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Small and midsize
manufacturers need
enterprise systems that
support scalability

nformation-technologywise, manufacturers with annual

revenues ranging from $2 million to $100 million have

come of age. According to the U.S. Commerce Depart-

ment, almost 300,000 of the approximately 340,000

manufacturers in North America can be found in this
all- to midsize category.

Advanced Manufacturing Research (AMR), a Boston-

based industry and market
analyst firm that specializes
in enterprise applications and
related trends and technolo-
gies, says as many as 50,000
midsize manufacturing sites
have aging manufacturing
resources planning (MRP II)
systems that are prime can-
didates for replacement by a
new generation of enterprise

resources planning (ERP) systems.
AMR also has estimated, based on a survey of manu-
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Microsoit Helps Sma;

arcus Schmidt, industry marketing
manager for manufacturing at
Microsoft Corp., Redmond, Wash.,
is responsible for driving Microsoft's
business strategy in the manufacturing mar-
ket. He does so by helping form alliances
with industry solution developers, coordinat-
ing with product and service groups, and de-
veloping related programs. He supports Inde-
pendent Software Vendors (ISVs) in building
products that take full advantage of the Mi-
crosoft BackOffice family, a distributed com-
puting platform, to bring Microsoft-based so-
lutions to the manufacturing industry.

An active member with the OLE for Pro-
cess Control (OPC) Foundation, Austin,
Texas, Schmidt joined Microsoft in January
1997 as business development manager work-
ing with leading ISVs in the manufacturing,
engineering, and supply-chain markets. Prior to
joining Microsoft, he was a product manager for
ICONtrol Inc., an MRP/ERP company.

We recently spoke with Schmidt, to get his
view on some important issues affecting small
and midsize manufacturers:

Bill Gates has been quoted as saying,
“Virtually everything in business today is
an undifferentiated commodity except how a

facturing management, that small and midsize manu-

facturers have increased their 1998 information tech-
nology (IT) budgets for ERP and supply-chain man-
agement software by 33 percent, a clear indication

company manages its information. How you
manage information determines whether you
win or lose.” This sounds like a bold state-
ment. Can you expand on it?

Schmidt: Solid companies in
the midsize market are built
with strong building blocks of
customer service and quality.
Today, the only thing that dif-
ferentiates these companies is
how well they manage infor-
mation to achieve these objec-
tives. It’s important to be able
to access information and ef-
fectively integrate it into the
business processes. In a manu-
facturing company, for instance, you need a
complete view of your plant from the shop
floor to the boardroom, not only in one plant,
but at several sites, if you are a multisite
manufacturer. You also need to get informa-
tion to suppliers, customers, and other parties
in the supply chain.

Can you talk more specifically about in-
Sformation management benefits in midsize
manufacturing environments?

No matter the size of the organization,
manufacturers have a lot of data that must be
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dealt with effectively. It must flow through
the organization in a smooth and seamless
manner. In terms of information-technology
staff and budgets, normally a small company
doesn’t have the resources that
alarge company has, so it needs
a cost-effective platform. Be-
cause a small company must be
more nimble, managers can’t
wait weeks or months for re-
sults. They need information in
a more timely manner. State-
of-the-art information technol-
ogy is a great leveling factor.
Today, the information technol-
ogy that was once only acces-
sible to large companies is available to small
companies, so everyone can compete on an
equal footing.

What is Microsoft's solution when it
comes to manufacturing?

Microsoft provides the platform and foun-
dation that our partners, such as Macola, build
their solutions upon. That’s how we deliver a
total solution to the customer. We provide an
integrated information system that helps the
customer seamlessly execute their business
plan.



etting a tone for growth

Small- to midsize manufacturers face special challenges
stemming from success in the new economy

It wasn’t long ago that manufacturers installed com-
puter systems as part of a business process reengineering
effort synonymous with “downsizing,” or at the very least
“rightsizing.” But in an era of economic prosperity—such
as we presently enjoy—that’s all changed. The challenge
today is more likely to find skilled employees who can
help deliver product sufficient to meet growing demand.
Therefore, computerization’s role has changed, too.

Information technology replaces serial, manual processes
performed by several individuals with more holistic pro-
cesses accomplished by
skilled workers supported by
software applications. In ad-
dition, information technol-
ogy acts as an infrastructure
for a business, eliminating
duplication of effort among
various functional areas such
as finance, engineering, and
production. As more and
more business functions are
computerized, the network and its software applications
become increasingly central.

