WMS Market 2007-2008

An international study
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What's happening on the WMS market? Is
there anything new in Warehouse Manage-
ment Systems? Many different suppliers ex-
ist on the WMS market, each with their indi-
vidual specifications. The Supply Chain
Group, represented in Germany through the
IWL AG, therefore annually presents the
most important changes on the WMS mar-
ket in an independent, international study.
This report summarises the results for Ger-

man-speaking Europe.
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Abbreviations

- Enterprise Resource Planning

Information Technology

- Pick by Voice

Radio-frequency Identification

- Supply Chain Management

ERP

IT -

PbV

RFID -

SCM

SQM -

WMS -

WOLF -
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The following WMS suppliers participated in our study “WMS Market 2008”:

Aldata Retail Solutions GmbH G.O.L.D. Stock Alclata
CIM GmbH Logistik-Systeme PROLAG® World G CIM Gmbi
Coglas GmbH Coglas
Eg Thomas + Partner GmbH & Co. TWS '!'mmmm
V?/L?Q‘g?al;luﬁéan EDV- und Netz- LogoS V 2.2 C/S EMT;N
Hormann Logistik GmbH Hi LIS E{%@ﬁ#ﬁﬁ &%
inconso AG inconsoWMS i'}mc?ﬂig
ISA - Innovative System Solution for ISASTORE

Automation

LogControl GmbH

LogControl-WHM

Lunzer + Partner GmbH LOGSTAR
. MA WMS & iSeries s Manhattan
Manhatten Associates GmbH SWMW it e
S&P Computersysteme GmbH SuPCIS-L8 W
, SALOMON
Salomon Automation GmbH WAMAS

AUTOMATION

SALT Solutions GmbH

[s]-warehouse

SAcA

SAP AG SAP LES WM
Savoye GmbH PTS SAVOYE )
. Am—

STILL GmbH MMS.i =TILL
Vanderlande Industries Logistics ™
Software GmbH R MenmBirelomex
viastore systems viad@t vzstore.

XeElLOGG

XELOG AG

LagerSuite ®

optimizing logistics

Table 1: List of participants in the study



Market trends

Globalisation is increasing the pres-
sure of competition in all fields more
and more. Business models, tech-
nologies and processes are becom-
ing more complex and inter-
connected.

Important factors for success are in-
novative products and quicker avail-
ability along with high quality and
service demands. At the same time,
cost pressure is increasing in all ar-
eas constantly.

The logistic processes are the focal
point, since they represent important
parameters for success or failure of
business in flow of material and
goods between manufacturers and
consumers as well as within the
company.

The basis for transparent and lean
processes is a controlled material
flow that can be ensured with the
help of a warehouse management
system. To satisfy the complex de-
mands, a competent WMS is neces-
sary that guarantees not only conti-
nuity but also further development.

The warehouse manufacturing sys-
tems currently on the market are
modularly built and can be extended
based on the project. A technical
feasibility seems to be quite possible,
but there are two factors which must
be considered during an initial pro-
ject in order to be successful:

= Defining the right processes
= Choosing the "correct” product

But what does that mean?

Warehouse management systems
have grown in their complexity and
scope of functions with every project
carried out in the past few years.
They thus offer possibilities, which
easily exceed the demand in many
companies.

The possibility of implementation of-
ten leads to a supposed demand of
functions. The conscious reduction of
the functional scope and focussing
on the really essential processes are
an important challenge in all IT pro-
jects.

A process analysis with a focus on
standardised possibilities of ware-
house management systems builds
the basis for the right choice. Proc-
ess creation generally allows a mar-
gin for orientation to standards and
avoidance of difficult and risky ex-
tensions.

On the other hand, it is essential that
the scope of function coverage of
systems on the market is transpar-
ent.

For this purpose, it is necessary to
consider the functional properties of
the software packets. However,
when the number of suppliers is con-
sidered, it becomes clear that even
this is quite complex.

