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G artner Research, a leading provider of research and analysis about the glob-
al information technology industry, partnered with RIS for this study, which
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RIS editorial team, Gartner created the survey and posted it online. Gartner

performed the analysis of the data and was then interviewed by RIS on the meaning of
the data. Gartner was not paid for its involvement and RIS did not involve any of the
advertisers in the report during the preparation or analysis phases.

The respondent pool consists of 212 senior-level executives in retailing who have
significant responsibility for IT decision making. Job title breakdown is as follows:
39% C-level executive (including CEO, CIO, CFO and CMO), 35% director/manag-
er of IT, 14% departmental manager, 6% SVP/VP of IT and 6% other IT.

By retail category the breakdown is as follows: 34% Specialty, 18%
Apparel/Footwear/Accessories, 12% Grocery/Supermarket, 10% Department
Store/Mass Merchandise, 8% Drug/Convenience, 8% Hardware/Home
Center/Automotive, 5% Electronics and 5% Furniture/Home Furnishings.

Respondent breakdown by revenue is as follows: 31% less than $50 million,
26% from $1 billion to $10 billion, 13% from $50 million to $250 million, 10%
more than $10 billion, 10% $500 from million to $1 billion, and 10% from $250
million to $500 million. ■
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W ith the increasing empha-
sis on e-commerce, this
year’s survey included
more online titles and

pure-play retailers in the respondent
pool than ever before. Less affected by
the costs of brick-and-mortar stores,
these cyber retailers tend to skew budget
numbers upward when viewed from a
year-over-year perspective.

But this segment is a growing force
in retailing and the way these retailers
play the game is having a major impact
on the industry as a whole.

According to this year’s pool of
respondents, IT budgets are going up
year over year, which has been a consis-
tent trend since the decline that
occurred after the dot-com bust and
9/11. Adding up the numbers for
retailers who say their budgets will
decrease in 2007 produces a total of
just 8%, which is a slightly lower num-
ber than any tracked in the study this
century. No doubt it is partly attributed
to the addition of e-commerce execu-
tives to the respondent pool.

Adding up the numbers for retailers
who say their budgets will increase in

2007 produces a total of 54%, which
history tells us is usually an optimistic
figure. As all retailers know, things fre-
quently change after the budget is set
and events of the year start to unfold.
Postponement is often a way of life for
IT budgets.

Perhaps the 37% who say their budg-
ets will remain the same are the realis-
tic ones. Realism is a good thing, espe-
cially when IT funding is pegged to a
percentage of revenue. In this scenario,
as revenue rises so too will IT funding. 

WHO NEEDS IT STRATEGY?
Why is it important to have a written IT
strategy? Because if you have a clear IT
strategy you can achieve alignment
between your IT department and your
business departments. Also, you can
engage in multi-year, multi-phase projects
that resolve big problem areas like re-engi-
neering the data warehouse, sun setting
legacy systems, untangling spaghetti archi-
tecture and moving to a standards-based
architecture. 

Without a written IT strategy, these
problems remain choke points that slowly
strangle the organization until it begins
running out of air.

According to the figures in this year’s
study, there has been little progress
among respondents in putting a writ-
ten IT strategy in place. It hovers
around 50% of the retail landscape
year in and year out. 

However, the numbers are sharply
divided if you break them out by revenue
category. Nearly two thirds (63%) of Tier
1 retailers (defined as having revenue
greater than $1 billion) have written IT
strategies in place, and well over half
(57%) of Tier 2 retailers (with revenue
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between $250 million and $1 billion) also
have formal IT strategies in place.  

The big disconnect occurs among Tier
3 (less than $250 million in revenue) retail-
ers. At this level, IT is considered more of
a necessary evil and the cost of doing busi-
ness rather than a strategic enabler of
innovation and differentiation.

VALIDATING INTEGRATED SUITES
For the past decade, the standard
impression among analysts was that
retailing was a best-of-breed industry.
Prior to that retailers were known for
favoring in-house application develop-
ment. At that time, the lowest option
on the list was considered to be pre-
packaged apps, which didn’t fit well
into the retailer’s complex world of
proprietary systems and unique busi-
ness processes.

But that was yesterday and this is
today. Retailers are now more favor-
ably inclined toward integrated solu-
tion suites than any other option. 

