
The People-Ready Business

The Next Wave of Innovation in Retail
Insights from the New World of Work

 

Whitepaper

 MS-3549 PRB whitepaper retail .1   1 7/6/07   12:28:55 PM



A People-Ready Business Whitepaper

 

Daniel W. Rasmus 
Director of Information Work Vision 
Microsoft Corporation

For more information, press only:

Rapid Response Team
Waggener Edstrom Worldwide
(503) 443-7070
rrt@waggeneredstrom.com

The information contained in this document represents the current view of Microsoft Corp. 
on the issues discussed as of the date of publication. Because Microsoft must respond to 
changing market conditions, it should not be interpreted to be a commitment on the part of 
Microsoft, and Microsoft cannot guarantee the accuracy of any information presented after 
the date of publication.

 MS-3549 PRB whitepaper retail .2   2 7/6/07   12:28:56 PM



� A People-Ready Business WhitepaperA People-Ready Business Whitepaper

The Next Wave of Innovation in Retail
Insights from the New World of Work

TABLE OF CONTENTS

	 � Overview

	 4 The New World of Work

	 6  Retail 2015—A Look Ahead

	 7 People Drive Operational Excellence 

	 9 People Lead and Innovate 

	11 People Build Partner Relationships 

12  People Connect With Customers 

	14 Microsoft’s Commitment to Retail

	15 References

OvERvIEW

Throughout history, the buying and selling of goods and services has been the 
quintessential person-to-person transaction. Today the selling of merchandise and 
hospitality to individuals is sometimes mediated by computer networks, television 
shopping channels, catalogs and call centers, but the customer remains fundamentally 
at the center of the retail enterprise. Consequently, maximizing customer satisfaction, 
loyalty and the value of the customer relationship is the enduring priority of retailers 
past, present and future.

As the retail business has become more global and sophisticated, the core activities 
of retail—merchandising, store operations, supply management, finance, marketing 
and human resources—have become increasingly information-based to drive 
standardization and efficiency. Buyers can now search the world for the right products 
and prices, although managing supply networks globally requires improved visibility 
and collaboration methods with vendors. Retailers in a more competitive global market 
also need increasingly distinctive brand identities to attract and retain market share. This 
means creating a unique customer experience through merchandise mix, customer 
service, advertising, pricing, and the store environment (either physical or online) and 
reinforcing it through consistent execution across geographies and media. Many retailers 
are looking at innovative in-store technology to provide greater customer convenience 
and increase the capabilities of sales associates to offer personalized service.

Although technology provides the world of business with a technical framework for 
success, retailers have long known that it is people—employees, suppliers, consultants, 
partners, and customers—who enable them to succeed. 

It’s the ability of people who recognize technology’s potential to enhance every 
aspect of retail operations and connect them with customers that leads to innovation 
and defines the way retailers conduct business. And it’s the combined knowledge, 
capabilities and ideas of people, along with technology solutions, that help retailers 
build, grow, and operate their businesses more efficiently and profitably.

A people-ready business is one that recognizes the role people can play in making the 
difference between merely existing and thriving in the increasingly competitive global 
marketplace. It’s a business that does everything it can to enhance people’s ability to 
make the best decisions and produce the best results they can at every stage of the 
retail value chain.
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Over the next 10 years, trends in global-
ization, demographics, regulation and 
technology will overlay a new set of  
challenges on the business of retail. 
Microsoft Corp. sees four major dynamics 
shaping this “new world of work”:

• One world of business. Acting before 
completion forces you to react.

• Always on, always connected.  
Enabling the access and use of 
information anywhere drives more 
customer contacts.

• Transparent organizations. Providing 
the right level of information to  
customers engenders trust  
(traceability, origin, organic, etc.).

• Work-force evolution. Helping  
ensure that employees have the 
skills and knowledge that customers 
demand and expect builds satisfaction 
and loyalty.

Retailers can achieve competitive advantage 
by understanding how to use these dynam-
ics to support the goals of the business.

• Globalization implies the need to 
manage customer, partner and supply 
relationships globally, with tools that 
give decision-makers visibility and 
control over distributed, complex and 
often chaotic processes.

• Connected technology can extend the 
retail experience to shoppers in new 
and exciting ways through pervasive 
networks, mobile devices, “smart”  
products, and highly personalized  
offers. It also opens new possibilities 
for store design, merchandise manage-
ment and logistics.

• Transparency—whether mandated  
by government, market or labor 
regulations, or driven by business 
priorities such as loss prevention—can 

often require additional investments 
in technology and practices. But smart 
organizations can derive competitive 
benefit from deeper visibility and  
tighter management of physical, finan-
cial, technological, and human assets.

• Understanding the dynamics of a 
culturally and generationally diverse 
work force can help retailers manage 
the ongoing challenges of staffing, 
training, and knowledge retention.