In order to make a pre-selection that
matches project-specific demands,
the

Warehouse Management System
Online Finder (WOLF)

was developed, which offers a selec-
tion of relevant software packets ba-



sed on clear project and company Together with the WMS suppliers, an

criteria. analysis of market presence, their
This tool is available on the internet target markets and future develop-
for free. ment trends is carried out and sum-

marised in an annual study.

WOLF: The WMS Online Finder ' ' OLF

Use the WMS-search tool for free online
SCG WMS Finder

In co-operation with the SCG (SCG — The Supply Chain Group AG), the IWL AG
conducts an annual analysis of the WMS market. In this report, we would like to
present a summary of the analysis results for German-speaking Europe. Detailed
information on all participating WMS suppliers can be found online at:

www.wmsfinder.com
www.iwl.de
www.the-scg.com

Our online search tool WOLF (WMS Online Finder) helps you quickly, and for
free, carry out a pre-selection of warehouse management systems that best
matches your demands. In the SCG WMS search tool, more suppliers from
Europe and North America are listed, who rated their market position and target
group in a questionnaire as a part of our study.
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Installations
New clients last
New istallations last

Supplier Product

inconso AG inconsoWMS

ISA - Innovative System Solution for Automation ISASTORE 135 180 15 15

STILL GmbH MMS.i 165 250 15 40

LogControl GmbH LogControl-WHM 50 70 12 12

CIM GmbH Logistik-Systeme PROLAG® World 85 300 10 12

VESOGICESSCINS viad@t 150 300 10 10

Coglas GmbH Coglas 83 120 8 12

Dr. Thomas + Partner GmbH & Co. KG TWS 52 70 8 12

SALT Solutions GmbH [s]-warehouse 52 44 8 10

Hdérmann Logistik GmbH Hi LIS 56 65 7 7

Salomon Automation GmbH WAMAS 148 268 7 27

XELOG AG LagerSuite ® 74 120 6 18

Lunzer + Partner GmbH LOGSTAR 88 110 5 12

S&P Computersysteme GmbH SuPCIS-L8 73 98 5 B

Aldata Retail Solutions GmbH G.O.L.D. Stock 15 42 3 3

Manhatten Associates GmbH MA WMS & iSeries &WMW 17 17 3 3

GIGATON GmbH EDV- und Netzwerkberatung LogoS VvV 2.2 C/S 30 75 2 4

Vanderlande Industries Logistics Software GmbH VISION ™ 39 42 2 2

Savoye GmbH PTS 9 9 1 0

SAP AG SAP LESWM >3.000>5.000 k.A. k.A.

Table 2: WMS suppliers according to number of new clients



The WMS market 2007

Compared to the American study of
the ARC Advisory Group, which pre-
dicted an annual turnover increase
rate of 7.5% in the WMS market, the
WMS market in Germany seems to
be growing rather conservatively.

[ 2,000

Warehouse Management
Systems Business (Mio $)
Source: ARC Advisory Group

There is however unity in the rea-
sons for growth. Like in 2006, many
projects were driven by the necessity
to relieve aged systems through new
technology. Furthermore, functional-
ities that do not classically work in a
company, but rather support proc-
esses beyond company limits are
increasingly being included.

As a part of this study, the number of
new clients and new installations we-
re thereby an important indicator to
assess the developments on the
WMS market. Table 2 shows the
market distribution of suppliers in the
last year.

A comparison of the growth in 2007
with the previous year shows that
most companies maintained a rela-

tively constant growth, but no over-
proportional increase. This poses the
following questions:

= Are WMS suppliers acting
prudently and thus avoiding
overloading of their capaci-
ties?

= Can additional personnel ca-
pacities be added easily in or-
der to satisfy demand?

* |s demand not translated into
turnover because the compa-
nies are still acting conserva-
tively?

