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Abstract

Business analytics, reports and measures give retail organizations the tools
they need to develop company-wide strategies, put plans into place and track
performance against objectives. They can identify patterns, stock the right

merchandise, measure performance across channels and connect with customers.

By building intelligence into the system, retailers, manufacturers and suppliers can

eliminate inefficiency and waste at every step of the chain.

Introduction

Changes in market conditions and economic uncertainty have forced consumers
to make tradeoffs and alter their spending and shopping habits. As a result, more
than ever, retailers have to stay on top of trends and better manage their customer

relationships, operations and financial performance to maximize profits.

Indeed, the new economy can be an opportunity for retailers to work smarter to
deepen relationships with their most loyal and profitable customers and to leapfrog

other chains to attract and retain shoppers.

Chains have invested millions in store, merchandising, supply chain and supporting
software applications to help them improve performance. This approach has
improved efficiencies, centralized data storage and collection, and streamlined key

processes.

Yet for the volumes of data they generate, these systems have not delivered what
retailers truly need: complete visibility so they can gain insight and make the right

decisions - as quickly and frequently as consumers and market conditions change.

Retailers not only need to integrate and analyze their data. They must also extend
the planning process to all stakeholders within the organization, so everyone
collaborates to articulate goals and track performance across departments, channels

and geographies.
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Business problems

Your questions

* How to improve store operations, profitability and investment return?

* How to increase marketing effectiveness?

* How to optimize capital investments and operational plans for stores?

* How to uncover complex relationships between products and customers?

* How to align merchandise planning with corporate strategy and customer

demand?

Our answer:

With IBM Cognos performance management, retailers can link operations,
marketing and merchandising with finance so that all parts of the organization are
working together. This strategy allows everyone to manage to a single set of financial
goals and business objectives; measure performance; and drive positive outcomes

company-wide.

More specifically, IBM recommends five performance management reports to

answer the critical business questions.

Through the integration of reporting, analysis and metrics, these insights provide
the visibility retailers need to improve operations and meet profitability objectives -

while providing the best shopping experience for customers.

Retail organizations can make smart bets to maximize investment, optimize store-
level assortment, improve product selection and quantities, and manage to a single
set of financial goals. The result can help them achieve sustainable, profitable
growth.
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The solution

1 Financial workbench dashboard

The financial workbench dashboard allows retailers to integrate operational plans
for stores, merchandise and promotions with three key financial statements: P&L,

balance sheet and cash flow.

It provides a complete view of the business from both a financial as well as a
strategic point of view. It allows management, for example, to compare the current
year plan to the actual outcome. They can track results using metrics, across

product lines, channels and divisions for a given time period.

The dashboard gives retailers insight into performance, and helps them understand
how to better control costs by looking at plans, what-if scenarios and actuals. The
financial numbers roll up into a set of high-level KPIs, giving them the tools to

more accurately measure business results.

Management can monitor upward or downward financial trends, and drill down
into these results to understand why theyre happening and take steps to improve

performance.
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2 Capital investment report Retail organizations need to know whether they're seeing return on investment for
store or facility development initiatives. Using the capital investment report, they
can analyze their investments and determine whether they’re having a positive

impact on performance and costs.

For example, if a chain wants to implement a green initiative at stores to reduce
energy costs, management can use the capital investment report to look at

upgraded ‘green’ locations in comparison to their other stores.

In this case, the report allows management to monitor the effectiveness of the
capital improvements by looking at changes in utility costs. If the green locations
are coming in lower, this shows a positive ROL Following on this success, the

project could be rolled out to more stores for even greater savings.

Green Initiative Report Card $106,784

First 4 Green Months  Last4 Traditional Months  Utilties % Change in Green lMonths  Last 4 Traditional ot $106,123
Utilities: Utilities Variance Utilties nor Honths NOT Variance  NOI By
preen Sores; $212,907
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Auburn §174,73% s169,301 227,362

Wellington 170,831 $169,193 915,316

Et. Lauderdale $171,097 $169,635 948,947

Boca Raton $172,103 s71,519 82,34

Coral Cove s185,751 s185,150 : 919,087

Hemphis $173,755 173,78 (s27) 883,633

‘Birmingham s172,021 s172,730 932,36 981,409

Boynton Beach $168,115 168,939 859,211 967,908

Delray Beach s169,523 170,94 234630 1,085,555
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Davie $170,385 s173,014

Roswell 2 $171,474 $174,711

3 Merchandise planning and analytics report Retailers recognize the need to improve operational efficiencies and cut costs.
Smarter chains are also focusing on their customers: understanding what appeals
most to their loyal advocates, attracting new shoppers and determining what is

important to those looking to shift their loyalties.

