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Should You Hand Over Key Software Apps to an Outside Provider? More and More Companies Are Doing Just That

A growing number of companies are embracing the notion of remote-hosted software applications related to global trade management, according to Jim Preuninger, chief executive officer of Management Dynamics Inc. The idea isn't especially new, he points out, having been pioneered in other areas of the supply chain. Salesforce.com, for example, was instrumental in making hosted software attractive for customer relationship management (CRM) applications. 
Now, companies are looking to the emerging area of Software as a Service (SaaS) for a variety of other functions. “They don't want to buy a big license to a piece of software, then implement it in a lengthy process behind their firewall,” Preuninger says. “The model is expensive and involves a lot of risk.” With SaaS, users pay as they go, drawing only on the functionality that they require at a given moment. And upgrades are easier to absorb as well. Most businesses today are running several applications under the SaaS arrangement, he adds. What's notable, however, is the number of large multinationals that are being drawn to the model. “For a long time,” Preuninger says, “people weren't sure that global enterprises would want to go that way. It turns out they do.” Reasons include the lower cost of implementation, faster adoption of new software and a higher quality of operations, he says. 
Companies might decide to keep certain applications in-house because they seek tighter integration of those tools with their enterprise resource planning backbones. But no application is by its nature unsuitable for SaaS delivery, Preuninger believes. On the contrary, he says, certain types are far more effective in the hosted mode. They include supply-chain visibility tools, which are part of larger networks connecting multiple trading partners. “To do that on your own, even for very large companies, can be a fairly expensive proposition,” says Preuninger. “It makes sense to use an on-demand model.” One reason companies are taking a closer look at SaaS, he adds, is their need to rein in costs as supply chains become increasingly global. The explosion in outsourced manufacturing has lengthened supply lines, Preuninger says. Companies are faced with the choice of boosting inventories to offset the risks, or become more efficient in their operations.