Software Empowers People  
to Add Value 
In a fast-changing environment, the real 
key to capitalizing on new opportunities is 
to empower people in your organization 
to add new value, whatever their job role 
or skill level. People who understand their 
role and have visibility across the organiza-
tion can find new ways to contribute. Good 
practices make knowledge and learning the 
central organizational and cultural value and 
make retailers more resilient to changes in 
the consumer and labor market.

Investments in systems that lock people into 
low-value roles in the hopes of containing 
costs or promoting standardization risks 
creating a kind of organizational rigidity that 
is ill-adapted to a fast-paced, customer- 
centric world. By contrast, empowered 
people can make a difference at every level 
in these ways:

• Enabling innovation in service, op-
erations and generation of new value

• Making the right decisions at  
the “moment of truth” in customer 
interactions

• Creating and developing high- 
value supply relationships around 
the world

• Using information to optimize  
operations

The real key to capitalizing  
on new opportunities is to 
empower people in your 
 organization to add new 
value, whatever their job role 
or skill level.

The New World of Work
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People Improve Operations 
To respond to consumer needs as well as 
market and industry changes, retailers 
must be agile to take advantage of tech-
nologies that enable a seamless workflow 
driven by demand. This implies a technol-
ogy infrastructure that is based on true data 
management. In the future, technology will 
enable a single view of the customer across 
all channels, and retailers will need to stop 
looking at the data and instead focus on 
the architecture that houses it. The supply 
chain as we know it will be more consumer-
focused, and collaboration will support 
the customer experience rather than just 
cost reduction. Both will be accomplished 
through the integration of disparate  
systems embedded throughout business  
operations. When radio frequency  
identification (RFID) technology comes  
of age in the next decade, retailer- 
supplier collaboration will become a  
catalyst for operational innovation that 
enables seamless workflow at the business 
process and human levels.

People Drive Retail Innovation 
In the consumer-driven economy, custom-
ers are ready for the ability to transact 
business without boundaries. They want 
location-based awareness, enhanced  
mobility and RFID capabilities. For retailers 
and the consumer product industry, this 
means real-time integration around the 
supply chain. To drive the future of retailing, 
Microsoft and its industry partners are  
innovating at the point where manufactur-
ers, distributors, retailers and consumers 
interact. In the area of advertising, more 
companies are bypassing traditional 
channels and marketing directly to their 
customers through cell phones, text  
messaging, instant messaging (IM), online 

click-throughs, and one-to-one personal-
ization. The supply chain as we know it 
will be more consumer-focused, and  
collaboration will support the customer  
experience rather than cost reduction.

People Build High-Value Connections 
There are many touch points in the retail 
environment. Integration and collabora-
tion aren’t just essential to the customer 
experience in a multichannel world, 
they’re critical to people in every role 
of the enterprise. These affect retailers 
on two fronts: employees and suppliers. 
The future will be about getting more 
technology into the hands of employees 
to improve productivity, provide supply-
chain visibility, and create a better work 
experience. For suppliers, it will be about 
real-time access to demand data. Both, 
ultimately, will improve the customer 
experience, build loyalty, and generate 
repeat business.

People Strengthen Customer  
Relationships 
The key to retail success is finding  
ways to attract and build profitable 
relationships with customers. Technology 
solutions from Microsoft and its industry 
partners help retailers better understand 
customer needs and trends in the  
marketplace while simultaneously en-
abling employees to improve customer 
interactions at every stage of a trans-
action. In the best-case scenario, they 
enable retailers to deliver shopping ex-
periences that delight customers, create 
loyalty, and help ensure repeat business. 

The key to retail success is  
finding ways to attract and 
build profitable relationships 
with customers.
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Retail 2015—A Look Ahead
The following scenario illustrates how 
developing technology might surface in 
a real-world environment, and how it will 
affect store operations, customer conve-
nience, the supply chain and other areas 
over the next seven to 10 years.

As Antonio Alwan enters the CitiMart 
to pick up a few items during his lunch 
break, his mobile device automatically 
connects via Bluetooth® with the store’s 
secure internal network. 

A friendly reminder appears on the 
pharmacy’s monitor, telling valery  
Ushakov, the store’s pharmacist, that 
Alwan is on his way to pick up his  
prescription. By the time he arrives and  
is recognized by the pharmacy’s  
authentication system through the  
near-field communication (NFC) tech-
nology embedded in his mobile device, 
Ushakov has Alwan’s prescription ready 
to go. They share a joke about how  
filling prescriptions used to take 15 or 
20 minutes while the pharmacist verified 
the doctor’s often-illegible handwriting. Of 
course, that’s all automated now, saving 
everyone time and reducing error rates 
almost to zero. Alwan “signs” for the 
medication by smiling for a camera and 
waving his palm slightly above a touch-
free biometric pad, and as he takes pos-
session of the package, his account and 
insurance automatically process  
the payment.