There are no general valid reasons.
Compared to 2006, there were no
changes. It can however be as-
sumed that those responsible are
largely undecided, since:

= The execution is still works
rather satisfactorily, and the
maxim exists to, “never touch
a running system! “

= The respect for difficulties in
IT projects, most of all in key
areas like WMS, prevents im-
plementation,

= Decisions are delayed due to
uncertainty in the choice of
system.

Some aspects shown in this report
should increase the transparency of
the WMS market.



Success factors in sales

In order to arrive at an estimation of
which properties of the system or
project development are prioritised
by the client, the suppliers were of-
fered a variety of success factors.
The following possibilities were of-
fered, repeats were possible:

= Special functionalities

» Integration, modular construc-
tion

» Quick and simple implementa-
tion

= Latest technology
= Partnership

= Continuity of supplier and sys-
tem

= Best price

Table 3 shows the distribution of
each feature. The special functional-
ities of each WMS supplier head the

Success factor

|_\

Special functionalities

N

3 Continuity of supplier and system
4

Integration, modular construction

(62}

Partnership
6 Latest technology

7 Best price

Quick and simple implementation

table of success factors. This could
possibly be due to a special branch
speciality.

The quick and simple implementation
of the software stands at second pla-
ce. This may result out of the experi-
ence of the suppliers gained in the
past years and the functional exten-
sions of the base modules, but
mostly out of the already strong fo-
cus on standards. The third place is
occupied by Continuity. This is a
relevant point with reference to secu-
rity for the companies that the soft-
ware supplier will also exist in the
future, and that eventual changes to
the system can be carried out.

The implementation of latest tech-
nologies has lower priority. This is
probably attributed to the currently
low number of new technologies on
the market, and the fact that suppli-
ers’ existing technologies are already
in use or can be covered.

Focus Coverage
22 % 85 %
17 % 70 %
18 % 70 %
13% 60 %
11 % 50 %
11% 50 %
9% 40 %

Table 3: Sales arguments of the WMS suppliers (repeats possible)



It is however still remarkable that the
factor “Best price” is not an important
factor. On one hand, this may be due
to the relative stability of the market.
On the other hand, it also indicates
that the suppliers are relatively com-
petitive with their products.

This furthermore also indicates that,
for realistic planning and problem-
free execution and initial operation,
even clients are ready to bring quali-
tative properties to the fore.

Participating suppliers have, just like
last year, their target set on the mid-
dle to high price segment. Solutions

with a project volume under 20,000
Euros were not of focal interest to
the surveyed suppliers, and were a
potential market segment for very
few.

Doing justice to the demand of
smaller companies for economical
and quick support could not be im-
plemented by the WMS suppliers.
The reasons for that definitely lie with
the extended scope of numerous
ERP packets that can sufficiently
support simple to average logistic
processes.

>500,000€
11%

250,000 - 500,000€
23%

<20,000€

100,000 — 250,000€

5%

20,000 — 100,000€
29%

Fig. 1: Target price segments of WMS suppliers



Scope of delivery of WMS suppli-
ers

Did the WMS suppliers focus their
attention on one particular area or is
there a tendency towards diversifica-
tion? In order to analyse this aspect,
the suppliers were able to define
their scope of delivery in the study.
The following points could be chosen
from; repeats were possible:

= WMS
* Pick sub-systems

= Co-operation with subcontrac-
tors

= Warehouse technology

The WMS suppliers partly offer sup-
plementary solutions in order to sat-
isfy the demand of the client to have
the lowest possible number of inter-
faces to other system units, and to
reduce the number of contact per-
sons in IT projects.

Scope

1. WMS

N

Pick sub-systems

3. Co-operation with subcontractors

B

Warehouse technology

Three-quarters of all study partici-
pants thus already offer pick sub-
systems. The buyer thereby has the
advantage that the WMS supply al-
ready offers existing and tested inter-
faces to sub-systems.

