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Speakers:  Swanie Tolentino, Retail Business Process Management, IBM

                   Beth Ann Vaughn, Director, Distribution SWG Industry Solutions, IBM

Swanie:
Hello, my name is Swanie Tolentino with IBM and thank you for taking the time to listen to this short podcast on tips for thriving in today’s economy with Business Process Management.  This is part of a series and today we will be covering the value of using Business Process Management to help retailers take out cost and be more agile in today’s tough economy.  Joining me today is Beth Ann Vaughn.  
Beth Ann Vaughn is IBM’s Global Director of Industry Software Sales for Distribution Sector.  In this unique and broad capacity Beth Ann is the responsible Executive for the overall success of software sales in retail customer products, travel and transportation customer set.  Throughout her career she has held a wide range of sales and marketing roles within IBM with the majority of time spent in the Client Executive profession, (inaudible) Fortune 100 retail and global automotive accounts.  This has resulted in a unique 360* view of our business processes from research and development to marketing to sales to ongoing customer support and service.  Beth Ann I want to welcome you and I’m very pleased to have someone of somebody with your expansive knowledge and experience joining us for our podcast today.

Beth Ann:

Well thanks for having me Swanie.

Swanie:

Let me start with our first question.  Well, Beth Ann, the tough economic challenges have consumers around the world curbing their spending.  How do you think retailers are dealing with how to survive and thrive in today’s tough economy?

Beth Ann:

It’s a very interesting question Swanie.  There are really three key imperatives for retailers and they haven’t changed that much in this environment so they do get harder to accomplish.  They need to create superior shopping experiences because they can’t afford to lose any customers that they currently have.  They need to enable smarter and more efficient customer centric merchandising and supply chains.  So they need to be efficient.  They’ve always wanted to be efficient—now they really need to be because revenues are dropping and costs are increasing.  Also, just overall operational excellence is what is going to get us through these tough times.  
As I say that it is interesting that they have to do these things now in the context of a currently very constrained economic environment and that constraint puts an immediate squeeze on their ability to spend IT dollars.  As consumer spending decreases and the cost of goods sold increases, it becomes even more imperative.  It’s kind of ironic because it becomes even more imperative that they act now to increase the internal operational efficiencies of the company.  It is, in fact, now the way to survive and to keep you head above water, so to speak.  

Clearly in this economic crisis taking costs out of more large pain points is the focus area for any Retail CEO and one of the ways a Retailer could take cost out is to take a good hard look at their business processes, figure out a way to be more efficient, more automated and more accurate and, in fact, more agile.

Swanie:

So, you mentioned taking cost out and this typically means as you mentioned that retailers will have to do more with less and try to have enough cash even to survive.  What are some examples of how retailers, in your mind, are working smarter, taking costs out and being efficient?

Beth:

It starts with understanding what their business processes are and where there is an opportunity.  So, this is looking at processes where they have more multiple fragmented applications, supporting a process where many individuals are involved in executing the process or many manual interventions to fix an issue.  If they find that in any of their processes, then they have an opportunity to improve and to use technology to improve.  The questions is, if you find this kind of process, could you use automation to heat it up or manage the risk or coordinate the tasks?  If the answer is yes, then you have an opportunity to buy BPM technology to improve your bottom lien.

In this case you’ve got a scenario where you might spend a little money in order to save a lot of money.  If they can find this kind of process in their business, then we’ve got the beginnings of justifying a BPM project.

With that said, let me give a specific example of for retail.  I have talked to retailers in the past who said it takes 6-8 weeks to bring a new vendor into their ecosystem and begin to do business with them.  If they’re the hot trend in the market or they’ve got holiday, seasonal items coming up that are going to be hot, nobody wants to miss out right now, given the constrained consumer spending, so if it’s going to take them 8 weeks to bring a vendor on board, they could totally miss the seasonal selling--or the sell cycle.  

How can we improve this?  Well, first of all you have to understand what’s in the 6-8 weeks.  Things like getting the vendor set up in the system by having the vendor apply to do business with the retailer, in application process or the approval process they do a Dunn and Bradstreet lookup to validate that his Business partner is in good standing.  They might do an EDI test to make sure that this Business Partner can do business with them through their EDI partner.  There are specific tests and research that has to be done.