Next on Alwan’s list are a few groceries. 
Glancing down at his mobile device, he 
sees that his shopping list has connected 
with the store layout map and identified 
the exact locations of the products he’s 
looking for. As he passes the wine section, 
an alert sounds on his device. Wine wasn’t 
on his list that day, but the store “knows” 
from his buying patterns that he likes full-
bodied Cotes du Rhône, like the Cornas 
from Jaboulet that is on sale that week. 

Alwan examines the bottle on the store’s 
endcap. It’s not a label he recognizes. His 
mobile device has received the frequency 

from the bottle’s embedded identifica-
tion tag and does a quick check with his 
favorite wine-rating site. His fellow oeno-
philes give the brand the thumbs up with 
a score of 88 out of 100. A quick price 
check reveals that CitiMart’s sale price is 
the best in the area, so he adds a couple 
of bottles to his cart.

A quick “call” home to his RFID-enabled 
refrigerator confirms that his daughters 
have finished the last of the milk so he 
grabs another gallon on his way past the 
dairy section. 

His final stop is the dog food aisle, where 
he notes with slight annoyance that his 
preferred brand is sold out. But before he 
can get to the end of the aisle, a sales as-
sociate appears and replenishes the stock. 
When the last few bags were sold, the 
product and shelf sensors automatically 
notified the stockroom and also triggered 
a reorder request from the distributor. The 
sales associate greets Alwan and helps 
him load a couple of the large bags into 
his cart. A brief, friendly exchange reveals 
that they are both owners of Labradors, 
and the associate suggests a box of  
doggie treats and a toy that his dog  
also enjoys.

His shopping trip complete, Alwan rolls 
his cart past the part of the store where 
the last of the legacy check stands process 
a few customers who prefer cash-based 
transactions—now dominated by large 
promotional merchandising displays and 
large-screen interactive special-order 
kiosks—as his total is automatically  
tabulated and sent to his mobile device 
for verification. He reviews the tally and 
taps “OK” to confirm payment. The light 
above the exit flashes green as the doors 
slide open, and the RFID tags on his  
merchandise automatically deactivate  
as he heads for the parking lot.
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A new generation of solutions 
will bring data from disparate 
systems together in ways that 
provide decision-makers with 
clearer insights into the  
workings of their business. 

Better information can help retailers 
perform better in a number of critical 
areas. With precise, real-time information, 
executives and managers gain the ability 
to identify and anticipate new market 
dynamics, achieve fine-grained control 
over operational processes such as store 
layout, inventory replenishment, and 
merchandise mix, and gain insight into 
previously hard-to-measure processes 
such as advertising effectiveness and 
employee productivity.

Current technologies provide decision-
makers with a flood of data drawn from 
every corner of the retail enterprise. 
Point-of-sale (POS) systems track real-time 
transaction data. Automated logistics 
systems are often tightly integrated with 
those of vendors to provide end-to-end 
supply chain visibility. The falling price 
and widespread adoption of RFID chips 
are making them a compelling solution 
for tracking physical inventory. Store 
design and merchandise display software 
enables planners to fine-tune merchan-
dise sets to maximize sales per square 
foot. In retail and hospitality, customer 
relationship management (CRM) systems 
provide an increasingly sophisticated 
view of the customer relationship to  
facilitate personalized service and  
targeted offers. 

Each of these tools provides a window into 
a facet of retail operations. A new genera-
tion of solutions will bring data from these 
disparate systems together in ways that 
provide decision-makers with clearer in-
sights into the workings of their business.

Better Visibility Leads to  
Better Performance 
The aggregation of operational data 
from different systems will enable a new 
generation of data-mining tools to use 
advance pattern recognition and discovery  
techniques to help decision-makers iden-
tify underlying trends and relationships  
affecting the business. Executives will be 

able to visualize the relationships between 
advertising, store planning, merchandising, 
pricing and customer loyalty programs, 
for example, and test different scenarios 
against historical data to fine-tune their 
strategy. Store managers will have better 
data to determine staffing needs and  
better ways to coordinate their activities 
with corporate or vendor advertising  
efforts, local events and special promo-
tions. And everyone from corporate  
marketing executives to associates at the 
front lines of the business will be able find 
the right balance of responsive service 
without suffocating the customer.

Efficient Merchandise Simplifies  
Inventory Management 
“Smart merchandise” equipped with RFID 
or successor technologies will not only  
report their status and location to centrally 
managed systems to assist in inventory 
management and loss prevention, but 
will be able initiate reorders based on 
stock levels and suggest modifications to 
merchandise sets in each store and aisle 
based on customer buying patterns. This 
will reduce the burden on sales associates, 
who can then focus their time on  
customer service, cross-selling and up-
selling, and facilitating faster checkouts.

