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All too often the right hand doesn’t know what the left hand is doing.

Unfortunately, commercial enterprises live by that quaint old axiom.

Recently, my neighbor told me a story that punctuates the point. He purchased

a computer from a company that configures custom machines in the factory

(more on mass customization later). Obviously, the computer firm does an

admirable job of managing materials inventory to have enough components on

hand to fulfill orders while not overstocking and expending unnecessary

money. The right hand of inventory management and assembly was doing its

job.

The left hand of shipping, however, was behind the curve. He told me his

computer was assembled to specifications, boxed as each component – the

tower, monitor, computer stand, speakers, etc. – became available and

forwarded to shipping. The shipping department, evidently, was unaware of the

number of components required to fill the order. His computer arrived in eight

separate boxes on eight separate days. The ironic aspect of this scenario was

that he ordered the computer partly because of a “free shipping” special offer.

Shipping might have cost him nothing, but it certainly cost the company.

My neighbor’s experience is just one small example of how the supply chain

breaks down and costs national and multinational corporations hundreds of

millions of dollars each year.

Diagnosing the problem

That one small instance simply represents a greater ill afflicting the supply

chain. The bigger the company, it seems, the bigger the malady. National and

multinational corporations typically comprise many separate divisions, product

lines and suppliers. Each of those variables comes with its own database and

technology systems.

Large wireless communications manufacturers and their equally large

telecommunications carrier customers provide an excellent case study in how

the supply chain becomes compromised across multiple divisions. The

manufacturers operate business units that produce equipment spanning the

wireless network — everything from mobile phones to base stations to

switches to antennas. The carriers also have a multitude of divisions ranging

from regional diversity, network build-out, operations and maintenance as well

as retail outlets.

Conventional wisdom would dictate that a carrier could place one huge

purchase order covering all its equipment needs and receive special

dispensation in terms of volume discounts and reduced shipping charges.

Conventional wisdom would be wrong.

In today’s supply chain IT system, numerous purchase orders must be issued

by the carrier to the individual divisions of the manufacturer, resulting in

multiple order fulfillment documents, invoices and bills of lading. Add to that

the variables affecting inventory levels of the manufacturer and the potential

for mass inefficiency rules the day.

Don’t blame the CIO

With so many divisions and pieces of the puzzle operating on near-sovereign

levels, you almost feel pity for the chief information officer. His task is to merge

all these disparate, dysfunctional databases in to one cohesive order placing

or order-fulfilling unit while keeping the rest of the company up and running on

the community network.

Compounding matters, the CIO inherits this unenviable hand the day he or she

assumes the job. Divisional vice presidents have their favorite methods of

operation, technology systems (some with different versions of the same

software, for example) and, of course, customers in various parts of the world.

Widely scattered data results from this diverse scenario.

CIOs today usually spend 70 to 80 percent of their budget simply trying to run

the systems they were handed. Little to no time remains to streamline and

strengthen the supply chain.

The near perfect IT department would run as innocuously as a utility company.

The only time it would get noticed is during an outage or when the bill comes

due.

Failure plants the seeds

Technology companies, their customers and even the stock market continue to

carry the burden of the failed business-to-business experiment that led to the

Internet bust of 2000. That false start cost tens of billions of dollars in venture

capital and tens of billions of dollars in infrastructure.

B2B fell short because of a lack of industry-accepted standards to govern

infrastructure implementation. The Internet was fine for the individual to

interact with machines, but it wasn’t set up for businesses to interact with other

businesses.

Our economic structures, too, suffered because of this failure. Companies now

are looking for more cost-effective ways to conduct business and reduce

expenditures at every turn. Those technological and economic disruptions,

however, paved the way for today’s innovations.

Seeds taking root

On the technological side of the disruption coin, technology companies now

realize the need for industry standards to be in place to make business-to business

transactions a successful reality. Microsoft Corp. and IBM Corp., with

the sanction of the Institute of Electrical and Electronics Engineers (IEEE), are

leading the charge to Web Services standards that will unify the way data

exchange occurs through the Internet.

