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The Internet may have spun its web
worldwide, but the mesh isn’t very tight.
Information gaps abound, and as a result,
trading partners are still unable to ex-
change meaningful data.

Software vendors have developed all
kinds of applications that provide visibil-
ity of items throughout the supply chain,
yet information still isn’t flowing
smoothly. Without that information, it’s
impossible to realize the promise of e-
commerce. Manufacturers, distributors,
and retailers can’t collaborate online to
synchronize production with demand.
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Where did the promise of e-commerce go awry? Some
experts say that vendors have downplayed the technical

Though software solutions
abound, technical and
nolitical obstacles have

prevented frading partners

from achieving smooth data
exchange.

By James Aaron Cooke, Senior Editor

Information Gap

difficulties of linking disparate computer
systems. Others note that political barri-
ers still divide companies in the channel
despite the advantages of collaboration.
But don’t despair, say those in the know.
Business change, like evolution, takes
years to occur,

The Information Gap

Effective supply chains depend on the
exchange of critical information. Manu-
facturers need dependable sales forecasts
and accurate counts of finished-goods in-

ventory. Retailers need data on what’s in the manufac-
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turer’s warehouses and what’s arriving in the next ship-
ment. Coordination between those parties should result
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e-Commerce, continued

in improved in-stock availability,
order-cycle time reductions, and en-
hanced customer satisfaction.
There’s no question that software
vendors have sold scads of enter-
prise resource planning (ERP) sys-
tems, warchouse management sys-
tems (WMS), and transportation
management systems (TMS) to
manage business functions and lo-
gistics activities. Yet a recent survey
of corporate information technol-
ogy professionals showed that cur-
rent software fell short of meeting
their needs. Professors Stephen M.
Rutner of Georgia Southern Univer-

view. In fact, they found that the
biggest information gaps existed for
logistics system planning, sales fore-
casting, and customer service—
areas that are critical to developing
effective supply chains. (See figure
below.) “The failure to address
these gaps will prevent supply chain
initiatives from achieving their full
impact,” they wrote.

Whereas companies have done a
good job of data integration within
their own four walls, says Rutner,
“chokepoints” occur at the connec-
tions with trading partners. To a
certain extent, the lack of interfaces
between disparate computer sys-
tems and software applications

University along with Kate L. Vi-
tasek of Modus Media International
and consultant Craig M. Gustin of
Operations Associates conducted
the research, polling 265 supply
chain information systems profes-
sionals. These respondents were ei-
ther members of the Council of Lo-
gistics Management or attendees at
the 1999 Distribution/Computer
Expo, an industry trade show.

“In every logistics activity, the
need for information was greater
than the ability of the information
systems to meet that need,” the re-
searchers wrote in an article pub-
lished in the March/April 2001 issue
of Supply Chain Management Re-
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Technical Difficulties

In an effort to turn this situation
around, vendors have recently intro-
duced software packages that
promise visibility of orders and ship-
ments and assistance in managing
key events. But those applications
still require considerable integration
with existing ERP or WMS systems.
“Visibility, being a layer technology,
sits above other systems so there’s an
integration issue,” explains Dwight
Klappich, a program director with
the Meta Group, a market research
firm based in Stamford, Conn. “A
lot of vendors undersell the integra-
tion, but it’s a sngmﬁcant component

of the implementation.”
Furthermore, dis-
playing information to

systems are not homogenous,” he
says. “There are still individual sys-
tems—internal, legacy systems—
that keep people from communicat-
ing with one another.”

But another of the researchers,
Brian Gibson, says that rising expec-
tations may accouat for some of the
dissatisfaction. “People need more
information because they are ex-
pected to connect with their supply
chain partners, and their expecta-
tions are high because of what they
read,” he observes. “I also think
there’s a lot of market hype out there.
There’s no one company that does an
exceptionally good job with across-
the-board supply chain systems.”
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changes in real time. Thus, companies
really have to connect their computer
systems, in Knickle’s opinion. “Ma-
chine-to-machine integration is ex-
pensive and takes time to imple-
ment,” she says, “but you can get
more process benefits.”

Companies would also have an
casier time integrating their systems
if computers could interpret mes-
sages sent over the Internet in the
same manner. But the absence of
data standards for e-commerce mes-
sages has hobbled systems integra-
tion. Nonetheless, efforts are under
way to solve this problem. Stan-
dards bodies such as RosettaNet
and the Open Applications Group
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(OAG) are hard at work defining
protocols for commercial messages
using extensible markup language
(XML). “The construction of stan-
dards will be critical to driving in-
formation,” observes consultant
Kevin O’Laughlin, a senior vice
president at Cap Gemini Ernst &
Young Consulting, which is head-
quartered in Paris, France.