Most recently, information technology—and in particular
a company’s enterprise resource planning (ERP) system—is
being asked to act as an engine in support of growth.

As Art Mesher, research director for technology applica-
tions, Gartner Group, Stamford, Conn., said at that group’s
recent supply-chain conference held in Nashville, “There’s
been a shift from saving money to making money, from
business-process reengineering to growing the business.”

As is well known, ERP is the current generation of the
manufacturing resources planning systems installed in
many production plants. The term ERP was coined to
reflect the fact that these computerized systems have
evolved well beyond their origin as inventory-transaction
and cost-accounting systems. As stated by the Gartner
Group,“ERP is the integration of manufacturing, distribu-
tion, and financial functionality to dynamically balance
and optimize the enterprise’s resources.”

Small- to midsize help

It used to be that the benefits of ERP were the provenance
of large manufacturing sites. But the availability of low-
cost UNIX and Microsoft Windows NT servers has opened
up a new market of small- to midsize manufacturing sites
looking for ERP providers that understand their business.

Many midsize companies are looking to replace an
obsolete generation of planning systems—or even a host

of legacy systems—with ERP. And hundreds of thou-
sands of U.S.-based small manufacturers are also looking
to integrated systems—some perhaps for the first time.
To start, said Chris Jones, Gartner’s research director
for DQ Caps, “Some companies focus on executing ERP
at a business-process level, improving operational effi-
ciency.... [Others see] ERP as a vision consisting of
several applications allowing them to set the right man-
agement expectations and deliver quick hitting results.”
But as manufacturers shift from ERP as a way to save
money to ERP as a way to make money, particularly as it
relates to supply chains, says Jones, things change. “ERP
applications, along with business process redefinition,
provide an excellent opportunity to redefine the function-
ally oriented and poorly integrated functions into more
streamlined business processes that improve supply-chain
velocity and provide visibility along the entire intra-
enterprise business process. For example, ERP could
streamline the order-fulfillment process to be able to
deploy product inventory in hours instead of days, dra-
matically improving customer service,” he says.

Scalability so important

With growth the rallying cry of the day, it’s not surpris-
ing that scalability is so often named by manufacturing
managers as the most important technology hurdle to be
surmounted by systems on an ongoing basis. Scalability is
often defined as the ability to connect an increasing number
of nodes and users to a single network platform or appli-
cation without suffering degradation of performance.

The number of ERP users in a company increases because
a company is growing in terms of revenue and output. It also
can increase because the uses of the system itself are grow-
ing. In fact, the two are most likely to occur simultaneously.

Years ago, only a small percentage of workers and
managers needed access to the planning system. Today, it
seems everybody wants to be—and needs to be—on the
enterprise system.

Therefore, it's a good thing that some enterprise applica-
tion vendors—in addition to supplying scalable technol-
ogy—are aware of the need for “functional scalability”™—
the ability to automate business and production processes
along a continuum, from basic manufacturing to systems
that provide complete transparency into complex supply-
chain operations.

Read further in this special supplement to learn more
about the kinds of sophisticated solutions now available for
small and midsize manufacturers in search of productivity
gains in the midst of startling growth.—Kevin Parker, Editor
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that managers realize the productivity gains inherent
in a new generation of IT.

An even greater number of small manufacturers are
just now able to take advantage of the productivity gains
inherent in ERP systems, which combine wide-ranging soft-
ware functionality with cost-effective cli-
ent/server computing. But first and fore-
most, these small manufacturers need
systems that can “scale.”” In other words,
as the innovative manufacturer’s business grows, the man-
agement applications software system must grow too.

Companies such as Lawrence Industries, Burlington,
N.C., Imaging Business Machines LLC, Birmingham, Ala.,
and Pen-Tab Industries, Front Royal, Va., are finding the
solutions they need from Macola Software, Marion, Ohio.
“Looking at what the market has to offer, particularly for
smaller manufacturers,” says David Farrell, CEO at
Lawrence, a manufacturer of rubber products, “Macola rep-
resents a tremendous value.”