An alternative is also the possibility
that the WMS supply acts as general
contractor and thereby undertakes
the complete coordination for the in-
troduction of a new WMS including
all related components; 55% of those
surveyed already have co-operations
with subcontractors. 30% of the sup-
pliers also offer warehouse technol-
ogy in their portfolio. These suppliers
in our study include HOrmann Lo-
gistik, Savoye, STILL, Vanderlande
and viastore systems.

Focus Coverage
61% 100%
19% 75%
13% 55%

7% 30%

Table 4: Scope of delivery of WMS suppliers
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Software Quality Management

Software Quality Management

1. Standardised processes

2. 1SS0 9001 certification

w

SQM software

4. Certified testers

Focus Coverage
48% 90%
32% 65%
12% 45%

8% 30%

Table 5: Features of Software Quality Management

As described in the introduction,
there is still often hesitation to re-
place existing systems. To combat
this mindset, SQM measures carry
growing importance even at the pro-
ject initialisation stage.

The goal of Software Quality Man-
agement is to ensure that the soft-
ware meets the demands of the cli-
ent. This is achieved by a product
that is programmed on-schedule and
error-free, has no complications, and
can be implemented.

What standards are implemented
by the WMS suppliers?

The purpose of this question in the
study was to analyse how many
suppliers already had SQM meas-
ures in use. The following ap-
proaches were tested:

» Standardised processes
=  SQM software
= |SO 9001 certification

= Certified testers
Over 65% of the suppliers have been
certified according to 1ISO 9001. This
means that they work in defined

steps, and have these regularly che-
cked by means of audits. Mistakes
cannot be completely avoided by this
course of action, but the rate of er-
rors can be reduced. 90%, i.e. nearly
all suppliers are capable of working
according to such standardised pro-
cesses.

Approximately half of those surveyed
used SQM software. This includes,
for example, supporting software
packets for structured coding, docu-
mentation, or also for software test-
ing. In order to recognise errors early
and take appropriate steps, it is im-
portant to correctly pre-test the soft-
ware. At this stage, there is the op-
tion to use certified testers who can
professionally test the software. Us-
ing certified testers currently has
rather low priority. Only 30% of sup-
pliers use this SQM approach.

The testing mechanisms and possi-
bilities of a client remain almost
completely ignored. Incorporating the
client often fails in practice due to
company-internal reduced IT capaci-
ties, which prevent intensive co-
operation and support during the re-
alisation phase.
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Important factors are still:

= An intensive preparation dur-
ing process analysis and
specification phase, in which
the demands on the system
are given in detalil.

*= An extensive testing and train-
ing phase that must be corre-
spondingly well prepared with
regard to test concept and test
cases.

Communication in the warehouse

There are various methods of han-
dling processes in a warehouse. De-
pending on the warehouse, some
systems can be better implemented
than others. Most suppliers offer no-
wadays a wide variety of interfaces
to different communication systems.

Communication support of the tar-

get group
1 Radio-frequency barcode

2 Pick to light
3 Pick by voice
4 RFID

5 Paper lists

The level of coverage of each com-
munication interface and the focus of
the WMS suppliers were analysed in
the study.

Table 6 shows the possibilities of
communication support that are im-
plemented in the warehouse. An im-
portant element is still barcode scan-
ning.

It can clearly be seen that other onli-
ne technologies such as pick to light,
pick by voice and RFID are already
offered by all suppliers and sup-
ported by their systems. Order pick-
ing with paper lists occupies the last
place in the table. This leads to the
conclusion that the other 20% of the
suppliers apparently concentrate on
companies that are technologically
equipped in their warehouse.

Focus Coverage
37 % 100 %
18 % 95 %
18 % 85 %
15% 90 %
14 % 80 %

Table 6: Distribution of communication interfaces
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Development trends

What is currently happening with
system development on the WMS
market? There haven't been any lar-
ge innovations last year. However,
there has been something happening
with regard to software.