On the economic side, companies like i2 Technologies Inc. are finding less expensive

methods of producing goods and services that are higher quality,

easier to implement and lower cost to customers. i2’s shift of major portions of

the employee base to India, just as large domestic manufacturers moved

production plants off-shore 35 years ago, has led to great strides in our

enterprise software products.

The move also precipitated a different type of technological innovation by the

company. i2 now uses the principles of mass customization to pre-configure

enterprise software packages to customer specifications in the factory,

essentially minimizing the need for high-priced consults to set up vital systems

on site.

The concept of mass customization came about during the late 1980s when

companies like pager manufacturers offered customers a choice of colors and

functions from a predetermined list of options. Dell Inc. took the practice to the

next level with computers. The company, of course, builds customized

desktops and laptops to customer specs before shipping the finished product.

During the late 1990s, Dell upped the ante to include preconfigured servers

built to customer guidelines.

Other companies have adapted the concept and applied it to enterprise

software to handle the supply chain. The result is lower-priced packages

because of lower-cost offshore manufacturing. The end product is higher

quality because the software is written to customer specifications. The

implementation cycle gets reduced because the enterprise software is

preconfigured to represent the customer’s flow of suppliers, inventory,

manufacturing and order entry processes.

Bringing order to order entry

Every company has some system for taking orders. It might be receiving a fax,

e-mail, phone call or purchase order sent by post. Regardless of the method,

the data flows in to the business. Now the business must disseminate that

information among its internal operations — accounting, manufacturing,

inventory control, quality control, fulfillment and shipping.

Inventory alone can comprise multiple subsets of data. Inventory could be

ready and on the shelf, stored in a back room, at the distribution center, on a

truck, rolling off the assembly line, in its raw material form with the supplier or

on backorder. Each of those subsets typically resides in different IT systems

among the responsible divisions. The problem is sharing the status of each

component and deciphering how each status level relates to the others.

Automatic reorders when particular items reach a predetermined point can

handle part of the situation, but cannot take into regard the context of the

issue. For example, is it a crisis or another day at the office when a

predetermined reorder amount is 100, a company has 99 on hand and the

usual replacement order quality is in the fulfillment queue? It becomes a crisis

when a rush order for 120 of the items hits the fulfillment system later in the

day although the initial order was received a week earlier. This type of problem

occurs when a company’s databases are not connected.

An enterprise software system needs to be configured in such a way that it

bridges the gap between enterprise application integration ( EAI) and data

extraction, transformation and loading, or ETL. Problem resolution should be

accomplished 90 percent of the time by system-to-system interaction and 10

percent of the time by system-to-human interaction.

Making it simple

To simplify the entire EAI and ETL merge, the enterprise software must remain

simple to amend for employees and application developers. The enterprise

software industry today is at about the same developmental stage as

computers in the mid-’80s, when MS-DOS became the operating norm.

However there are solutions that place simplification tools in the hands of

developers and network administrators.

These tools allow both groups to get creative to the point of dragging and

dropping modules where desired, resulting in simple screen representations of

divisions, departments, ledgers, orders and inventory.

These systems also allows developers through the Web Services standards

endorsed by IEEE to access a meta-data registry to enter add-on product

specs and changes to ensure their products integrate seamlessly and to

future-proof the enterprise system against unforeseen changes. A similar

registry allows partners of a manufacturing enterprise, for example, to upload

changes to supplied subset components.

The goal is to make enterprise software and its components as simple to use

as electrical appliances. They might have different features and functions, but

they still plug into the outlets.

The changing face of change

We live in a different economic world from the one inhabited by companies

only 20 years ago. National and multinational companies have an abundance

of choice among manufacturing partners, transport partners, inventory and

supply partners and financial partners from around the globe. One change in

enterprise software or in how one partner relates to another could cause chaos

across the enterprise unless its software rapidly and accurately reflects that

change in the company’s computer representation.

IT systems must adapt to business decisions at a moments notice. Otherwise

we will find ourselves in another period of economic disruption.
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