Knowledge and Collaboration Increase 
Work-Force Productivity 
Often, a retailer’s best representatives to 
the public are those with deep familiarity 
with the organization and its offerings 
rather than those who robotically recite 
scripts or follow training instructions to 
the letter. However, economic realities 
can make it difficult to consistently  
attract and retain these kinds of high-
performing employees in customer-facing 
roles. The measurable costs of employee 
turnover in retail—recruiting, training, 
management—are therefore compounded 
with intangible but important costs in lost 
knowledge and productivity.

People Drive Operational Excellence
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Smart, connected infrastruc-
ture can enable a leaner IT 
staff to centrally manage 
enterprise services, enabling 
retailers to capitalize on the 
benefits of technology at 
lower cost.

Knowledge management and collabora-
tion technologies used in other industries 
offer some theoretical value in spreading 
good practices from high-value employees 
to the rest of the work force and in captur-
ing the knowledge of experienced workers 
so it can be passed along even when those 
workers have left the organization. In 
practice, however, these solutions require 
not just an investment in technology but 
a whole set of activities that are unfamiliar, 
time-consuming and peripheral to the core 
functions of retail associates. For these 
technologies to become generally useful  
in retail, they need to become more  
accessible and convenient. In fact, they 
need to become nearly invisible.

The use of next-generation mobile devices is 
increasing in retail for associates on the sales 
floor, in direct engagements with custom-
ers, and in the back room, where they are 
often tied in with line-of-business data from 
CRM, logistics, inventory, and POS systems. 
These devices also provide a platform for 
mobile communication and collaboration. 
Workers with mobile devices can access 
not only information and business systems, 
but also the expertise of colleagues and 
managers by using real-time communica-
tion channels such as instant messaging, 
application sharing, online meetings, and 
voice and video. Centrally managed ex-
pertise location systems help people find 
the right resources within the organization 
for collaboration. Full-spectrum pres-
ence awareness allows them to see who is 
available, who is busy, and which channel 
(voice, e-mail, IM, office phone, mobile 
device) is best to connect with them.

Context-aware archiving and search  
systems can then capture these collabora-
tive sessions for later use in knowledge-base 
systems, along with other types of product, 
customer, and service information. Pattern 
recognition and collaborative filtering  
technologies avoid the pitfalls of rigid 
content schemes and taxonomies, and  
can provide relevant search results or even 
push good practices out to retail associates 
at the right moment to make a difference  
in transactions. 

For example, in a home center retail 
environment, the system would infer 
from a series of inquiries and transactions 
that an associate was engaged in a sale 
of lumber and tools to help a customer 
build a deck. The device would prompt 
the associate with useful information 
such as value-added project tips for the 
customer, up-sell–cross-sell guidance, 
credit applications, installation options, 
customer relationship history, and other 
resources appropriate to the situation 
and relationship. In this way, even an 
inexperienced associate could provide 
helpful, high-value service by benefiting 
from the full resources of the organization 
and the experience of colleagues.

Improved Governance Optimizes IT 
Investments 
Retailers that operate on thin profit 
margins need to drive maximum return 
on their IT assets. According to a recent 
study by Information Week, “Just 1.6 
percent of the industry’s annual revenue 
goes to IT, compared with an average of 
3.2 percent.”i 

Smart, connected infrastructure can  
enable a leaner IT staff to centrally manage 
enterprise services, enabling retailers to 
capitalize on the benefits of technology at 
lower cost. The integration of data from 
line-of-business systems such as POS, 
inventory management, accounting and 
payroll, and supply chain management 
into a single view can simplify compli-
ance and make it easier for IT to present 
decision-makers with a strategic real-time 
view of the business. For example, Royal 
Numico Nv, a leading baby food and  
nutritional retailer in Europe, imple-
mented a solution based on Microsoft® 
SQL ServerTM to automate many tracking 
and reporting functions across multiple 
systems and provide real-time performance 
metrics for executives. The integration 
of the system architecture reduced the 
amount of IT administration resources in 
the company while improving capabilities 
and visibility.ii 
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People Lead and Innovate

With more precise tools for 
planning, retailers will be able 
to target growth markets  
and invest capital with  
greater confidence.

Although technology provides the world 
of business with a technical framework 
for success, retailers have long known that 
it is people—employees, suppliers, consul-
tants, partners and customers—who enable 
them to succeed. 

It’s the ability of people who recognize 
technology’s potential to enhance every  
aspect of retail operations and connect 
them with customers, which leads to 
innovation and defines the way retailers 
conduct business. And it’s the combined 
knowledge, capabilities and ideas of peo-
ple, along with technology solutions, that 
help retailers build, grow and operate their 
businesses more efficiently and profitably.

