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Some might think that the Internet’s amazing growth rate means that it’s already an “everyday
retail resource.” But that very growth has created significant challenges for retail technology
executives, who are faced with a dizzying array of technology decisions, all of which need to be
made in “Internet time.” All of the talk about the Internet and its potential for business can
seem confusing and overwhelming.

The Business Internet can help cut through this confusion. Its goal is straightforward: to help companies make the
Internet a part of their everyday operations, through a combination of software, services, and expertise, in order to
realize the possibilities of the digital economy.

Many companies today—no matter what their size or industry—are looking toward Web technologies to achieve their
business goals. They want to become more focused on their customers, to attract and maintain the best workforce
possible, and to give their employees the tools to succeed. In addition, they want to maintain flexible internal infra-
structures that allow their organizations to adapt, quickly and effectively, to changing market conditions.

The Business Internet, and Microsoft’s Digital Nervous System, is about companies using technology, services and
partners to deliver solutions. The Business Internet can give retailers the ability to move processes online, connect
to suppliers and partners, understand and respond better to their customers, and empower their employees with
quick delivery of critical business information. This special supplement provides practical examples of how compa-
nies are employing the Web-based solutions that turn these goals into realities.

Tom Litchford
Retail Industry Manager
Microsoft Corp.
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said Schmidt. For example, aretailer
running a multi-store promotion would
be able to use the BizTalk Server to
access store-level sales information
quickly enough to support dynamic

Windows DNA 2000

that traditionally have built client/serv-
er applications moving to a Web-host-
ed model,” noted Microsoft’s Kaske.
Such amodel “reduces the complexity
and cost of accessing arich set of
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restocking efforts, or even to change
the promotion’s parameters, while the
event is still taking place.

In addition, “XML will be used
for al the customer-facing Web sys-
tems—it will be the way retailers get
information out to their customers on
the Web,” Schmidt explained. While
Web pages have traditionally been
created using HTML (HyperText
Markup Language), the ability to
“separate the way the page looks from
the data that’s actually contained in it
will be done via XML,” he said.

Thinking Small
Another important aspect of the
Business Internet isthat it offers
smaller companies, which may not
have the information technology
resources to manage sophisticated,
feature-rich applications, the opportu-
nity to access them via the Web.
“We're seeing software vendors
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Exchange

Other Database

application functionality that was tra-
ditionally only available to large
retailers,” said Kaske.

Small retailers can combine the
Windows 2000 operating systems and
SQL Server products, along with
applications from partnering technol o-
gy vendors, to significantly streamline
their operations.

“Companies can automate their
expense reporting and their procure-
ment, and can handle employees
access to human resources information
online, letting them fill out ‘forms on
their intranet,” said Schmidit.

What’s In Store
As more applications move to an
online hosting model, and as band-
widths expand that allow greater use
of audio and video, these B2E pro-
grams can also be expanded to meet
retailers’ specific needs.

High turnover levels are an issue

in many retailing channels, requiring
fast, easy-to-use training programs to
quickly acclimate new employees.
Web-hosted applications could pro-
vide “training on demand that takes
advantage of streaming media,” said
Schmidt, noting that store associates
or others in the organization can view
video presentations that help them
understand, and more effectively sell,
new products.

In addition, videoconferencing
capabilities can be provided on a
manager’s PC with programs such as
Microsoft's NetMeeting, he noted.
“This gives people at, for instance,
two different stores the ability to
share applications during the meeting.
They can call up a document and say
‘Have you noticed this part of the
marketing plan? They can also show
a photo of a shelf set to point out a
design or merchandising feature.”

Making such capabilities part of
basic retailing operationsis also an
important part of the Business
Internet. “Integrating the store envi-
ronment with the rest of the enterprise
isacritical element of bringing
processes online,” said Kaske.

Such a scenario could involve tak-
ing data gathered at the point of sale,
moving it via an intranet to a data
warehouse, making it accessible to
business intelligence tools and having
it inform decision-making throughout
the enterprise. When that happens,
“retailers can do better customer man-
agement and have more targeted pro-
motions, because they understand the
requirements of what customers are
asking for from them,” said Kaske.

