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While the dramatic ascent of the Internet has forced manufacturers to rethink
their businesses, many of their initial efforts to go beyond the traditional “brick-
and-mortar” business model have fallen short of customer expectations.

The impulse is on target: Manufacturers must embrace the Internet to stay com-
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petitive in the digital marketplace. However, the execution has too often failed to
take into account the business systems and processes at the heart of ongoing manu-
facturing operations. In the meantime, customers have been not-so-patiently waiting
for manufacturing companies to provide the same level of responsiveness they are
used to seeing in the retail and services world.

“What we noticed about the B2B (business-to-business) explosion was that not
all the ideas about how to do it helped manufacturers with the processes they already
had in place,” says Don Richardson, group manager for technical evangelism at
Microsoft. “You have to follow those processes if you're going to succeed in making
the transition to the new manufacturing world.”

On today’s manufacturing landscape, nothing is static. Deadlines, requirements,

order quantities and supply availability shift constandly. "lo operate efficiently,
manufacturers must bring enterprise resource planning (ERP), customer
relationship management (CRM), manufacturing execution systems
(MES), supply chain management (SCM) and other applications to bear

: in a coordinated manner that empowers them to adjust schedules,
GIObal ChenllCﬂl Maker madify processes, flexibly procure supplies and respond quickly to
LS customer demands.
Handles 4.5 Million The first step in achieving this is integration.
] “I'here’s no sense in having B2B functionality if you don’t have A2A
Transactlons Evel'y (application-to-application) functionality in place,” says Chip Merritt,
dircctor of e-business at Solutia, a leading global applied chemical man-
MOﬂth Wlth 2_3 Second ufacturer. “To evolve from an isolated business to an integrated business,
the first thing you have to do is get your internal house in order.”
ReSpOnSe Time According to Richardson, there is a heightened sense of urgency

among manufacturers to integrate and optimize operations to ensure
greater customer satisfaction. A number of factors are driving this in the
manufacturing sector.

DEEPER DATA NEEDED

Throughout the 1990s, manufacturers embarked upon extensive and costly
implementations of ERP. Expectations for these systems were extraordinarily

high, but when the implementations were completed, manufacturers still found
their systems were not fully effective. They realized that they needed information
much deeper than at the enterprise level if they were to effectively leverage organi-
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“They now not only have product silos,
such as mortgages, credit cards and other
financial instruments, but they have channel
silos from their AXT'Ms, branches and the
Internet. And they aren’t merging any of
these areas smoothly.” In the case of the
company’s work with ASB Bank’s
DirectBank on-line “virtual bank” system,
by contrast, some customers have received
follow-up calls from representatives before
the customers have left the Web site where
they requested more information. That
responsiveness stands out dramatically—and
pays off.

“By being able to integrate systems,
these institutions receive an astonishing loy-
alty rate among customers,” Marks says.
Loyalty can’t be overstated today, as it not
only offers free referrals from trusted
sources, but also reduces costs tor generat-
ing new business simply to replace that
which falls away. A recent Harvard Business
Review study showed that a 5-percent
increase in customer loyalty can yield a 25
to 95-percent increase in profitabilicy.

Marks points out that customer rela-
tionships aren’t just simple one-to-one
applications. With economic growth and
rising sophistication among consumers, any
customer may have family concerns, trusts,
corporate issues, real-estate options and
other areas in which thev deal with the
financial institution in different ways.

Making CRM work in this complicated
environment requires creating a single view
of customers, independent of how and why
they deal with the institution. “The financial
services industry is well developed as an
industry,” says Bradway. “But in today’ age,
there is a real opportunity to think through
a business and product strategy and then
take advantage of technology to create a dif-
ferentiating value proposition.”

Companies must combine sales-related
opportunities with service-related contacts
so the customer is capable of communicat-
ing with the institution about all types of
information, regardless of which type gen-
erated the contact. “There’s a lot that must
o on behind the scenes at the financial
institution to make this happen, of course,”
Bradway points out. “But from the cus-
tomers’ perspective, this all must be seam-
less, leaving them feeling like they're receiv-
ing value from a responsive relationship.”
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“To provide such a seamless service experi-
ence, companies need to invest so they can
interoperate with common standards that
work with both existing and new technolo-

WACHOWVIA BUILDS A DIGITAL MARKETRPLACE

Officials at Wachovia Corp. weren't content to rest on their laurels after deploying a
Microsoft-based procurement solution from Clarus Corp. in only 21 days. Instead, the
executives at the interstate financial-holding company set their sights on achieving their
next goal, a digital marketplace to serve their corporate customers.