There are several reasons for this
phenomenon. The software industry
has matured and developed highly
focused apps that can be woven togeth-
er into well defined suites. Retailers
can install them in phases, initially as a
point solution and then bolting on
additional components, or as fully inte-
grated suites. And, finally, retailers
don’t have to absorb the problems
associated with being their own soft-
ware developer.

We uncovered this change in architec-
ture strategy last year and the numbers this
year provide validation for this trend.

However, the numbers also indicate
that developing software either in-
house or through third-part services is
not going away any time soon. A signif-
icant amount of resources are being
devoted to development, and best-of-
breed is not dead yet either. But it is
worth noting that an inflection point
has occurred in the acceptance of inte-
grated suites among retailers and it has
been confirmed for the past two years.

One final point, software-as-service
or on-demand software is steadily gain-
ing ground. Although we have only
been tracking it for two years, it is
clearly in emergent status and an
option CIOs are moving toward. It’s
not likely to become the dominant
architecture any time soon, but its

adoption curve is on the rise in retail-
ing and other industries.

ENTERPRISE INFRASTRUCTURE
Attempting to peek under the technolo-
gy hood in a retail organization is a little
like asking a question of the Wizard of
Oz — the answer you get isn’t clear and
pulling back the curtains reveals even
less.

No doubt the retail tech stack is built
on a solid database foundation and
study respondents indicate strong levels
of current investment in the Data
Warehouse/Data Storage area. But
beyond this layer, the future is not clear,
or more accurately, it is divided.

Standards Based Platforms show solid
interest in current and future spending
as does Open-Source Based Platforms,
which in most cases refers to Linux.
These latter two have been around for a
number of years, but they are still evolv-
ing and not yet mature.

Even further from maturity are the
Services Oriented Architecture (SOA)
and Enterprise Service Bus alternatives.
Both of these can be viewed as a way for
retailers to extend the life of their legacy
applications while taking advantage of
new functions. They also allow retailers
to make a gradual transition to either a
standards-based or open-source plat-
form as they retire legacy systems and
untangle spaghetti architecture.

Perhaps the best way to view a retail
tech stack is as multiple-choice ques-
tion and the most accurate answer is all
of the above. ■

We seek integrated solutions suites 56%
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T he reason store-level spending
on technology continues to
show consistently strong cur-
rent and future investment

plans is that it is a no-brainer. The store
is where the rubber meets the road in the
retailing industry. If you get this compo-
nent right from a business process and
technology perspective, good things are
sure to follow.

As we’ve seen in previous findings,
providing better tools for associates is a
top goal for 2007. This shows up not
only in strong numbers for POS
upgrades that make checkout quicker
and easier, but also in significant up ticks
in deployment plans for kiosks, portable
inventory terminals and store manager
workbenches, to name a few items on
the CIOs menu of initiatives for 2007
and beyond.

UNDERSTANDING THE POS CYCLE
While current POS investment plans
are incredibly robust in 2007, well over
60% of respondents either have up-to-
date technology in place or have
already begun an upgrade, the numbers
show a sharp drop off when looking
toward the future. From the data we
have this year and what we have
tracked over the past several years, it
appears the POS replacement cycle is
hitting its peak now and activity will
fall off in the next two years when a
quarter of respondents indicate they
plan to initiative a POS upgrade. 

For less critical technologies, this
number for future upgrade plans might
be considered high, but for POS, which
is one of the most active areas in retail
technology, it is actually on the low
side. This confirms a trend the study
detected two years ago, which is that
the quick adopters and fast followers

have already completed their POS proj-
ects and the rest of the industry is in
the process of catching up.

From a retailer perspective, it is good
news that POS upgrades will soon be
behind them, because POS replace-
ments are expensive projects and once
they are completed many new IT
opportunities can open up. Some of
these will layer on top of the new soft-
ware, such as real-time inventory look
up or online purchase with in-store
pickup, and some will become possible
due to the freeing up of the POS budg-
et dollars.

History tells us that once the POS
cycle drops off its peak it will soon
begin to rise again as systems begin
aging for early adopters. This is likely
to happen again, but the bell curve may
look a little different in the future.
Looking ahead, a shift is likely to occur
where hardware is replaced but soft-
ware, which has entered a mature
plateau, remains largely in place.

KIOSKS FINALLY SET TO ARRIVE
The first generation of kiosks served
more as drink holders and dust collec-
tors than critical customer touch-
points, but retailers and customers
alike have changed considerably during
the 20 years or so since kiosks have
been developing. For the first time in
this survey, kiosks show robust num-
bers for future investment plans, with
28% of retailers saying they plan to
begin a kiosk project either this year or
within the next two years.