In the long term, adopting elements
of the Business Internet “gives retail-
ers amore flexible business model,
because they can continually add to
their operations by using the Web,”
said Kaske. “Many retailers still see
their bricks-and-mortar operations
very separately from their Web-based
businesses. We see it as the same busi-
ness, but with a different medium
available to exploit that business.” [
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Beyond Supply Chain Savings

Retailers and suppliers have been trying to shorten the supply chain since the first

farmer loaded his ox-cart with grain and hauled it to a dusty village bazaar, so it’s
natural that the first wave of business-to-business Internet solutions have focused on

enhancing supply chain efficiencies.

Restaurant retailers
can access
business-critical
applications from
the Web through
Radiant Systems'
FoodEnterprise.com,
an industry-specific
portal.

As important as these efforts are,
they only use a fraction of the Web's
B2B power. The Business Internet
concept of B2B interactions includes
increasing the visibility of not only
the manufacturer-retailer supply
chain but also looking further
upstream, into the supplier’s supply
chains. Thislevel of dynamic collab-
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‘ oration can reduce inventories by

keying supply to actual store sales—
so both retailers and suppliers are
making what they sell, not selling
what they make.

In addition, B2B trading exchanges

T o oo o s e el access to their alow retailers of any size to source
SR — % & .7 | employees' products and find new suppliers
e | U I w ™ schedules. armed with little more than a Web

browser. Suppliers, in turn, get access
to amuch wider universe of retailers.

The Ultimate Sticky App

Radiant Systems has introduced the
concept of a Vertical Solutions Portal
(VSP) that combines multiple B2B
services that are specific to a particu-
lar retail channel. The Atlanta-based

and transmit || [Bg] eten company has targeted its first VSP,
purchase orders. i e FoodEnterprise.com, at the restaurant
i industry.

Bross cotabgaf
vugplir tams and

“Our VSP model provides a verti-
cal community for business owners
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with specific interests, like restaurant
operations,” said Scott Kingsfield, Vice
President of Marketing and Business
Development at Radiant Systems.
“FoodEnterprise.com brings industry
news, training content, core business
applications and online transactions
together under one umbrella.

“Right now a restaurateur must
access severd different websites to
make purchases, view industry content
and subscribe to core business applica-
tions,” he added. “Our V SP provides
everything you need to run a business,
including labor scheduling, inventory
and recipe management, financials and
merchandising. It istruly a‘sticky app’
that will be used 10 times a day.

“We work with thousands of restau-
rant managers on adaily basis and
truly understand their business needs,”
said Kingsfield. “Restaurants offer a
very complex operating environment
and we want to smplify it as much as
possible. In addition, there's tremen-
dous turnover in these positions, so it's
great to offer them one place to man-
age their business.”

“FoodEnterprise has changed the
quality of life for our managers,” said
Keith Schlabs, Director of Operations
for the Flying Saucer restaurant chain.
“Before we began using this system,
we had to hand-write 11 individua
spreadsheets every week and fax them
to our corporate office, where they

were re-keyed into their computer.
Now FoodEnterprise does 70% of the
work automatically with no wasted
time completing paperwork. And best
of al, it quickly compilesthe datain
concise reports so we can closely fol-
low our salestrends.”

“I likethat | can look over my busi-
ness figures any time of the day, and
from any location, to see how sdlls are
going,” said Bryan Quandt, President
of Dynasty Capital Management’s
Huddle House, a restaurant chain and
FoodEnterprise.com user. “The system
will aso help me keep track and con-
solidate information coming from my
multiple franchises.”

Besides such internal business ben-

business-to-business

Electronic

marketplaces—
designed to leverage the Internet's connectivity for
supply chain functions ranging from procurement and
planning to collaborative design work—are beginning
to come online in several industries.

In the apparel industry, SoftgoodsMatrix, developed by
i2 Technologies, Dallas and launched in February, has
signed on VF Corp., Greensboro, N.C., as one of its
“anchor tenants.” The $5.6 billion clothing manufac-
turer is seeking to communicate more efficiently with
both its own suppliers and its customers, the retailers,
with the goals of lowering overall costs and speeding
up supply chain response times.

“For VF, we believe the true power of the Internet lies
in the creation of powerful new e-business forums that
bring industry participants together in a dynamic trad-
ing environment,” said Mackey McDonald, Chief
Executive Officer of VF Corp.