Then there is routing that information and the approval process through their own organization.  With a BPM tool all of this could be automated and managed.  Not all of it.  At some point your manager has to take a look at this and say, yes, this vendor is approved based on the data that I’m being presented with.  Gathering the data and routing it to each individual at the right time with the information they need to make a decision is the role of BPM.  That’s how we can streamline the vendor on boarding process.

There’s an example of how you’d apply this specifically to retail.

Swanie:

That’s very interesting.  You’ve mentioned this as an example of optimizing a process and you’ve mentioned Business Process Management as well.  Could you give me some examples of how actual retailers where we have had successful IBM/ BPM projects and how did they realize business value from implementing BPM?

Beth Ann:

Ok, that’s a good question Swanie.  Business Process Management to me is a discipline of combining software and expertise to continuously improve processes that span business functions or applications.  They span IT systems, they include manual tasks and information and, in other words, specific in retail you can say:  you’ve got a Merchandizing System, you have a Supply Chain Management System and you have a BI Dashboard but what happens when the BI dashboard warns you of an impending out-of-stock?  Well this is when the Business Process takes over.  This is when a human being has to notice what the BI Dashboard is saying and multiple interventions have to take place to respond to that impending out-of-stock condition.  

With BPM in place, you can automate the response so that notices (what the BI dashboard is warning) and then automate the response across all of those various siloed systems such as your Merchandising System and Your Supply Chain System.  You can expedite their response to the condition that occurred in the business.  

We had a retailer over in China.  It’s one of the larger retailers over in China called Yan Sha and they were looking for a way to be competitive especially in the face of their increasingly deregulated local retail industries.  Yan Sha was looking to implemented BPM in order to increase its competitive edge and optimize the supply chain efficiency and their profitability.  To be very specific, they decided to implement a solution using IBM, WebSphere Process Server DB2 in order to automate the communication and collaboration between Yan Sha and their suppliers around order management.  Once they put this business process into the Business Process Server and substantiated the automations in the work flow, they were able to reduce their orderly time from 2.5 day s to 4.5 hours.  They improved order acknowledgement rate from 80% to 99% and they reduced the order error rate from 9% to 1%.  When they put all of that together and they look at their business metrics, they found that they achieved the ROI for their project in 9 months.  I think that’s a great example of how we applied IBM/BPM to retail.

I have another one I’d like to talk about which is at Mark’s Work Warehouse in Canada.  Mark’s Work Warehouse is a chain that specializes in men and women’s wear outdoor apparel and industrial work wear or uniforms.  They have approximately 400 stores.  They use BPM to automate the process.  When a customer comes into the store and the particular uniform that they’re looking for is out of stock; with again IBM Process Server and some ISIS W Lab services interacting with their systems, they were able to build a more efficient search for product availability across the entire enterprise—store to store, distribution center to distribution center, warehouse to warehouse-they were able to locate the product more effectively.  They were able to improve communication of order information to fulfillment and they were able to improve management  or lifecycle of management of exceptions and alerts as this processplayed out.  

In the case of Mark’s Work Warehouse they calculated their savings to be $250,000 Canadian per month.  For them it was a 6-month ROI on the project and the individuals who sponsored the project received (it was so successful in their mind and the saving was so significant) one of their Company Awards of Merit for the project.  It’s really distinguished in terms of the business results that they were able to deliver with this project.  This is a good chance for me to also state, Swanie, that this customer will be with us at our Impact Conference in May and they will be telling their success story there.  I think it’s one that I know everyone will want to listen to because it’s interesting to sit and listen to technology presentations but it’s more interesting to listen to a customer tell us how they used the technology to improve their business.

Swanie:

That is very impressive.  It’s been very helpful in making me understand what getting more with less in the context of achieving consistent improvement despite today’s tough economy.  Thank you for taking the time to share this with us and I hope all you retailers out there listening to this can get some idea as to how you can take cost out and improve your bottom line from optimizing your processes.  

Beth Ann: 
Swanie it was my pleasure to be here. Thanks.

Swanie:

For you out there, take the time to download other podcasts in the series on how BPM can help companies and other industries.  For more information go online at www.ibm.com/software/innovate.  It’s been a pleasure to bring you today’s feature on tips for thriving in today’s economy with Business Process Management.
