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From 1996 to 2000, the supply chain planning (SCP)
market was red hot, as exemplified by the stock price
of the largest best-of-breed vendor. In 2000, shares of
i2 Technologies peaked at $223.50. For a while, the
market cap topped $48B as the company climbed from
obscurityto$1.1Binrevenueinjustafew years.

Those were heady times. i2 seemed set to build the
next-generation software engines that would replace
ERP transactional systems. The i2 suite extended from
manufacturing, to demand planning, to distributed
order management, to transportation, to
procurement/supplier relationship management.

Customers could buy it and run it “on premise,” or they
could use TradeMatrix (or one of its variations) to do
“Supply Chain-as-a-Service.” While we could debate
whether i2 could really have built a replacement for
ERP, there is no denying that the company provided a
strong vision of what the future mighthold.

Lora Cecere, our supply chain guru, and I spentan hour
this week discussing the shape of the SCP market.
Clearly, it is at a crossroads. As manufacturers and
retailers begin theirjourney to becoming more demand
driven, they find fewer software vendorsto help them.
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Where will future innovation come from?

As Lora was leaving my office, she asked, “Where do
you think future innovation will come from?” Face it,
there may never be another billion-dollar best-of-
breed vendor in this market. For better or worse, the
ERP vendors will dominate the supply chain software
market, but | don't expect them to provide the
innovation. Instead, they will build the web service-
enabled platforms and allow their software partners to
build composite apps and complementary engines.
This leaves a large degree of uncertainty for the
advanced planning and scheduling (APS) vendors,
making it even more important for i2 to showcase
innovation in its next-generation SCP product at
Planetin May.

Butwhere willtheinnovation come from?

Lora and | debated this for a while. We started by
talking about the services firms that may actually be
closer to future customer requirements than most
software vendors. While we see opportunities for the
major services firms that already have strong practices
(like Accenture and IBM Business Consulting Services)
as well as the up-and-coming Indian firms (TCS was
firsttomind), | see them as accelerants or enablers, not
sources of software innovation. (Though if TCS were to
buyi2,thatwould be adifferent discussion.)

Lora then made a case for business intelligence (Bl)
vendors, namely Actuate, Business Objects, Cognos,
Hyperion, SAS, and Teradata. Clearly they have strong
Bl and analytics, but will one of them emerge as the
next SCPthoughtleader?

Several bankers have discussed the possibility of a
rollup of smaller software firms. We both agreed that,
given his tenure at i2 and experience making SCM
acquisitions, Symphony's Romesh Wadhwani
obviously understands the space. Does he add
Manugistics to his portfolio and toss in one or more of
the inventory optimization vendors (such as
LogicTools, Optiant, SmartOps, or ToolsGroup) and a
demand planning play like a Demantra, and maybe a
service parts play (MCA Solutions and Servigistics) for
good measure?

What'stherole ofacademia?

| posed this question to Dr. Shridar Tayur, SmartOps
founder and CEO and a tenured professor in
operations research (OR) and management at The
Tepper School of Business at Carnegie Mellon
University (CMU). While he noted that CMU was ranked
by INFORMS as the “No. 1 university in the U.S. for
practical applications in ORahead of Penn and far
ahead of Stanford and MIT,” he argued persuasively
thatthe nextleaderwould be acombination of startups
and smart students.

For his part, he's looking at the use of supercomputers
to solve larger supply chain problems. Working with
IBM's Blue Gene and Deep Computing Capacity on
Demand (DCCoD), they were able to compress the
process time for a 100 million variable ERP/SCP plan
from 6 hours to 18 seconds. SmartOps is now looking
at several immediate applications in retail and
distribution formanaging super-scale SKUs/locations:
large dealer or high bill-of-materials networks.
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Software 2006 is the only event in the $600 billion industry that gathers software companies, customers, investors, service

providers, analysts and mediain one vendor-neutral forum

Join 2,500 industry leaders on April 4-5, 2006 at the Santa Clara Convention Center for this third-annual gathering of the

software industry.

www.sandhill.com/conferences/sw2006.php
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Global Insight: A newsletter focused on providing
strategic business advice to executives of technology
companies looking to successfully enter new markets.
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