A people-ready business is one that  
recognizes the role people can play in  
making the difference between merely 
existing and thriving in the increasingly 
competitive global marketplace. It’s a busi-
ness that does everything it can to enhance 
people’s ability to make the best decisions 
and produce the best results they can at 
every stage of the retail value chain.

Retailers don’t innovate in the sense of in-
venting new products, but, like every type 
of business, retail benefits from continu-
ously improving and optimizing how it 
does business, approaches the market, and 
presents itself to customers. And, although 
not responsible for the development of 
new products per se, retailers are often the 
first audience for new merchandise and 
need to make the right decisions about 
marketability, pricing and promotion in 
advance of hard data from customers.

Information and communication tech-
nology can help retailers initiate and 
implement effective changes in their 
business, such as finding and developing 
new markets, new channels, branding 
and marketing identities, and new  
services for customers. It can also help 
retailers understand innovation happening 
elsewhere in the market, improving their 
ability to select and sell new merchandise.

Discover and Act on New  
Market Opportunities 
Globalization and consolidation put continu-
ous pressure on retailers to expand into 
new markets—geographic, demographic or 
virtual. Expansion requires deployment of 
capital, tight management and foresight. 
Where should a new store, restaurant 
or hotel be built? How do we tweak the 
design and delivery of a new ad campaign 
to reach a wider (or more precise) target? 
How do we integrate physical and online 
operations to provide distinctive new ex-
periences and convenience for customers?

Each of these decisions requires executives 
to consider vast amounts of information and 
manage many complex processes in tandem. 
Store planners, for example, have to con-
sider the price and availability of real estate, 
local regulations, traffic patterns, and local 
construction costs just to construct a new 
location. But other factors, including demo-
graphics, the costs of the local media market, 
and existing and prospective competition, 
also affect the overall prospects of success. 

Decision-makers already have tools and 
systems (in addition to their own experience) 
to assist in the evaluation of each of these 
factors. Most of the necessary data exists in 
internal and external repositories, or is avail-
able from governments, agencies, partners, 
and service bureaus. It remains a challenge, 
however, to integrate and interrelate data 
from those systems to create a clear and 
complete picture for planners. 

Standards for interoperability between  
discrete systems can help bring that infor-
mation together in rich and visual ways. 
Executives will be able to overlay expansion 
plans on maps, sales forecasts, advertising 
and marketing budgets, human resource 
planning, and other contingencies to visual-
ize in a single view how new growth will 
ripple through all aspects of the business. 
Systems will provide interactive ways to 
change planning assumptions, initial  
conditions, and environmental variables  
to create robust models for future growth 
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that reduce risk and uncertainty and give 
managers precise estimates of resources. 
Continental Airlines Inc., for example, used 
an enterprise project management (EPM) 
solution to gain a strategic perspective 
on new service initiatives, project perfor-
mance and resource allocation across its 
global operations. iii 

With more precise tools for planning, 
retailers will be able to target growth 
markets and invest capital with greater 
confidence. They will also be able to 
prepare for contingencies and variables 
that exist in any innovative activity while 
managing turbulent growth processes 
more closely.

Establish and Maintain Product  
Leadership 
Retail buyers face daily decisions about 
what new products and lines to carry, 
especially in fast-changing segments such 
as apparel and consumer electronics. 
Merchandising professionals often rely on 
their instincts and experience—as well as 
vendor relationships and reputation—to 
make the choices that can define  
a retailer’s identity and competitive 
advantage in the marketplace. Will they 
guess right on the hot new toy for the 
holiday season, and order appropriately? 
Will they ensure that the stores are fully 
stocked with a product due for a major 
promotional push from the manufacturer? 
Can buyers adapt quickly when external 
conditions (extreme weather, a prominent 
news story,) affect market conditions in 
rapid and unexpected ways?

Information and foresight can help drive 
better decisions and outcomes in these 
areas. But again, without tools for access, 
context and integration, buyers may  
find that the information they need is 
inaccessible, or is simply not available  
to them when it would be the most  
useful. New technologies such as pattern 
recognition, adaptive filtering (use of 
user behavior and history to narrow search 
results), and expertise location can help 
buyers draw from the widest range  
of relevant data when selecting new 

product options. By taking more factors 
into account, buyers can improve their 
capabilities of anticipating market demand 
and work more closely with suppliers to 
drive growth.