“A financial institution is a good place for a digital marketplace because of issues
around security, availability, customer service, trust and vendor negotiation,” says joanna
Giacobbe, senior vice president at Wachavia. A lot of the functions required to support
a marketplace are core competencies of financial institutions.”

Wachovia selected Clarus eMarket to build WorkWares.com. The digital market-
place uses a Microsoft SQL Server-based database and Microsoft Commerce Server
2000. The site allows corporate customers to search for goods and services across
multiple suppliers, gain access to attractive pricing, place purchase orders and pay for
transactions from a single site.

Besides simplifying the initial deployment process, the Microsoft-Clarus salution
offers Wachovia the agility to quickly and cost-effectively add new suppliers, new prod-
ucls and new services. “Because of the openness of the platform, we can reduce the
time it takes to certify a supplier, have them integrate systems and come onboard,”
explains Giacobbe. “Ultimately, this results in shorter cycles in bringing new products
and services to our customers.”

Despite the bank’s existing widespread use of Microsoft server technologies, offi-
cials considered other platforms and solution providers, she notes. “We were focused
on getting the most robust solution we could find,” she stresses. “Microsoft and Clarus
understand the issues a financial organization has around the reliability, scalability and
availability of an application. And we saw that, through their very close relationship, we
would have a product solution that meets all of our requirements for our digital market-
place.”

gies as they are added. Managers have to
design their systems to make them accessi-
ble to any device used by the customer to
communicate.

Internet access has become a driver for
creating these seamless integrations,
because more business is being
done over the Web, explains

Matt Cone, chief evangelist CONSUMER
for Corillian. Customer TRUST OR MORE
TECHNOLOGY?

desires, lower costs, com-
petitive advantages and Improving on consumer trust is a top
the ability to gain new
business all fuel financial
institutions’ desire to
examine these services.
Currently, institu-
tions report that about
235 percent of their cus-

priority with only 25 percent of financial
service firm executives, according to a
recent survey by Jupiter Media Metrix.
The same survey, however, found that

57 percent of those executives believe
tomers are using Web- ‘ ) iy
delivered services he reports. that expanding online capabilities
By 2004, industr_\' estimates say

that 40 percent to 50 pereent of

all customers will be banking on-line,
albeit not exclusively. “We think that esti-

is a top priority.

mate is pretty conservative,” he notes.
“Consumers are absolutely looking for

these options.” @
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zational data and maximize return on
their I'T investments.

“Manufacturers quickly came to real-
ize the value of their plant floor informa-
tion, and especially the value of tying that
information into systems like ERP,” notes
Richardson.

But most didn’t have a way of quickly
capturing that information and making it
available throughout the enterprise. For
the customer, this meant dealing with
manufacturers in a world where bits of
vital information about orders, shipping
or service resided in separate places and
were not easily accessed or compared.

One dramatic result of rapid, wide-
spread Internet adoption is its impact on
customer demands. As Web browsers
have become a real-time gateway to the
world, customers increasingly expect
lower prices and faster delivery. They
want to be more involved in the order-to-
delivery process itself.

To meet these demands, manufactur-
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ers are often trying to pull together infor-
mation from disparate sources and coordi-
nate processes across the extended enter-
prise for maximum speed and efficiency.
They also need to place their customers at
the center of their business processes.
The urgency to achieve the kind of
integration that leads to customer satisfac-
tion has been accelerated by the Internet.
For companies with isolated or disparate

lated tech-
nologies present a clear opportunity to

ities, the Internet and 1

integrate quickly and at reladvely low
Cost.

“We believe that manufacturers need
Lo Coo

wte their global operations

through the Internet and to extend that
vision beyond their own four w
tomers, supplie

s Lo cus-
s and partners throughout

the value chain,” says Peter Wengert,

industry manager for manufacturing at
Microsoft. “We've designed the Microsoft
T platform with these customer:

mind.”
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VIRTUAL FACTORY
MIMICS THE REAL ONE

A solid example of true integration of man-
ufacturing systems and quicker fulfillment
of a customer’s order can be found at
Delphi Automotive Systems’ Packard
Electric Division. The company’s new
Cortland, Ohio, facility, which manufac-
tures plastic components for the automo-
tive, electronics, telecommuni

ions and
consumer packaged goods industries, man-
ufactures 3 million parts per day and is a

model of cutting-edge manufacturing tech-
nology.

The Delphi Packard facility operates
120 plastic injection presses, automated to
allow a single operator to simultaneously
r up to 15 machines.

eved through a human-
machine interface (HMI) that continually
downloads data from Delphi’s ordering sys-
tem and transmits specific customer orders
to the network of presses. As parts are
produced, they are dropped into robot-
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