These are strong numbers because
not every retailer is a good candidate
for a kiosk rollout. Digital media retail-
ers, such as Virgin Megastore and
Trans World Entertainment (which
operates such brands as f.y.e. and
Suncoast Video), have undertaken mas-
sive kiosk projects, and the sales lift
from them has exceeded expectations.
But high-touch retailers like those in
luxury goods or fashion will probably
not be able to deliver the kind of serv-

In-Store Servers
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ice their customers expect through a
kiosk and will be slow to adopt.

Kiosks are not a major weapon in the
IT arsenal for retailers, but there is no
doubt their penetration in the market
is growing.

A more critical piece of hardware at
the store level is the server, so it’s not
surprising to see that 39% consider
their server technology to be up-to-date
and another 16% have already begun
an upgrade. What is a little surprising is
that future investment plans are not
higher for something so essential to
running a store.

No doubt the reason for this is that
centrally hosted applications are mak-
ing significant inroads into the retailer
tech stack and there is less need to
install new servers even when new
applications are rolled out to stores.
This is not to say that retailers are mov-
ing toward the eradication of store-
level servers. Although this may eventu-
ally occur in the future, it is not going
to happen any time soon.

The major trend here is that prices

for servers are dropping at the same
time as their computing power is going
up, which is the ongoing demonstra-
tion of Moore’s Law. As this occurs,
retailers are getting more bang for their
buck and they require less future invest-
ment activity.

For large footprint retailers — mass
merchants, department stores, big box
category killers and grocers — portable
inventory terminals are becoming an
essential tool. And as retailers move
forward with these investments they

are purchasing fundamentally different
devices than the ones they bought as
recently as three or four years ago.
Today’s portable inventory terminals
are powerful, multi-task devices with
color monitors and the ability to han-
dle an ever increasing array of store
functions. Moving forward, the term
portable inventory terminal may be too
simplistic a name for a tool that per-
forms the tasks of a full-featured cus-
tomer service device.

Large screen displays show a healthy
future growth track, but much of this
activity is still centered on pilot proj-
ects and test-market rollouts. There is
tremendous retailer interest in this area
and it promises to deliver measurable
results across a wide variety of vertical
formats, but many retailers are still in
the kicking-the-tires phase.  

When you walk into a kid’s store
these days it is almost like walking into
a video game, with a lot of large-screen
and digital media technology at the

store level. For retailers serving older
market segments, the penetration of
this technology is still small, but it is
only a matter of time before it becomes
widespread. When it does it will
become a significant factor in retailing,
as it has become in the fast-food restau-
rant industry where adoption by
national chains is nearly universal.

STORE-LEVEL CRM
One could argue that frequent shopper
and loyalty programs are among the
oldest stories in retailing, but the take-
away in the data is that a fair amount of
retooling is occurring in a mature tech-
nology. An equally important takeaway
is that providing customer data access
to associates is mirroring this activity.
Taken together, these datapoints indi-
cate a widespread retooling of store-
level CRM.

As we note in several sections of the
study, Best Buy is a leader in this tech-
nology and has been since it intro-
duced its loyalty program several years
ago. But what is interesting is that Best
Buy’s loyalty program today is far dif-
ferent than the one it initially intro-
duced. Associates now have access to a
lot more information than previously —
purchase histories, Web orders and in-
store pickup capability. This is the
model that increasing numbers of
retailers will be looking to emulate.

In the past, loyalty programs were
often thought of as margin-reduction
programs that gave sales promotions
to the best customers and didn’t gener-
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Will Start Upgrade Within 2 YearsWill Start Upgrade This Year

Frequent Shopper/Loyalty Program

0 10 20 30 40 50 60 70 80

Customer Data Access for Associates

Multi-Channel Shopper
History Integration

17% 17% 15%

16%

17% 14%

17% 13%

13%26%

9%

25%

Cross-Channel Integration a Key to Store-Level CRM

Up to Date Technology in Place Standard Technology Upgrade

Will Start Upgrade Within 2 YearsWill Start Upgrade This Year

POS Hardware

0 20 40 60 80 100

22%

22% 13%

11%

40%

44% 13%

14%POS Software

POS Replacement Cycle Approaches Peak

12_techtrends_0507  4/25/07  11:15 AM  Page 2



18 | RETAIL TECHNOLOGY STUDY MAY 2007

POS & STORE OPERATIONS | 2007 RETAIL TECHNOLOGY STUDY

ate measurable loyalty. But retailers as
diverse as Best Buy, REI and Costco
have perfected the approach and are
producing very loyal shoppers. Today’s
technology is not your father’s loyalty
program. It is a combination of data
warehousing, faster connections to the
stores, upgraded POS, cross-channel
integration and new applications made
available to associates. It requires a lot
of components coming together to
achieve results and this is what we see
happening today.