The suppliers were given an open
guestion in the study to name the

developments that they have carried
out in the past two years, and those
they plan to carry out in the next two
years. The answers were clustered
into categories and, wherever nec-
essary, divided into sub-points. The
tendencies can be seen in Table 7.
To indicate the prioritisation within
the sub-points, an ABC-classification
was used.

S s 3
Development trends ;;7 é%
z &
Additional warehouse functionalities 1 1
Additional warehouse functionalities (general) a a
Capacity planning and control b a
Yard and dock management ¢ -
Technology 1 2 +
Technology (general) a a
Internet a a
System integration a c
User interface, handling b b
Connectivity, interfaces b c
Supply-chain functionalities 3 5 +
Order-picking technology 4 3 -
RFID a a
Voice recognition b b
Administrative support 5 4 -
Management information a a
3PL -
Billing - b

Table 7: Development trends in the recent past and future

13



As always, additional warehouse
functionalities are at the top of the
list. It is however apparent that the
WMS market is already mature and
qualitative with well-developed stan-
dard systems that are modularly
constructed. The standardisation of
interfaces to other systems such as
ERP systems and the parameterabil-
ity of the system have already estab-
lished themselves well.

This creates the impression that the
functional further development of
warehouse management systems
seems to be stagnating. In reality,
relatively less new functions are
emerging. Contrary to that, experi-
ence has shown that project-specific
customisation is an essential work
factor for many installations on a
functional level. This results on the
one hand from individual process
justification, the adaptation of new
systems on old processes, but also
from external influences such as in-
terfaces to foreign systems.

With regard to internal further devel-
opment, suppliers are currently con-
centrating on increasing system per-
formance in order to be able to cre-
ate processes in the warehouse
more efficiently. Special attention is
given to optimised order picking as
well as planning of capacity and re-
sources.

Also far ahead is the development of
technologies that lead to an increase
in user friendliness. Many suppliers
have focussed on Java. A WMS
completely programmed in Java of-
fers the user the advantage that the
system runs independent of the plat-
form and can be executed on any

operating system. The only condition
is that Java Runtime has to be in-
stalled on the system.

Other points to increase user friend-
liness are internet connectivity, setup
of the user interface as well as han-
dling. Even if every supplier nowa-
days offers a graphic or web-based
interface, work is still being done on
optimising presentation.

Another priority for the next few
years is that system integration is
growing in importance. The last of
the technology development trends
was listed as connectivity. This can
be attributed to the fact that the sys-
tems are always being further inte-
grated. It is also possible that there
are already many standard interfaces
to other systems.

With complete regard to system inte-
gration, suppliers are also planning
an extension of supply-chain func-
tionalities. It is apparent here that
developments in transport planning
are present.

Table 6 “Distribution of communica-
tion interfaces” shows that most sup-
pliers already offer a connection to
the order-picking technologies RFID
and Pick by Voice. Suppliers are
nevertheless carrying out develop-
ment in the direction of RFID. The
reason for this will be that the tech-
nology is constantly developing fur-
ther. Since using RFID in order pick-
ing is still very expensive due to the
chips necessary, it has not yet been
able to create a niche for itself in or-
der picking. The development of mo-
dules for administrative support has
been given low priority this year. It

14



can however be seen that controlling
functions in the WMS are in demand
in spite of the low priority. Many of
the suppliers further setup their sys-
tems in this area. 3PL and billing
User interface
1. Graphic user interface

2. Web-based user interface

3. Symbol-based interface

seem to be the most integrated in the
systems, since they have been de-
veloped for some modules in the
past years, but no further develop-
ments are planned for the future.