“VF’s biggest immediate issue is that they want to do
better direct procurement with their suppliers and bet-
ter collaboration with their specific retail partners,” said
John Sailer, Director of Marketing for i2. The company
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will use the Web-enabled marketplace to share forecast
and planning information with its trading partners.

“We expect to reduce material costs and inventories,
and gain tremendous flexibility in our sourcing capa-
bilities by using SoftgoodsMatrix,” said McDonald.

As more of VF's customers sign on to participate in
SoftgoodsMatrix, the manufacturer will seek to share
information about product designs, product assort-
ments and deliveries with retailers. In addition, VF’'s
participation in SoftgoodsMatrix will allow the compa-
ny to “interact with suppliers who may not be their
direct suppliers in order to do some dynamic sourcing,
as well as to find new channels to sell in beyond their
current channels,” said Sailer.

The Internet’s accessibility around the world makes
such expansion not only possible but cost-effective.
“Look at electronic data interchange [EDI],” said
Sailer. “It's a one-to-one, point-to-point technology. But
with electronic marketplaces like SoftgoodsMatrix, you
can do total end-to-end relationships, of a thousand
suppliers and a thousand customers. Communication
can be one to many or many to many.”



efits, the VSP can dso facilitate the
retailer’'s move into B2C applications.
“If arestaurant has an offering that
lendsitself well to catering, we can
leverage existing systems and data to
develop a storefront where businesses
or individuals can purchase items
directly,” said Kingsfield. “The
Internet orders are processed by the
same system that operatesin the

=
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Format Freedom

Another B2B solution provided by
InfoAccess.net, Cleveland, is currently
taking cost out of the supply chain and
improving internal operations. The
company’s Order Management
Services (OMS) let retailers send doc-
uments in virtualy any format, “trans-
lating” so that suppliers receive them
in the formats they prefer.

Retailer
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Order Management Service
¢ Any-to-Any Conversion
* Order-Invoice Matching
» Data Verification
* Data Correction
» Data Warehousing
* Analysis (CPFR)

CEO of InfoAccess.net. “We offer a
sarvice that alows trading partners of
al sizes and technical sophistication the
capability to send and receive data the
way they prefer it aswell.”

By operating as a neutra third party
between trading partners,
InfoAccess.net calsitself “aservice
that facilitates e-business,” said Schnell.
He outlined how the service works.

EC/EDI
Capable
Distributors

Fax : gep;i:lrziz:;ion (VMI) Fax Non-EC/EDI
Mail ; Mail Capable
Documer&tTrackmg Distributors
Telephone pport Center Telephone

InfoAccess.net’s Order Management Services enable retailers and their trading partners to electronically send and receive
accurate orders, invoices and supporting documents regardless of electronic capabilities (EDI, XML, FTP, internet/web,

e-mail, fax, paper, and voice).

restaurant, and depletes inventory in
the same manner, so the restaurateur
knows when to order more inventory.”

In the very near future, Radiant
Systems will broaden its focus to
other retail channels, including conve-
nience stores. Radiant has partnered
with Microsoft to aggregate the ele-
ments that make up a VSP, and the
Microsoft partnership is helping
Radiant move quickly in these areas.
Kingsfield credits Microsoft’s plat-
form architecture, especialy the
Windows 2000 and Windows DNA
[Distributed iNternet Applications
Architecture], with providing a plat-
form that can be expanded to other
retail verticals quickly.

Although OMS s arelatively new
service, it is already handling signifi-
cant volumes; the 175,000 documents
processed by InfoAccess.net’s
Microsoft-centric application engine in
March had atotal dollar value of more
than $340 million.

While many of the largest retailers
have dready-established business
rules, and sometimes their own
extranets, to handle communications
with their suppliers, other retailers lack
the clout to force their suppliersto
communicate the way they want.

“How does an 800-pound supply
chain gorillasend and receive their
information? Any way they want,” said
Ed Schndll, Managing Director and

Retailers create purchase ordersin
their own system. Instead of sending
them directly to suppliers, they are sent
to InfoAccess.net’s E-Business Center
in aformat that the retailer prefers,
such as XML, EDI, e-mail, FTP[File
Transfer Protocol] or viaa private
extranet. “They’re using the Internet,
so the communication is free and our
extranets are private and secure,” said
Schnell.