STORE OPERATIONS
After covering many of the essential
store operations in previous data-
points, we dive into some technologies
that are important but not necessarily
widespread across all retail verticals. 

Direct store delivery is a good exam-
ple of this. For grocers and conven-
ience stores this is an essential, mature
technology and it scores high for up-to-
date technology in place (37%),
although it is not a high-priority area
for future investment.

Loss prevention, however, is a differ-
ent matter. All retailers are concerned
with shrink and any reduction in this
area goes directly to the bottom line.

As a result, every retailer has some kind
of loss-prevention system in place.
What this year’s data shows is that 
new-generation software is being devel-
oped and retailers are adopting it
based on the premise that it recoups its
investment in a relatively short period
of time.  

Perpetual store inventory, computer
assisted ordering and real-time stock-
out alerts all show solid future levels of

interest, but they are difficult to
achieve, and although benefits are
potentially significant, they are likely to
continue on a slow and steady adop-
tion track.

PAYMENT PROCESSING
Ten years ago, debit cards were intro-
duced to retailing and today they are a
done deal, essentially fully rolled out to
mainstream retailers. Gift and stored-
value cards had an even faster adoption
cycle once they reached the tipping
point a couple of years ago.

Areas of strong future growth for
payment processing technology
include signature capture devices to
reduce credit card fees taken by banks,
check imaging and e-checks to convert
paper into digital records and contact-
less payment (sometimes called prox-
imity payment or radio frequency pay-
ment) technologies, which replace
swipe cards. Although still in the early
stages, this technology appears poised
for strong growth,

Real-time fraud alerts show a signifi-
cant up tick of interest as retailers rec-
ognize that fraud rings are inflicting
heavy losses as they become more
organized and sophisticated in target-
ing the retail industry. Retailers are
showing increasing signs that they are
ready to right back. ■
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L abor is a retailer’s largest operat-
ing cost after inventory, and the
variability of the store associate
base compounded by double-

digit churn makes it challenging for retail-
ers to manage store labor budgets.
Without access to tools that provide input
and visibility into workforce budgets and
forecasts, store managers cannot easily
prioritize, monitor or manage their labor
resources effectively.   

“Gartner research shows that 24% of
large retailers still use paper-based sched-
ules to staff stores, and 35% use spread-
sheets to manage the process,” says Gail
Daikoku, research analyst with Gartner.

What’s new is that retailers are begin-
ning to allocate more of their IT budget to
the store, including investments in next-
generation, Web-based time and labor
management solutions. Today’s newer
solutions centralize and standardize oper-
ational processes and enable optimization
of budgets and forecasts for planning
across multiple geographies and banners.

“The complexity of optimizing
resources at store level to improve store
execution has moved task management
capability to the forefront of initiatives,”
says Daikoku. “Gartner knows of a few
dozen large retailers who have committed
resources to and are using task manage-
ment applications across all stores to
improve store execution of key projects.” 

BREAKING OUT THE FINDINGS
Retailers are using workforce manage-
ment technology to improve productivity
of stores so they can focus on revenue
growth by having the right staff available
to support customers.  While Tier 1 retail-
ers are the furthest ahead in terms of hav-
ing up-to-date technology or are in the
midst of starting projects, the urgency and
upside is not lost on Tier 2 retailers based
on their intent to start projects. 

Managing accurate time-keeping for a
diverse workforce, which includes many
roles, multiple departments and union
constituencies, is especially critical for
general merchandisers and grocers.
Therefore it is no surprise that these two
segments were the most penetrated in
terms of having up-to date time-and-atten-
dance technology in place (73% for gener-
al merchandisers and  57% for grocers),
which in some cases includes upgrades to
biometric time clocks to curb fraudulent
or unauthorized punches. General mer-
chandisers and grocers also are further
along when it comes to having up to date
scheduling technology in place (53% and
24% respectively), and many projects are
planned or set to be started in the next
two years for all segments.

