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Who Responded

The respondent pool for the 2009 Retail Technology Study consists of more
than 80 senior-level retail executives who have significant responsibility for I'T deci-
sion making in their organizations. Of the total, 28% are C-level executives and 22%
are vice presidential level for the IT department. This means that the largest portion
of our respondent pool is comprised of executives who are the senior-most deci-
sion makers in their organizations when it comes to IT matters.

In addition to job titles, all retail segments are well covered and help us reflect a
broad spectrum of insight across the industry. We see 21% are in specialty, 20% in
specialty soft goods, 16% in grocery, and 9% in specialty hard goods.

While it is important to achieve a good mix of respondents in each of the annu-
al revenue categories, the truth is the study is best served when there is a slight bias
toward large retailers, because these are the engines that drive the wheels of IT in
the retail industry. We achieve this goal with 40% of respondents saying that have
more than $1 billion dollars in annual revenue. The rest of the respondent pool is
roughly divided in categories between $50 million and $1 billion.

This year we added a new demographic — number of stores in the chain. The
bulk of our respondents, 58%, have at least 100 stores. The average number for all
respondents is between 244 and 377 stores.
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ABOUT GARTNER

Gartner Research is a leading provider of research and analysis about the global
information technology industry. It worked with RIS to bring out this study,
which was conducted during the first two months of 2009. In conjunction with
the 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 mean-
ing 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. m
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Year of Reassessment,
Reallocation and Cost Containment

CUSTOMER-CENTRICITY, PCI COMPLIANCE AND MULTI-CHANNEL COMMERCE
INITIATIVES RISE TO THE TOP OF IT BUDGETS IN A TOUGH YEAR.

The year 2009 will long be remembered as a time of great challenge
for retailing as a whole and the retail CIO in particular. No one wants
to focus on doom and gloom on a steady basis, but as of this writ-
ing there are few positive economic signs to point to on the horizon.
The stock market continues to produce daily declines, the revalua-
tion of housing has yet to stabilize, and the consumer continues to
remain stingy on all but the most necessary of purchases and only

buying items on deep discount.

So what’s in store for 2009? Will
retailers slash their I'T budgets in a des-
perate bid to improve their income
statements? Slash, no, but they will defi-
nitely reassess, redirect, reallocate and
remove costs as much as possible.

However, here’s why 1 don’t see
overall IT budgets decreasing dramati-
cally in 2009:

* Customer-Centricity is STILL the

dominant strategy today in retailing.

In all but the smallest retail formats

Store-level Investments to Improve Customer Experience

Key Business and IT Stategies for Next 18 Months

Customer Satisfaction/Experience

Cost Management - Reduce Costs
in Every Aspect of Enterprise

Workforce Efficiency/Productivity

Store/Network IT Systems Security

Cost Management - Using Technology to Reduce Costs

Store-Level Inventory Visibility/Efficiency

Reducing Shrink/Improving Loss Prevention

Reducing Out-of-Stocks

Supply Chain Visibility/Efficiency

Growth Through Store and/or Online Expansion

68%
62%
55%
42%
35%
35%
32%
31%
31%
29%

25%
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BY JEFF ROSTER, GARTNER
RESEARCH VP IMS, RETAIL

this requires technology enablement
to successfully carry out.

e PCI compliance is a major focus in
all tiers and subsectors in retailing,
and it requires ongoing investments
in consulting, hardware and software.

¢ Predominance of first-generation
e-commerce platforms still exists
across all tiers and subsectors, which
requires significant upgrading or
replacement.

MAJOR STUDY THEMES

Among the findings in this year’s study,

highlighted here and analyzed in greater

detail in the following pages, are:
e Customer Satisfaction and
Experience has occupied the top slot
on our list of key strategies for the last
few years. It’s a very positive sign that
even in these economic times these
high-level strategies remain on the
front burner.

= Cost reductions are sweeping across
organizations, and since many of these
initiatives are technology enabled it
actually leaves IT in a better position
than most other departments.

* Multi-channel initiatives will get sig-
nificant attention over the next three
years, which represents an ongoing
transformation that shows no signs of
slowing down even in a challenging
economy.

e Overall, we will see a softening in
IT spend, but it won’t occur uni-
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Top 10 IT Initiatives
Started in 2009

2719 | Real-time reporting of key data

2 l% Creating enterprise-level performanFe
dashboards for headquarters executives

17% | Kiosks

169 | Pos software

15094 | Voice/digital bandwidth

1594 | POS hardware

15094 | Portable inventory terminals/scanners

1494 | Loss prevention

l 4% Creating targeted performance dashboards

for regional and store managers

14%

Centralizing customer data/intelligence

Obstacles That Stand in the Way of Improving Efficiency

Capital constraints

“Spaghetti” application architecture

Insufficient skills or people resources

Legacy hardware and software isn't
being replaced at corporate

Legacy technology at the store level

Rising cost maintenance from IT vendors

Lack of analytical tools and technologies

Inadequate data management systems

Lack of a packaged retail-specific ERP solution

69%
44%
38%
34%
31%
31%
27%
22%

17%

20 30 40 50 60 70 80

formly throughout the industry.
Aggressive adopters and grocers, for
example, still plan on increasing their
overall IT spend

NO SHORTAGE OF OBSTACLES
The economic uncertainty gripping the
industry has scrambled our annual list of
obstacles that stand in the way of
improving efficiency, which we have
been tracking for several years now. No
surprise that concern about Capital
Constraints sits atop the list this year,
moving up from the number two slot in
last year’s ranking.