A return on investment

Until recently, it was primarily large corporations that
were availing themselves of the benefits inherent in enter-
prise systems—i.e., integrated software for automating all
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the major business processes found in the manufacturing
enterprise. One reason was that small and midsize manufac-
turers couldn’t commit smaller profit margins to IT initia-
tives. Now, they can.

“Midsize companies are looking for a faster return-on-
investment [ROI],” says John T.
Anderson, vice president of worldwide
sales and services for Macola, a pro-
vider of manufacturing, distribution,
and financial software. “They’re achieving ROI in differ-
ent ways. They're looking to automate business pro-
cesses, which can reduce costs, improve productivity,
and cut effort duplication. Another common goal is in-
ventory reduction, thereby improving inventory turns and
reducing manufacturing lead times, which improves over-
all customer service.

“Over the longer term, though, the midsize manufac-
turer must pay special attention to the enterprise system’s
ability to support growth, expand market capabilities, and
achieve greater access to markets.”

Technology supports growth
According to AMR, Macola has a higher level of applica-
tion revenue than most competitors in the field, making it

One important enabling tool is Windows
Distributed InterNet Applications, or DNA.
From a development point of view, DNA is
the roadmap that enables the customer to
build applications. For instance, if several
applications are written from a Windows
DNA perspective, these can be brought to-
gether to form a “digital nervous system.”

So how does that help manufacturers
manage their businesses?

Windows DNA offers the means to develop
applications, and allows a company to scale its
information technology systems as the business
grows. Windows DNA takes an application and
splits it into three distinct levels: user inter-
face, business process, and integrated stor-
age. These multiple layers allow the user to
make the best choices concerning how to best
deploy the application. When drilling down
into the components of Windows DNA, there
are things such as the Microsoft Transaction
Server and the Component Object Model that
help customers scale their info systems in a
very easy way. With these elements built in,
the customer no longer has to worry about
scalability or extending functionality. It sounds
complicated, but it really simplifies evolving
information systems.

Can you explain the concept of extend-
ing functionality?

With Visual Basic for Applications
[VBA] integration, the customer has a com-
plete system view of the entire application.

VBA allows you to extend and customize
Microsoft Office. Many of our leading
ISVs, such as Macola, are adopting VBA
to extend and customize their applications.

Aren’t small and midsize companies go-
ing to have a difficult time managing such
sophisticared systems?

To help small companies manage their
systems, we’ve added a very important el-
ement to the DNA architecture called the
data store layer. It gives the customer a
very capable relational database engine. We
also offer a very robust and full-featured
relational database called Microsoft SQL
Server, which is setting new scalability
benchmarks. Microsoft SQL Server has
doubled its performance in the course of a
year. A new release, SQL 7, is coming out,
and will take scalability to new heights.

This version is going to have more wizards

and will be even easier to manage. Ease of

use is very important for small- to midsize
companies. They want to be able to put a
database in and not worry about its admin-
istration tasks, which can help cut costs.

You mentioned cost. How is Microsoft
addressing this?

While initial cost is clearly a critical com-
ponent of any IT investment, increasingly,
companies are scrutinizing the comprehen-
sive, long-term value of computing solutions,
and how they will serve organizational
needs over time. Microsoft’s strategy to

address these concerns and reduce total cost
of ownership is supported by the Zero Ad-
ministration Initiative for Windows, or
ZAW. ZAW refers to a set of core tech-
nologies that give IT professionals new
levels of control and manageability over
Windows-based environments. Key capa-
bilities enabled by the initiative include
automatic system update and application
installation; persistent data cache and con-
figuration information; central administra-
tion and system lock; and application flex-
ibility to ensure the best solution designs.
What is Microsoft’s relationship with Macola?
Macola is uniquely qualified to bring Mi-
crosoft technology to the mid-market manu-
facturer because of its large user base; its
broad product offering in manufacturing, dis-
tribution, and accounting; and its strong chan-
nel of integrators. Macola realizes and prac-
tically applies Microsoft’s vision and strategy
for manufacturing environments. The com-
pany is involved in our most strategic tech-
nology plans and is working closely with us
to apply these technologies to manufacturing
environments. We look to partners like Macola
to provide the solutions that our end custom-
ers are demanding in a domain-specific way.
We provide a broad-based set of technologies
and we look to our partners to come into the
mid-market and provide a great solution that
fits on top of our technology. Macola is very
much in sync with where we are going.
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