“Store operations executives confirm

that wages are the top factor contributing
to employee churn,” says Daikoku.
“However, the next most important fac-
tor is store scheduling practices. This 
creates a counter-intuitive challenge for
store managers, who are responsible 
for staffing their stores but also must cre-
ate staffing schedules based on mandated
business rules defined by corporate sched-
uling systems.”

Retailers can clearly benefit from
workforce optimization through the
ability to deliver more accurate sched-
ules, monitor store compliance to sched-
ules and budgets and provide greater vis-
ibility across the company. However,
workforce optimization is complicated
and retailers in the midst of updating
workforce technology are only at the
beginning of their learning process. ■
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T he Internet has opened up the
world to everyone with a com-
puter and a phone connection.
This is good news for retailers

because it gives them another channel to
sell through, but it also means that prod-
uct and pricing information is available
to motivated shoppers with just a click
of a mouse.

Despite record e-commerce sales in
2006, online retailing is still a small
part of overall retail revenue, but it is
growing by about 25% a year and
shows no sign of slowing down. It is a
true growth market to tap into with
several big winners already registering
multi-billion dollar sales (Staples,
Office Depot, OfficeMax and Sears
among them) and retailers who are not
yet capturing their share risk losing a
huge opportunity.

The problem for many brick-and-mor-
tar merchants getting into effective cyber
sales is they often compete with pure-play
online retailers who don’t carry the over-
head costs associated with physical stores
and staff. The differing cost structures
produce a hurdle that traditional retailers
have difficulty overcoming, which is that
pure-play retailers typically allocate twice

as much for IT as their brick-and-mortar
counterparts.

This means the price of entry for late
arrivers is rising each year and the fast-
changing technology that engages
shoppers interactively, such as product
recommendations, live chat, deadly
accurate searches, one-to-one person-
alization and social communities, is
like a moving target that keeps reced-
ing over the horizon.

FOLLOW THE MONEY
Not surprisingly for a study that has

been polling retailers for 17 years,
respondents in our survey say they get
79% of their revenue from brick-and-
mortar stores and just 12% from all
other channels. This is the first time we
inserted this question into the study
and it will be interesting to track this
datapoint over time.

Although online revenue shows up at
just 7% this still represents a significant
chunk of change to our respondents, a
third of which have revenue greater
than $1 billion. As online revenues con-
tinue to grow budget dollars will
increasingly follow.

Evidence of this can already be
found in the high percentage of retail-
ers that are planning to upgrade their e-
commerce platforms from first-genera-
tion systems that provide little more
than facilitating basic purchasing func-
tions for shoppers and offering simple
online management and reporting
tools for retailers.

A quarter of respondents are plan-
ning to upgrade their e-commerce plat-
forms in the next 12 months and
another 15% plan to do it within two
years. This is a high rate of replacement
planning for any technology category,
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Retailing in Transition
THE CROSS-CHANNEL ERA IS WELL UNDERWAY, BUT STILL IN ITS INFANCY
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and even if the numbers are a bit opti-
mistic they still represent a high level of
investment interest. 

ADDING NEW FUNCTIONALITIES
The reason retailers want to upgrade
their e-commerce platforms is to help
lay the groundwork for integrating
Web sites with stores and creating a
consistent customer experience.
Leading the list of priorities in this area
are inventory management, which is
critical if you are going to meet cus-
tomer expectations about product
delivery, and price management, which
is a basic building block of online mer-
chandising. 

However, the cross-channel integra-
tion functions to watch for future
growth are actually at the bottom of
the chart, which is where we frequently
see emerging trends. Promotions man-
agement, an increasingly sophisticated
online tool for merchants, and returns
management, which is the flip side of
online purchasing with in-store pick
up, will definitely move up the list as
cross-channel integration matures.

Web 2.0 is a buzz word that
describes a greater degree of customer
engagement and interactivity than Web
sites have previously had. It’s not as
much of a revolution as the name
implies. More accurately it describes
the natural evolution of the Web into
next-generation technologies, especial-
ly in such areas as logical search and
navigation, recommendations based
on best sellers or previous purchases,
product comparisons and reviews, live
chat and social communities.