Knickle believes that the emer-
gence of hosted integration services
may go a long way toward easing
the integration hurdle. Similar to
value-added networks, these Web-
integration providers will act as in-
termediaries on the Internet, con-
verting messages from one company
into a format that another com-
pany’s computer can read. “With
hosted integration,” says Knickle,
“you could reach many partners.”

Political Obstacles

But today’s information gap can-
not be attributed entirely to techno-
logical problems. Conflicting corpo-
rate objectives often lead to
confusion as well. Take forecast
data, for instance. Consultant Mark
Chandler, a principal with the firm
Kurt Salmon and Associates in At-
lanta, notes that retailers and manu-
facturers typically define critical
terms and measure things differently.

When it comes to collaboration
on planning, the retailer wants a
sales forecast for items at the indi-
vidual store level, but a manufac-
turer is more interested in an aggre-
gate number to drive the production
run at a plant. Chandler notes that
in his experience, manufacturers en-
gaged in forecast collaboration with
a retailer have had to do extra work
to obtain useful numbers. In many
cases, the manufacturer would first
take the retailer’s sales forecast for
its stores and then work back to fig-
ure out which distribution centers

manufacturer had to determine the
timeline for production and delivery
to get the required product into the
distribution center. “The early steps
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served those stores. After that, the |

in collaboration have nothing to do
with technology,” Chandler notes.
“It’s defining the data. Both parties
have to commit to doing this, as-
signing individuals to review the
data on a daily basis.”

Aside from the problems arising
from a lack of common definitions,
companies may also be reluctant to
share vital information with their

“End-to-end visibility
[of goods in the supply chain]
is the Holy Grail, but that's not
going to be achieved for
quite some time..
GARY CROSS, 18M CONSULTING GROUP

trading partners. “Political issues
continue to plague companies,” says
Klappich. “Everybody talks about
collaboration and the extended sup-
ply chain. But I would say that very
few suppliers are willing to expose
their data. They won’t show [data on]
all of their 500 items to the supplier.
They still want to be able to leverage
supply and demand to their benefit.”

Janet Suleski, a senior analyst with
AMR, agrees with Klappich that peo-
ple represent the main hindrance to
information sharing across the supply
chain. “The problem is more about
people than technology,” she says.
“Companies haven’t caught on yet
that it’s not individual company vs.
individual company anymore. It’s
supply chain vs. supply chain.”

Still, Suleski concedes that change
is difficult for companies because it’s
often not in their financial best inter-
est. “It’s tough for a company to
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make a change that might cost it
money but save a trading partner a
great deal of money. A company still
looks to maximize its short-term
profit rather than the health of a long-
term supply chain partnership.”

As the old saying goes. every jour-
ney begins with a single step. To start
the process of removing those obsta-
cles, Klappich suggests that potential
trading pariners first determine each
other’s willingness to share data. “If
you want to reach outside their en-
terprise, you'd better go talk to the
trading partners and ask if they are
willing to give you data and, if so,
when and how.”

Trading partners themsclves may
have to reach agreement on techno-
logical standards that will permit that
information to flow throughout the
supply chain. “The companies will
have to agree which system to de-
ploy,” says Professor Rutner. “The ve-
sponse often is ‘I'm using this system
and it works for me. Let someone else
change his system.™”

Evolution, Not Revolution

Given the considerable technical
and political obstacles that create in-
formation gaps in the supply chain in-
formation network, it’s clear that com-
panies must first focus on the
transmission of vital information and
the system connections necded to per-
mit the flow of data. “End-to-end vis-
ibility is the Holy Grail, but that’s not
going to be achieved for quite some
time,” says Gary J. Cross, a partner in
the IBM Consulting Group, who’s
based in Cleveland. “But rcasonable
visibility on the items that are impor-
tant and at the leverage points is where
most people are focused today.”

Patience, then, is the watchword.
As political issues are resolved and
standards emerge, companies will fill
in the information gaps. At that point,
analysts expect that e-commerce and
collaboration among trading pari-
ners will truly begin to happen. But
don’t expect results overnighe,
warns AMR’s Suleski. “It’s going to
take some time to build up the level
of trust for worthwhile collabora-
tion to take place.”
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