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Logistics Gets Integrated
For more shippers, it's no longer enough for technology's tools to operate in isolation
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The good news about supply chain technology integration for shippers, their trading partners and logistics providers is that it's never been easier to make disparate systems work together.

The bad news, system providers said, is that too few people know the good news.

"The ability to communicate with one another and talk with one another has made integration much easier," said Tom Madzy, chief information officer for SEKO, a forwarder and logistics services provider.

In an era in which technology can provide new capabilities from visibility to inventory management seemingly across the full range of the supply chain, integration of the various systems and software may be the single greatest challenge shippers and their logistics providers face. 

Through much of the rapid buildup of technology platforms, making various computers, monitoring systems, software and such work together has been a difficult task for IT specialists linking modern and legacy hardware and platform-dependent applications. The process of extracting, reconciling and analyzing data from non-integrated systems could be even more frustrating, time-consuming and expensive.

Not getting IT right can have big repercussions. Integration problems plagued Union Pacific Railroad's absorption of Southern Pacific in the late 1990s, costing shippers millions of dollars. More recently, waves of 3PL mergers and acquisitions raise integration concerns.

Today, new and better software and the common communications links on the Internet have greatly reduced the trouble of integrating supply chain systems. Now, transportation management systems can, with relative ease, feed information into a warehouse management system, which in turn aggregates data and reports it to enterprise resource planning and other applications that give more complete visibility and control of all information available for logistics decision-making.

"Integration is always a challenge," says Ben Cubitt, vice president, transportation and logistics at Rock-Tenn, a paper and packaging company. But more third-party logistics providers are offering integration services as part of their package of services, and specialty providers and software makers are available for shippers who don't use a 3PL. "There are very capable systems and very low start-up costs," he said.

The need for supply chain technology integration has grown as manufacturers, vendors and retailers sought to take their use of technology for tightly defined and isolated tasks. Instead, many want greater end-to-end visibility and control of costs and operations.

Most companies aren't set up to do this from the outset, having survived by concentrating on growth rather than analysis. They accumulate a passel of newer and older - and sometimes incompatible - legacy IT systems that work well enough and don't strain financial resources. Integration, if it happens at all, takes place at meetings and through the interdepartmental mail system.

Yet most businesses reach a stage where analysis of fast-moving supply chain information is indispensable, and the issue of multiple information systems that don't work together becomes a priority. At the same time, as more shippers outsource non-core competencies they must interact with service providers and systems which have important information to share so both client and provider can prosper. Technology supplants the human factor.

Stephanie Miles, senior vice president of commercial services at Management Dynamics, said integration of a company's internal systems is important for a well-run business, but integration with outsourced providers' IT resources is indispensable. Some level of integration, even if it's limited to advanced shipping notices, is assumed in any outsourced logistics service. But new technology offers continually expanding service possibilities for integrated supply chain partners.

Credit the Internet for much of this new capability. 

Dedicated, incompatible networks that walled off shippers from all but the most solicitous service providers a couple decades ago have been replaced by a standardized, almost universally interoperable telecommunications platform that can speedily route information anywhere in the world.

Of course, that's not enough. Integration requires that all the formats (documents, photographs, flat files) in which information arrives be reduced to standard elements that can be accessed on one platform. Electronic data interchange was an early attempt to reconcile these data formats, but Cubitt said, "EDI is a pain even though it's supposed to be the standard format. Everyone uses it differently, it's time-consuming and costly."

In its place comes XML, for eXtensible Mark-up Language. With XML, you can set your own parameters or use someone else's to merge and analyze data elements and then present them in a dashboard or Web browser.

Still gaining acceptance and only recently standardized, XML looks to many service providers like the best format for many integration tasks due to its flexibility and extensibility.

"Most of our data is XML," Miles said. "But even that data has to come from somewhere."

There lies one of the first pitfalls of integrating supply chain technology information systems. Disparate, disconnected IT systems - both in-house and outsourced - are likely maintained by disparate, disconnected personnel, each of whom introduces their personal idiosyncrasies into the data.

Miles recalled one client who insisted their integrated system be able to communicate with "Jakarta Japan." Management Dynamics had to fashion a workaround to cope with a geography illiterate. "Data errors are a big problem," she said.

A persistent problem with integration projects is that each system in a network is used or upgraded as the integration proceeds. For the IT department, experts say, it's like changing the tires on a moving truck.

Madzy recalled one client decided to use SAP's ERP system to talk with the client's warehouse management system. That threw the client out of sync with SEKO's transportation management system. "It's one of those calls you get from customers," Madzy said. "You're going to have to do this or we're going to find someone else.'" Seko wound up sending individual airbill numbers to the client to avoid a substantial modification to its new ERP system.

To logistics companies, it's clear many shippers are leaning on ERP vendors to perform as a single source of integrated information.

Madzy and Miles said SAP gets the lion's share of this business, although both vendors have their own systems to do the job, and both said SAP doesn't provide the full functionality some shippers will demand.

And although automation clearly is carrying more of the weight in integration projects, implementation and even maintenance are still manual tasks.

"I think it begins with people first and the systems are secondary," Miles said. "Integration has been around a long time, but the discipline to do it is still developing."

Few shippers have a single supply chain executive responsible for coordinating efforts across all departments to assure integration is implemented thoroughly and effectively. "I think you kind of need an evangelist," she said.

Web-based integration systems are gaining acceptance as the technologies mature and the cost advantages become obvious.

Cubitt recently advised one spin-off from a large freight payment company that wound up implementing a system for $33,000 and a $5,000 a month service fee. Whether Web-based or client-server systems are used, Miles said flexibility is a wiser approach than comprehensive integration as a starting point. "Less gives you more options," she said.
