pays 10 make sure there won't be any additional
costs from thase third-party companies, Klappich advised,
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Saab may be ruled by transportation management
applications today, but AMR's Richardson believes that's
due 10 change. Already, he said, the trend is leaning
toward including more sourcing and procurement ser-
vices—and that will likely continue.

Both CapCemini’s Pivar and Richardson said Saa$ will
become more a part of “cloud” computing in the future.
While the concept of the “cloud” continues to evolve,
making a firm definition impossible, it is led by companies
like GGoogles online applications such as Google Docs.
The concept is virtually identical 1o Saas: Use a viriual,
offsite dats center to st and run various business appli-
cations. In essence, Richardson said SaaS and “cloud”
computing are the same thing.

Stepping Into SaaS

Its clear that SaaS is not for everyone. For now, anyway,
companies that keep inventory in one or very few bocations
will likely have little need for a SaaS-based warehouse
management system, nor will any supply chain manager
with little or no iransportation management responsibility.

Until recent years, for almost any application out-
side of hardcore TMS, SaaS could seem
like overkill. In addition, the increased
rick of loss of control, and keeping sensi-
tive corporate data on a server somewhers
outside the company firewall, and away
from the companys protection, would
SEEMm [0 dif.-:uurage interest in the tech-
nology. But that could change scon. S2aS applications
that handle demand planning, forecasting, and collab-
orative planning, forecosting and replenishment are
becoming more popular, especially with the current
economy driving a need for a cheaper, more efficient
way of managing data.

So what if you want to get in on the action? There
are plenty of choices. [n evaluating these choices, tops
on your list of concerns would have to be security. Its
crucial for your provider to be able to demonstrate that
vour data will be safe, both from thieves and aceidental
outages. In other words, get ready to add SaaS to your
risk management plan. Also, even if you planned from
the start to hand your data and software management
over to someone else, be sure you're really ready to give
up control ever it.

Of course, all of this means you'll have more free-
dom to worry about more important things, like run-
ning your supply chain. You're alse sure to have a leg
up over any other company that isn't SaaS-enahbled,
and if the future really is in the clouds, that will make
all the difference. cme
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