Insufficient Skills/People Resources
falls from first to third place on the obsta-
cles list as turnover and retention fade to
the background in recessionary times.
With the economy in the shape it is in,
most of us are just happy to have ajob and
we aren’t about to complain about not
having enough staffing resources to cope
with current workloads.

Spaghetti Application Architecture
moves up the list from third to second
place this year, but not because it made a
dramatic leap in interest level. The rea-
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son for the move is that Insufficient
Skills/People Resources incurred such a
dramatic drop. Spaghetti Application
Architecture actually holds relatively
steady interest year over year.

TOP 10 IT INITIATIVES

STARTED IN 2009

I've spent the last six months worrying
what answer I would give to the ques-
tion: What are retailers working on in
2009? “Nothing” was the most common
answer [ received from my blog and twit-
ter efforts. While I understand it’s
become fashionable to deliver negative
news in this environment, fortunately
the real answer to the question is much
more positive.

The new initiatives can be summed
up in two words: customers and data. A
fair number of retailers are still wrestling
with long-term POS and kiosk projects,
which focus on improving customer
service and satisfaction. And a larger
block of retailers is wrestling with con-
cerns surrounding data: How to find it,
speed it up, and make it available to
wider audiences within the organization.

SO WHERE DO

WE GO FROM HERE?

This year will be a time of phenomenal
challenges to the retail community.
We will see more retailers fall this year,
like Circuit City and so many others.
And as they pass from the scene their
competitors will grow stronger.

We will see many retailers close
unprofitable stores. Some will claim
this is another sign on the pending
retail apocalypse. While others, me
included, believe this is a healthy
development. It’s the pruning of the
orchard in preparation for the next
crop. Some of these stores should have
been closed years ago. Better late than
never.

We will most likely see housing val-
uations remain fluid and 401Ks still
depressed. But those of us in the
industry need to buckle down and per-
severe. And we will.

Finally, we need to begin prepara-
tions for a coming upturn. Despite all
the doom and gloom a rebound will
happen. And smart retailers will be
ready when it does. m
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JOE SKORUPA

Gauging Economy’s Impact

RETAILERS REACT TO MARKET GYRATIONS IN PLANNING 2009 IT BUDGETS

Is it possible 36% of retailers had revenue decreases in 2008? It is
when you recall that the fourth quarter of 2008, which usually per-
forms as the goose that lays retailling’s golden egg, took a historic
nosedive in October, November and December.

Still, 38% of respondents were up in
revenue year over year and the rest
recorded flat sales. Will this happen
again in 2009? Not likely. The reason is
last year’s nosedive was faster and steep-
er than anything ever seen before, and it
occurred just as retailers headed into
the holiday season. Even retailers with
real-time systems could not adjust that
quickly. No one could.

The whipsawing of shoppers by a
credit meltdown, massive Wall Street

Is this a reason for optimism in
20092 As far as profits go, the answer is
“yes.” Revenue? Not so much. It will
take a few years to reverse the econom-
ic contraction occurring today through
store closings and a sharp consumer
reluctance to spend, but smart retailers
have now caught up with the trend and
are now fully prepared to adjust to cur-
rent demand levels while at the same
time focusing on productivity and effi-
ciency to protect margins.

2009 or stayed the same as last year.
This is a solid majority for a political
election, but it is far from par compared
to previous years. Typically, we find
retailers report year-over-year I'T budget
decreases in the single digits. This year
the figure is a whopping 36%, which
closely corresponds to those who
reported depressed revenue in 2008.

Digging deeper into budget alloca-
tion for 2009 we find the largest chunk
going to internal staffing. Good, skilled
staffers are worthwhile investments in
any economic environment and worth
the resources to retain them.

There are no surprises in other areas
of IT budget allocation, including hard-

Detailed Allocation of IT Budget

17%
Infrastructure
30%
Store
Operations

Administration

11%
Marketing &
Customer Support

16%
Merchandise
Management

13%
Supply Chain
Management

Percentage of Budget for Capital
Investment and Operating Expenses

34%

Capital

bailouts, and frightening headlines
ripped right out of the Great Depression
had a chilling effect on consumer confi-
dence. But here’s an interesting insight:
Replace these once-in-alifetime circum-
stances with normal recessionary forces,
which are typically slower moving than
what we are now experiencing, and the
revenue figures probably would have
looked similar to previous years with the
total number of retailers reporting
decreases in the mid-teens.

8 | RETAIL TECHNOLOGY STUDY | RIS NEWS

IMPACT ON IT SPENDING
The fourth quarter also is a time when
CIOs plan the following year’s technol-
ogy budgets, so the economic gyrations
last fall likely had a major impact on I'T
plans. One logical area to feel the
squeeze is  capital  investment.
Compared to last years’ study cap-ex
spending is down 10%, a sharp but
expected decline.

Overall, we find that 63% of retailers
either increased their IT budgets for

ware, software, communications, train-
ing and change management. The one
area that shows an up tick is third-party
services, which is a good option for
CIOs to explore as they seek alternative
ways to squeeze more out of ever tight-
ening budgets.

STORE OPERATIONS

Breaking down the IT budget further
we see that store operations accounts
for 30% of the overall IT budget. The
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