THE INTERACTIVE CUSTOMER
Leading the retail wish list for 2007 and
beyond in the area of interactive cus-
tomer functionalities are recommenda-
tions based on top sellers, navigation
patterns, cookies and other immediate
input. Looking forward, retailers see this
area as the one that has the most prom-
ise for improving online sales, because it
focuses on a specific shopper at a specif-
ic point in time.

Increasing customer interaction, a

hallmark of the Web 2.0 concept, also
shows strong levels of interest by respon-
dents. Creating communities on Web
sites has always been recognized as a good
way to increase stickiness and build loyal-
ty. However, the free-for-all nature of cus-
tomer postings has also been viewed as a
management challenge. Today, that is
changing. Retailers now have come to
realize that potential positives far out-
weigh negatives in building online com-
munities, and as a result they are renewing
efforts to engage these visitors/shoppers
as never before.

Tailored recommendations based
on customer history, a function per-
fected by Amazon and Netflix, also

shows a strong level of interest by
retailers. As with other technologies on
this list, accomplishing this to the level
established by Amazon and others
requires sophisticated back-end sys-
tems that most retailers either do not
have or do not have ready for cross-
channel integration.

Overall, the data in this section points
to a picture of an industry in transition —
attempting to change the tires while
going 100 mph.  But the stakes are high,
the profit potential large and the future
at risk. The cross-channel era is well
underway in retailing, but it is still in its
infancy. Buckle up, because it’s going to
be a thrilling ride. ■
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I n a perfect world, retailers should
have a clear path to developing an
advanced, seamlessly integrated
suite of applications for forecasting,

purchasing, merchandising, supply chain
and sales to make their organizations run as
precisely as well oiled clocks. This could be
done through pre-packaged suites or best-
of-breed aggregations. But the truth is a
comprehensive solution like this, which is
analogous to ERP technology in manufac-
turing, is not yet available in retailing.

The most mature parts of the merchan-
dising set of applications are Inventory
Management and Item Management, so
we see a significant amount of respondents
who either have this technology in place or
are planning upgrades.

But assortment planning is a much more
complex task, and the software is still
undergoing development. As it develops,
we see a great deal of retailer interest in
2007 and the next two years.

Two other insights jump out from this
year’s merchandising findings. The first is
that Pricing/Revenue Optimization is defi-
nitely beginning to win over the hearts and
minds of mainstream retailers. 

The second insight comes from the sur-
prising number of retailers who say their
Forecasting systems are up-to-date (26%).
“We know this is not the case,” says
Andrew White, research vice president for
Gartner. “This indicates that too many
retailers are complacent and believe their
systems are good enough.”

In the supply chain area, traditionally
one of the largest spend areas in the IT
budget, Warehouse Management and
Order Management are mature technolo-
gies and up-to-date systems show deep pen-
etration among respondents.

But again, White believes this approach
is not focused on building an end-to-end
system. “There are still gaps that need to be
connected and no evidence there is a sin-

gle-view strategy,” says White. 
Two years ago RFID was hyped as the

technology that will transform retailing
and this year some are calling it a failure.

There is still enormous potential in using
RFID and it is steadily, if slowly, moving
along a normal development vector for a
disruptive technology.  ■

Up to Date Technology in Place Standard Technology Upgrade

Will Start Upgrade Within 2 YearsWill Start Upgrade This Year

Inventory Management 
(ie Replenishment)

0 20 40 60 80 100

Item Management

Allocation

Forecasting

Category Management

Shelf & Space Planning

Assortment Planning

Promotion Management

Price/Revenue Optimization  20%

 17%

 16%

 27%

 21%

 13%

 15%

 23%

 21%

 12%

 15%

 14%

 16%

 19%

 16%

 11%

 11%

 15%

 35%

 30%

 15%

 16%

 17%

 20%

 24%

 26%

 27%

 28%

 20%

 18%

 16%

 21%

 20%

 14%

 14%

 14%

Assortment Planning and Inventory Management 
Are Top Concerns

Up to Date Technology in Place Standard Technology Upgrade

Will Start Upgrade Within 2 YearsWill Start Upgrade This Year

Warehouse Management

0 10 20 30 40 50 60 70 80

Order Management

Transportation Management

Radio Frequency
Identification (RFID)

Supply Chain Inventory Visibility

Logistics Management

25%6%6%

14%

18%

18%

13%

11%19%

32% 16%

13%38%

17% 7%

10%12%

1%

13% 10%

22%

12%

9%

11%
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Precision Converges with Decision
FOCUS ON POINT SOLUTIONS CREATES COMPLACENCY AND RISKS FALLING BEHIND
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H igh Bandwidth to Stores was
considered too costly for most
CFOs to justify as recently as
five years ago, but it is now a

standard tool in retailing — with 49% of
retailers saying they are up-to-date and
another 17% in the process of upgrading. 