Create Innovative New Experiences  
for Customers 
Every day, retailers are using new tech-
nology to create excitement, convenience 
and differentiation in customer service. In  
apparel, for example, new 3-D body  
scanners are not only improving the 
precision and privacy of measurement, 
but also helping customers find the right 
brands and sizes for a better fit. Retail-
ers such as Brooks Brothers have been 
using body scanning to measure and fit 
customers for fine tailored suits, reducing 
the traditional fitting process of pins, tape 
measures and chalk marks to a few min-
utes inside a fitting chamber. Information 
from these systems is also helping clothing 
designers and manufacturers adjust  
their lines based on the true shapes of 
their customers.iv 

The use of large-screen in-store displays to 
replace or augment traditional signage is 
also increasing in the retail environment. 
According to a 2006 study by Gartner Inc. 
prepared for RIS News: 

Although large-screen displays are still 
an emerging technology, a significant 
15 percent of respondents already 
have up-to-date technology in place 
and another 15 percent have started 
deployment. According to adoption 
rates we have personally seen, in ev-
erything from convenience to grocery 
to mass merchant to clothing (especially 
those targeting children and young 
adults), it’s surprising this number  
isn’t higher.v  

These types of innovations will become 
increasingly prevalent in the years ahead. 
Good software and a robust, extensible 
technology platform can empower store 
managers and retailers to plan, deploy, 
and manage innovative systems more 
quickly and easily for competitive  
advantage and at lower cost.

Software can help merchandis-
ing departments streamline the 
procurement process.
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People Build Partner Relationships
With free trade, fluid capital, immigration and 
global sourcing, nearly every retailer today 
is operating in a global marketplace. Supply 
chains for retailers routinely extend to inter-
national partners that, despite geographic 
distance, must be as tightly integrated with 
core business processes as a vendor operating 
right down the street. 

As processes become distributed more widely 
between partners, suppliers, and indepen-
dent workers, the traditional supply chain will 
evolve into a more complex “supply web” 
whose interdependencies will require more 
sophisticated management, in terms of both 
software and practices. Collaboration, systems 
integration and security technologies have 
incorporated, innovations already being  
developed in some advanced research  
settings to support more intensive and  
less formal supply relationships.

Gain Visibility and Control Over  
Complex Supply Webs 
Retailers face relentless pressure to drive 
down supply costs to keep prices competi-
tive. Because merchandising decisions are 
sometimes made at the local or regional level, 
large retailers need to coordinate internally 
to maximize the advantages of their scale 
in vendor negotiations. Software can help 
merchandising departments streamline the 
procurement process to take advantage of 
promotions that suppliers offer, seasonal or 
short-term fluctuations in demand, updates 
to product lines, and the availability of new 
merchandise from new suppliers. 

For example, Mydin Mohamed Holdings, the 
largest discount retailer in Malaysia, relent-
lessly pursues bargains from suppliers to 
execute its everyday low price philosophy. 
To take advantage of short-lived supplier 
promotions, Mydin required a quick procure-
ment process and an accurate assessment of 
store inventory. To improve communications  
between buyers and stores, Mydin created 
Web-based workflow tools using the capabili-
ties of Microsoft Windows® SharePoint®  
Services and Microsoft Office SharePoint 
Server to document all current products, 
manage inventory levels, and handle new 
product requests from stores. The new 

processes have significantly reduced the 
cycle time for purchasing decisions, enabling 
Mydin to take advantage of promotions 
that suppliers offer. Mydin passes along the 
discounts to its customers but estimates that 
the additional sales generated have dramati-
cally increased annual profits.vi 

Drive Secure Interorganizational  
Collaboration 
Maintaining a relationship with global 
vendors requires a high degree of interor-
ganizational collaboration and integration. 
Collaboration technologies that today help 
connect teams within companies will soon be 
extended—with appropriate security precau-
tions—to less formal types of teams and 
partnerships. Through cross-platform identity 
management and content-level security, 
vendors will have rich facilities for person-
to-person collaboration across time and 
distance without the impediments of virtual 
private networks (VPNs) and firewalls or the 
risks associated with public networks.

As people experience more fluid connec-
tions, so too will the systems that support 
them: Connections to appropriate data and 
application resources will achieve tighter 
integration of processes between partners. 
Retailers will gain visibility into their suppliers’ 
relevant enterprise resource planning (ERP), 
logistics, project management, and compli-
ance data to assist in forecasting and capacity 
planning. vendors will also gain visibility into 
retailers’ systems to help them optimize their 
products for market and consumer tastes.  

Because content security policies are tied to 
the identity management platform, indi-
viduals can control which resources, within 
the policy framework of an organization, to 
expose within a collaborative environment. 
They can also set policies on how shared 
content is distributed using information 
rights management capabilities embed-
ded in the content at a granular level. The 
heightened level of security and control that 
these next-generation systems provide will 
dramatically reduce the risks associated with 
interorganizational collaboration, paving the 
way for higher-value supply relationships 
anywhere, over any network.

