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Hungry for Complements; 
Logistics providers are reaching out to create services, but are alliances what shippers want?

Two heads may be better than one, but will two or more logistics and technology providers teaming up to tackle one shipper's supply chain problems do a better job than a single company?

More technology and transportation logistics service providers these days are trying to find out through a growing range of strategic alliance and partnerships between complementary businesses in hopes of offering deeper services and products larger companies either can't or won't provide.

For shippers, such tie-ups across corporate borders may offer new opportunities, but experts say they also demand close attention.

"The challenge you have is that the words 'strategic alliance' are applied to things where they truly are strategic, but the motivation of the alliance is ... so different," said Dwight Klappich, vice president in the applications group at Gartner. "The bottom line is that there are many types of alliances."

Hardly a week goes by without the announcement of one of these agreements between companies seeking a leg up on competitors.

In just two days in mid-February: Logistics operator BDP International announced a fee-based alliance for smaller third party logistics providers hoping to trade on BDP's brand name; JDA Software Group partnered with Management Dynamics to formalize a suite of transportation management systems wed to global trade compliance software; and Blue Sky Logistics named Tompkins Associates the certified implementer of Blue Sky's Insight supply chain visibility services and applications.

Service providers hail these partnerships as means to extend the reach of members' business opportunities in competitive environments dominated by bigger players.

"We've had global alliances in place for a number of years," said Arnie Bornstein, executive director of marketing and corporate communications at BDP. "What we've decided to do is take the product to a different level, which involved identifying and doing proper due diligence with companies whose ... business goals are similar to BDP's."

Dawn Salvucci, vice president for transportation and logistics solutions at JDA Software, said her company has engaged in about a dozen other alliances with transportation logistics providers. But none have matched the level of committing software development capacity with Management Dynamics to standardizing their joint product offerings for shippers. "We absolutely believe (Management Dynamics) is the best partner" for the joint effort, she said.

Matt Wilkerson, principal at Tompkins Associates, said his company's alliance with Blue Sky "will provide our consultants with a toolset for streamlined execution of the technology-related recommendations we frequently provide to shippers for shoring up gaps in overall supply chain synthesis."

Klappich said logistics and technology providers are driven to seek out alliances in part because they realize "they can't go to college and major in everything. ... So Management Dynamics doesn't have the transportation piece that JDA does, and JDA doesn't have the global trade compliance piece that Management Dynamics does. So it's a win-win for both."

Competition from large, encroaching companies makes the case for an alliance.

SAP and Oracle are looming in the supply chain management and execution arena once left to niche companies such as JDA and Management Dynamics, while DHL-Exel and UPS Supply Chain Solutions must always be lurking somewhere in the back of the minds of executives at companies such as BDP International and Blue Sky.

Bornstein said allied companies sometimes can offer more customized global services than those of larger operators. "Companies that grow strictly through acquisitions don't necessarily improve by the number of shingles they can hang on doors," he said.

In the past, Klappich said, "Alliances in technology were a dime a dozen. ... Most of them were not worth the paper they were written on." Two vendors would come together to christen a partnership but neither invested in hardware compatibility or software development to make it work.

Now, Klappich said, vendors are wising up that "the buyers are looking for solutions." Shippers and other clients may benefit from an alliance between two providers with complementary strengths who can supply a custom service that would otherwise not be available. But for the most part, Klappich said, "(shippers) don't care where the parts come from."

Instead, he said, shippers want to see evidence of commitment and mutual investment of money, labor and resources to produce a unique product or service for the partners and a bottom line benefit to the shipper.

"Buyers and CIOs I deal with get it," he said. "They're going to vet these alliances much more than they did in the past. Vendors are going to have to prove these (alliances) are more than just paper."