Nearly identical numbers for Increasing
Bandwidth at Headquarters (42% with up-
to-date technology in place and another
16% in the process of upgrading)  indicate
that fat pipes are now the norm in retailing,
allowing faster movement of data and 
richer applications. It also means that 
retailer infrastructure investment may be
approaching a maturity plateau where
CIOs can begin to capitalize on previous
investments.

One area that can benefit from this new
phase is Remote Management of IT sys-
tems. Every store is remotely managed to a
degree today, but with upgraded infrastruc-
ture CIOs can layer on new functionalities
to centralize IT management and help
drive down maintenance costs. A similar path is developing with Virtualization, a new technology we

have only been tracking for two years.
With retail IT budgets squeezed tightly
there is little room left to spend on inno-
vation. Virtualization, represents a huge
opportunity for retailers to drive down
infrastructure costs. 

The clearest trend in the findings for
connectivity options is that retailers are in a
multiple choice world. Dial-up is dropping
off the chart as the primary connectivity
option, but it can be useful as a back-up sys-
tem. There is strong interest in DSL, but
also steady plans going forward for T1
lines, Cable and Satellite. Frame Relay
shows a drop-off through 2009, but it is not
as dramatic as Dial-up. 

The big winner again this year is VoIP,
which appears poised to nearly double it’s
penetration in the retail vertical in the next
two years. The big surprise is that the 
percentage (27%) isn’t higher. ■
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High Bandwidth Is the New Norm
THE NEXT PHASE IS TO CAPITALIZE ON PREVIOUS INFRASTRUCTURE INVESTMENTS
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A side from the financial and gov-
ernment sectors, no industry is
more data intensive than retail-
ing. Investment in databases,

data warehouses and infrastructure are on
the rise and will continue to rise as data
usage and storage continue to double
every 18 months.

But there is a disconnect between col-
lecting data and actually putting it to use.
Today, in many organizations, data is scat-
tered across the enterprise or stuck in
silos. Master data is not standardized and
analytical tools have a difficult time aggre-
gating data into a report. 

Although several previous survey points
(covered in the Executive Summary on
pages 4 and 6) show that retailers increas-
ingly recognize lack of analytical tools as
an obstacle and that upgrading data ware-
house/data storage systems is a leading
technology initiative for 2007, the fact is
that on the business intelligence (BI) side
there is no clear-cut roadmap. 

Business Intelligence is still an area of
emerging capabilities, so retailers are
using the full menu of BI options —
Spreadsheets, Legacy Database
Reporting Tools, Internally Built BI

Dashboards/Workbenches and Package
BI Dashboards/Workbenches. The lat-
ter two are areas of future growth and
since there is no clear cut winner
between them it indicates that a hybrid
approach may be favored by retailers,
who are still very comfortable cobbling
together best of breed solutions or writ-
ing their own applications.

As retailers move to get closer to cus-
tomers, they get closer to demand so
they can make better and faster deci-
sions. Best Buy is the poster child for this

approach by first launching an incredibly
successful loyalty program and then min-
ing the data to gain customer insight that
leads to highly targeted product and pro-
motional decisions. Chico’s, which gen-
erates 90% of its sales from its loyalty
card customers, is another success story
in this area.

But most retailers still have a long way
to go to match these successful CRM
programs, and many will probably not
get there because they aren’t good candi-
dates for loyalty programs or they do a
significant amount of cash business. 

As a result, several CRM categories
don’t show a trend toward multi-year
investment growth, such as Tracking
Customer Acquisition, Retention and
Extension, and Segmenting Customers
by Needs Behaviors and Economic
Value. In large part, these are complex,
never-ending endeavors and no silver
bullet is going to provide the perfect
answer for retailers.

And yet identifying top customers and
tailoring products and promotions to
them to increase frequency, recency and
market basket size is what successful
retailing is all about. Know thy customer
is the first rule of retailing. ■
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Centralized Customer Data a Top Priority

No Clear-Cut Path for Analytics & CRM
CUSTOMER INTELLIGENCE IS STILL AN AREA OF EMERGING CAPABILITIES
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