New technology can help 
retailers provide service excel-
lence by empowering people 
in customer-facing roles to 
anticipate customer needs and 
use resources more effectively.
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People Connect With Customers
A retailer’s relationship with its customers is 
its most valuable asset. That relationship is 
defined in a variety of ways: through conve-
nience, through unique merchandising and 
pricing, through the marketing “personality” 
of the store, and through the interactions 
that customers experience with sales and 
service associates—all of which combine  
to give the retailer a distinctive brand  
identity. Retailers who establish and maintain 
good relationships with their customers  
by executing their brand consistently can 
leverage that loyalty as a hedge against  
others competing on the basis of price or 
store location alone.

People are the key to establishing and 
maintaining excellent customer relation-
ships and driving consistent execution of 
the brand. Customers want personalized 
service and attention. They want a shopping 
experience built around their needs and  
reflecting their lifestyle. New technology  
can help retailers provide that kind of  
excellent service by empowering people in  
customer-facing roles to anticipate custom-
er needs and use resources more effectively. 

Increase Satisfaction and Loyalty With 
Personalized Service 
For the past several years, retailers have 
been collecting detailed information 
about customers and buying habits, which 
often shape marketing and merchandis-
ing strategies. Retail sales associates could 
benefit from having a broader view of 
the customer relationship in direct sales 
or service interactions with customers. 
CRM data, released with the consent of 
customers, could help associates identify 
tastes, buying patterns, brand loyalties and 
unique requirements that they could use 
to provide personalized service, anticipate 
needs and problems, and offer useful  
up-sell or cross-sell recommendations.  
If implemented in line with practices  
that recognize customer boundaries  
and provide incentives for participation, 
this higher level of service can make it  
far more convenient for customers to shop 
at stores where they already have  
a relationship history.

Improve Shopping Experience With  
Mobile Technology 
Retailers can benefit from offering custom-
ers fast and convenient service on basic 
transactions. Some retailers are already using 
mobile devices connected to back-office POS 
systems as “line busters” that enable custom-
ers to complete purchases on the sales floor, 
without having to wait in line at the check 
stand. According to a 2006 study by Gartner 
for RIS News:

Wireless line-buster technology, a poten-
tially useful tool across all retail segments, 
requires a secure in-store wireless network 
infrastructure before deployment. This 
large-scale requirement inevitably pro-
duces a slow adoption rate. Still, a healthy 
10 percent have up-to-date technology in 
place and another 10 percent have begun 
deployment. This represents a significant 
level of current interest and, examining the 
numbers, there is an even stronger level of 
interest going forward—28 percent plan to 
deploy within the next two years. Retailers 
see the benefits of mobility at POS, both 
for ease of store configuration and improv-
ing the customer experience at checkout.vii  

As mobile devices continue to mature and 
become ubiquitous in the consumer market, 
and security and data interchange standards 
emerge, retailers will be able to provide even 
higher levels of convenience and connec-
tion to customers on the sales floor. Retailers 
could furnish location services such as store 
maps to customers’ mobile devices, where 
they could integrate with the customer’s 
shopping list, loyalty program status and 
other data to provide a custom shopping 
plan along with personalized promotions and 
other cross-selling opportunities. 

Raymond Burke of the University of Indiana 
conducted a 2005 study on “shoppability” as 
a factor of retail excellence and discovered 
these innovative applications:

Other retailers have developed innova-
tions to speed checkout. Portuguese food 
retailer Continente provides ample check-
out lanes to reduce queue length, and 
encourages customers to shop anywhere 
at anytime by using the Pocket Continente 

People are the key to establish-
ing and maintaining excellent 
customer relationships and 
driving consistent execution  
of the brand.
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service on their Personal Data Assis-
tants. Superquinn introduced a reusable 
Greenbag shopping tote that has reduced 
checkout time by 15 percent. Kroger 
College Station (Texas) uses biometric 
technology to speed up check authoriza-
tion and checkout. viii

Some mobile devices now include facilities 
for secure transaction processing. By inte-
grating these features with product metada-
ta contained on RFID tags, customers could 
make their selections off the shelves and 
have their accounts debited automatically as 
they leave the store with their merchandise 
without having to bother with lines or check 
stands. Loss prevention would be auto-
mated because any products leaving the 
premises without a valid transaction would 
report their status and location to store 
security. Loss prevention staff could then act 
with certainty in confronting shoplifters, and 
any lost inventory could be positively identi-
fied for immediate recovery.

Balance Transparency and Privacy 
Large retailers have been collecting anony-
mous and personalized customer informa-
tion for a decade or longer to feed back into 
various aspects of operations. Some venues, 
such as grocery stores, offer customers 
incentives to participate in the collection of 
this data through the use of cards or tags 
that provide discounts for tracked transac-
tions. Others use opt-in marketing that 
allows customers to sign up for notifications 
and promotions, although the collection of 
this type of data is viewed with suspicion by 
some customers and can impose a burden 
on transactions when associates have to 
enroll customers into these programs.  