A critical area is merchandise and assortment planning. This is always a balancing
act. Planning may be needed months in advance to procure stock. At the same
time, supplier capacity and customer preferences change all the time. Retailers

need the agility to react to these market trends in an instant.
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Chains also need the flexibility to introduce new products into their assortment
or develop promotional offers to move inventory when needed. They also need

to be able to analyze performance down to the item level to see areas that need
improvement. They need to, for example, measure against previous year plans, or

across similar products or geographies.

The merchandise planning and analytics report offers an in in-depth view of
performance by product. Using the product heat map, management can analyze the

effectiveness of the financial merchandise plan by specific season or time frame.

By comparing forecasted plans and actuals and by looking at year-to-date sales by
product line or department, retailers can see whether specific products are meeting
financial goals and objectives. This allows them to update the product mix and
optimize the merchandise plan - so the right products are in stock at the right

place when customers want them.

Division 1 Home Theatre, Division 1 Entertainment Media, Division 1 Lifestyle Products, Division 1 Home Office

Products Heat Map
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4 Market basket and sequencing analysis
report

A sound product mix is essential for merchandising. Retailers want to make smart
bets to maximize their investment - the right mix of products must be available at

the right time and place.

Conducting market basket and sequencing analysis can help management make

more informed, smarter decisions.

These sophisticated retail analytics uncover complex relationships between
products and customers in relation to stores, merchandise and promotions.

So management finds answers to critical questions: What is driving the typical
shopping trip, buying decisions and product affinity? How do different customer
segments vary in shopping motivations? How can we increase frequency and

basket size?

Chains can use the report statistics and results to create promotional activities that

better anticipate customer behavior and improve sales and margins.

Market Basket Analysis
Cluster: |NAME v|  Driver Item: [Sonic DTC Digital Advance ~|
Driver Item [ Implied Item | Combine Volume | Combined Actual Revenue | support | Confidence | LIFT |
Sonic DTC Digital Advance Computer Desk I $41.82M $165,903.96M  1.51% 175.76% 58
Computer Desk Ultra $115.04M $456,570.14M | 35.60%  825.76% 198
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D2G Art Studio Pro $41.82M $165,862.4IM  5.71%  325.00% 76 Froducine:  [Product Lne E]
Profitability by State
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D2G MP3 Battery Pack $167.25M $663,468.5M | 6.04% 1,342.42% 445
D2G Office Pro $41.84M $165,877.08M  1.51% 175.76% 47
D2G PDA Keyboard $52.27M $207,325.89M 3.14% 326.36% 84
D2G Performance System §31.38M $124,394.52M  4.29% 225.00% 158
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5 Customer profiling report

Understanding consumer needs and ensuring the best shopping experience
are critical to growth. Business analytics provides the enabling technology that
lets retailers see the big picture, trends and details, so they can make informed

decisions and improve the overall shopping experience.

Using the consumer profiling report, management can analyze sales activity to
determine how best to work with the customer and what types of offerings to
make available. This insight can help them understand what motivates different
consumers to shop. This in turn allows them to optimize the product selection and

availability that customers want.

Insight into customer behavior and trends ultimately improves sales and increases

baskets, and by extension increases loyalty and profits.

Customer Segmentation
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About IBM Cognos Bl and Performance Management

IBM Cognos business intelligence (BI) and performance management solutions
deliver world-leading enterprise planning, consolidation and BI software, support and
services to help companies plan, understand and manage financial and operational

performance.

IBM Cognos solutions bring together technology, analytical applications, best
practices, and a broad network of partners to give customers an open, adaptive and
complete performance solution. Over 23,000 customers in more than 135 countries

around the world choose IBM Cognos solutions.

For further information on IBM Cognos solutions for retail or to reach a

representative: http://www.ibm.com/cognos/retail

Request a call

To request a call or to ask a question, go to www.ibm.com/cognos/contactus. An

IBM Cognos representative will respond to your enquiry within two business days.
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