InfoAccess.net’s robust OM S appli-
cation engine uses SQL Server 7.0to
facilitate its transaction processing. It
aggregates the purchase orders and
enables them to be sent to each suppli-
er, in the format they prefer and fol-
lowing their business rules. “OMS has

The Business Internet 9



the ability to handle ‘eaches’, cases,
pieces, units, tons, barrels, blocks and
layers, to name afew,” said Schnell.
Orders can even be faxed to small-
er, less technologically sophisticated
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The Complete
Market Sobutson for the

suppliers, and InfoAccess.net is set up
to be able to receive faxed confirma-
tions and invoices back from these
suppliers and relay those confirmations
back eectronically in the origina
retailer’s desired format.

In addition, the information travel-
ing back and forth is data warehoused
s0 InfoAccess.net can match inbound
invoices and shipping notices to their
corresponding purchase orders. The
company aso offers data validation
Services to ensure invoice accuracy.

“One of our value-added servicesis
that we' Il “bounce’ an invoice back to
the sender if it'swrong, i.e. if it doesn't
match the purchase order,” said Schnell.
“That's awin for both parties, because
we're able to help prevent invoice
deductions. When an invoice mistakeis
not rejected immediately, it costs every-
one later on in the revenue cycle.”

He noted that when companies

ard killars e FEEIETIER

ruepEE.

B A W T W L R R ML LS S §RE PR
WA W R JRN A ST [ S AR T B e e e
FOATHD | S e ey, e st p o A e o pan g
Ay g gl oo sy gl ok i gy o bl b e

T LE MR S Sl

Sofigoots industry [

i e e a e
iy wrn b mr ek ek g e E e badeg g e g il g b

B A ) e R e S EE DM R al A A
AT AR T PSSR N PR TR FE L PN
pa el g g e g gl Ry R by D ey by
e L L R b e T g ey e e ]
om0 ey ne s e, ey e ey o iy A e e e B

AW B HEN G U MRS § B

= Nuity i

SoftgoodsMatrix, i2’s B2B trading exchange for the apparel industry, offers numer-
ous collaborative opportunities to move product more quickly through retail stores.

information in a data warehouse,
InfoAccess.net is aso ableto offer
sophisticated data analysis, using OLAP
[Online Analytical Processing] based on
Windows NT and SQL Server. “We're
able to use Microsoft Exchange as a
way to send messages containing con-

begin using InfoAccess.net’s service,
as much as 16% to 20% of all invoices
are ‘bounced’ for some businessrule
infraction. “90 days after using the ser-
vice, that number generally drops to
about 5%, enabling us to offer invoice
accuracy Service Level Agreements
(SLAS) to aur clients,” said Schnell.
“We upload the data right into the
sender’s system, so they don’t have to
have an army of accounts payable peo-
ple taking care of these things.”
Because the company maintains the
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tent-rich data ‘ cubes,’” said Schnell.

The benefits can accrue to both
retailers and manufacturers. When 3M
began using InfoAccess.net’s service,
savings achieved with the first 1,000
suppliersincluded reallocating 25
people from the company’s accounts
payable department and saving $1.5
million annually, according to
Schnell.

The Ready-to-Wear Web
A solution that leverages the power of

large companies’ B2B Internet
exchangesis being provided by i2
Technologies, Dallas. SoftgoodsM atrix
is an electronic marketplace for al
entities in the soft goods industry.

“That includes the textile and fiber
companies, downstream to apparel
manufacturers, brand owners and
retailers—ultimately it could move
down to consumers as well,” said John
Sailer, i2's Director of Marketing, not-
ing that the marketplace, introduced in
February, includes apparel, footwear,
accessories, home fashion, floor cover-
ings and team sports apparel.

Through SoftgoodsM atrix, i2 offers
avariety of supply chain services, rang-
ing from procurement to fulfillment.
“All the services we're providing in
these [Internet] marketplaces are based
on services we' ve been deploying in
non-hosted environments over the past
three to four years,” said Sailer.

Currently, SoftgoodsMatrix has two
“anchor tenants,” apparel manufactur-
ers VF Corp. and Warnaco. Sailer
explained that SoftgoodsMatrix would
begin by focusing on the supply chain
requirements of these and other com-
panies, in order to “enable those ser-
vices for a private marketplace. As we