Online retailers such as Amazon.com 
Inc., whose collection of customer data 
is accepted as a necessary component of 
online commerce, employ sophisticated 
pattern-matching technologies to generate 
cross-selling and promotional opportuni-
ties, along with value-added content (such 
as reviews, samples and external links) 
precisely matched to a customer’s interests. 
Amazon has successfully positioned this 
feature as an intrinsic part of its brand and 

value proposition, and consequently is able 
to build extremely deep, valuable relation-
ships with customers.

eBay Inc., another highly successful online 
retailer, facilitates millions of anonymous 
online transactions by “outsourcing” the 
trust-building aspects of the relationship 
to the customers themselves. eBay en-
ables customers to leave feedback about 
transactions that is reflected in a reputation 
score, visible to everyone on the site. Users 
understand that there is generally a direct 
relationship between performance and 
reputation that can’t be finessed by market-
ing spin. At the same time, they accept that 
full transparency within the transaction is 
the basic cost of entry to participate in the 
eBay marketplace.

As mobile devices and pervasive connectiv-
ity enable the increasing interpenetration of 
the physical and virtual worlds, brick-and-
mortar or hybrid retailers can use the tech-
niques of successful e-commerce companies 
to balance data collection and trust relation-
ships. Enrollment in loyalty programs or other 
incentives can become more seamless and 
less intrusive through secure exchange of 
data between store systems and devices. 
Physical stores can become more like Web 
storefronts in the way they use relation-
ship data and adaptive filtering to suggest 
add-on purchases that are highly likely 
to appeal to the customer. Customers 
using mobile devices could see where the 
products were located in the store, and the 
items or item displays could interact with 
the customer’s mobile device to provide 
information and special offers.

They could also become more like online 
communities in becoming fully transparent 
with data about their products and services 
by allowing customers to view and post their 
own “reviews” of merchandise and services 
using electronic forms delivered to mobile 
devices over an in-store network. This strat-
egy might displease some suppliers, but it 
would almost certainly create extremely high 
levels of customer trust in the retailer and 
provide management with extremely deep 
and valuable information about products, 
service delivery and customer preferences.

As mobile devices and  
pervasive connectivity enable 
the increasing interpenetra-
tion of the physical and virtual 
worlds, brick-and-mortar or 
hybrid retailers can use the 
techniques of successful  
e-commerce companies to 
 balance data collection and 
trust relationships.
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The  business. 

A people-ready business is one where people can apply their unique skills, 
insights and experience to create new products and services, work responsively 
with customers and partners, and drive operational excellence in every aspect of 
the business. People-Ready businesses support people with knowledge, practices 
and tools so that they can add the extra value that helps differentiate successful 
organizations in a competitive, fast-moving global economy.

Microsoft’s Commitment to Retail
Sustainable success in retail has always  
required a double vision. The first is 
focused on efficiently running stores that 
carry the products people want today, 
with all the up-to-the-minute attributes 
of pricing, merchandising and manage-
ment supporting the process. The other is 
focused on the longer view of “How can I 
keep attracting customers to my brand?” 

Every retailer’s outlook may be slightly  
different, based on varying business 
requirements, competitive pressures, and 
overall market conditions. But there are 
generally two areas of agreement for 
most retailers. The first is that to create 
an experience that will continue to attract 
customers, retailers need to continually  
enhance the store environment. The 
second is that technology that enables 
many of a store’s functions today will only 
become more important in the future as 
the marketplace becomes increasingly 
competitive and customers, who them-
selves are becoming more technologically 
astute, will become even more demanding.

Microsoft has designed its platforms,  
applications, and solutions to work the way 
people work and enhance the capabilities of 
organizations by empowering people and 
knowledge. Using these powerful tools and 
extensible platforms, Microsoft’s ecosystem 
of partners with deep expertise in retail 
industry solutions and local markets can 
build and deploy technology solutions that 
give retailers the competitive advantage in 
today’s world and tomorrow’s. 

Microsoft is uniquely committed to helping 
its customers become people-ready  
businesses with software that is easy to use, 
well-supported, connected, and innovative.  
By building solutions with Microsoft  
products and surrounding them with  
strong practices and a culture of continu-
ous learning and collaboration, retailers can 
mobilize the power of people to compete 
and succeed in the new world of work.

There are generally two areas 
of agreement for most retail-
ers. The first is that to create an 
experience that will continue to 
attract customers, retailers need 
to continually enhance the store 
environment. The second is that 
technology that enables many 
of a store’s functions today will 
only become more important  
in the future as the marketplace 
becomes increasingly com-
petitive and customers, who 
themselves are becoming more 
technologically astute, will be-
come even more demanding.
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