Focus Coverage
53% 95%
38% 85%

9% 40%

Table 8: Developments of the WMS user interface

System architecture

Old systems were frequently client-
individual programmed systems, but
WMS suppliers nowadays offer stan-
dard systems that can be adapted to
client-specific demands. The advan-
tage here is, firstly, that the initial
time of a new WMS can be markedly
reduced, and secondly, that the sys-
tem has already largely been tested

Configuration
1. Standard system
2. Custom-made
Structure
1. Integrated system

2. Best-of-breed

Table 9: System architecture

and implemented in other ware-
houses. The distribution between
“best of breed” and integrated sys-
tems is approximately the same.
WMS suppliers extend their systems
with additional systems. ERP suppli-
ers furthermore, for example, try to
enrich their system with warehouse
functionalities. The possibilities of
implementing such systems thus in-
crease.

Focus Coverage
66 % 100 %
34 % 90 %
Focus Coverage
46 % 70 %
54 % 90 %

15



Based on the details given by the
suppliers, their systems can be rep-
resented in a matrix (Fig. 2). This
gives an overview of how the com-
panies are aligned with their soft-
ware. In the past few years, the trend
towards standard software has been
observed while client-individual solu-
tions are not so much in the fore-
ground. Slowly, and even quite con-

Integrated
LogControl
Standard GmbH
CIM GmbH
GIGATON GmbH
Lunzer + Partner
GmbH
Coglas GmbH SALT Solutions
GmbH
SAP AG
STILL GmbH
viastore systems
Custom- Manhatten
ELLE Associates

Vanderlande Ind.
Logistics Soft-

servatively, it is being seen that inte-
grated systems are increasing, and
the best-of-breed solution, once the
supreme discipline, now has a lesser
meaning. This is attributed to a large
demand for standard systems — a
development on the market that will
also continue in the future.

Neutral Best of Breed
ISA - Innovative
System Solution for
Automation
Aldata Retail Hormann Logistik
Solutions GmbH GmbH
Dr. Thomas + Salomon Automa-
Partner GmbH & tion GmbH
Co. KG XELOG AG

Savoye GmbH

inconso AG
S&P Computer-

ware GmbH systeme GmbH

Fig. 2: Integration and standardisation portfolio of WMS suppliers

16



Summary

The growth of the German
WMS market is more conser-
vative than the growth pre-
dicted for the worldwide WMS
market.

Most WMS suppliers show re-
latively constant growth.

The WMS market is relatively
mature and qualitative.

All WMS systems currently on
the market are modularly con-
structed. Standardisation of
interfaces to other systems
along with parameterability
has come to the fore.

The challenge lies with IT pro-
cesses, the functional scope
and reduction of focus to the
key processes.

With the help of warehouse
management systems, trans-
parent and lean processes as

Official contact

i g IWL AG
I w L Michael Muhsal
Muehlsteige 4

D-89075 Ulm

T +49.731.14050.13
F +49.731.14050.50
M michael.muhsal@iwl.de

well as a controlled material
flow are possible.

The number-one success fac-
tor of each of the WMS sup-
pliers is their “special func-
tionalities”.

Development of WMS seems
to be stagnating; development
in the sense of emerging, and
new functions cannot be seen
at present.

The suppliers are currently fo-
cussing on increasing WMS
performance and developing
new technologies as well as
additional warehouse func-
tionalities.

The focus of many WMS sup-
pliers is on improving user
friendliness and handling of
the systems.
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Ideen werden Losungen

Since 1985, IWL has been offering industrial
and business clients services in planning and
consultation in the field of logistics and process
optimisation. In Germany, we work from head-
quarters in Ulm and Munich.

We are internationally a part of the corporate
group “The Supply Chain Group”, which has
specialised in international logistics projects.
This group employs more than 100 logistics
consultants.

For more information, please contact:

IWL AG

Michael Muhsal
Muhlsteige 4

D-89075 Ulm

M michael.muhsal@iwl.de
T +49.731.14050.13

F +49.731.14050.50

www.iwl.de
www.the-scg.com
www.wmsfinder.com

THE SUPPLY
CHAIN GROUP

www.the-scg.com
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