INTERVIEW WITH PETER WHARTON

Eric Green: Hello and welcome to a new podcasesdrom IBM software
that explores the challenges IT managers and lassine
professionals are facing today. I'm Eric Green Bih@e talking
with a range of experts to discover new perspesti@pproaches
and examples that can help meet these challengastanduce
you to the capabilities of smarter software fronMIBSo let’s get
started.

Welcome back to our next episode. Today we’re gtanbe
talking about commerce, a subject that many mayadully
familiar with but one that’s extremely important farganization,
enterprises worldwide, and here to discuss this ustis Peter
Wharton, Manager of Commerce Product Marketing Biu.
Peter, thanks so much for joining us.

Peter Wharton: Thank you for the invitation.

Eric Green: So Peter, to start with, could you géegive our listeners your
definition of commerce.

Peter Wharton: Sure. You know, | think commercernis of those business
processes that everybody is familiar with, wheth@m their jobs
or being a consumer. It's all about the intercteaofyselling with
goods and services between either a business itzelsgsor
business to consumer. And it's really about tloaglete life
cycle from order capture through to cash. Sacaiisut how you
win and capture that order, it's about how you rezand process
those customers’ orders, it's how you fulfill, wishipping and
logistics, and through to invoicing and payment.

Eric Green: Excellent. That's a great frame oérehce and starting point. So
in addition to the definition, perhaps you canugtknow some of
the challenges organizations are facing today.

Peter Wharton: Sure. And I think one of the latgbsillenges for companies in
commerce is managing the customer experience. kiMow, it's
about delivering the perfect order — on time, iih fundamaged.
And that’s not as easy as it sounds. It's rediyud making it
easier to do business with, taking an approacheuvinstead of
dictating your processes on your customers, iksxgawhat |
would call an outside-in approach, and actuallking at how
your customers want to do business with you andvamg any
complexity from that process from them.
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And then the second point is that whole compleaggect and
complexity evolves from a number of different trsngnd | would
say if you start looking at how you manage selaegoss multiple
channels, how you manage multiple market segmeatg,you
manage the supply, your sources of supply, mulppi@ng
promotion rules, and then some of the complexityirthe
underlying systems that you have with the RP.

And then there’s the volatility, mergers and actjoiss, changes
in demand, regulatory changes, and then supplyahsiuptions.
These are some of the complexities that custonaees &ind then
when you expand that and you look at the globaketaand really
everybody now plays in a global market, it's abastbility into
your supply chain. It's about managing that exezhsupply
chain. It's about dealing with more partners aadiihg the
visibility into the goods as they flow through tisatpply chain. So
those are some of the challenges facing compantesammerce.

That's extremely interesting. | likeuy analogy from the outside
in. So it seems that over time, sort of technolbgy — it's kind of
a double-edged sword, right? So without the kihgtchnology
and dashboards and ability to look into asset mamagt and
inventory and all of those things, it's been veifficult to do
commerce the way you do it today. But on the okttzerd, now
you've got this deluge of information that you'rerbbarded with
and getting people to actually parse through itfaqude out
what’s important and how to put it together is astnequally as
challenging. Is that not sort of the case?

Absolutely. You know, there are dgpects. First you've got to
have the integration to be able to get accessatadidita, but then
once you are integrated, just the sheer volumeta, dind looking
at that data and directing it to somebody who cdnadly act on
that data. So the data becomes very role spediit.also you
want to be able to filter that data so that yowndy viewing and
managing by exception as opposed to looking atyesiagle
milestone event that happens as you go througbadimenerce life
cycle.

Absolutely. Very interesting. So Ist@ping you might be able
to give us some different areas covered by ensapmeeding
commerce solutions.

IBM looks at commerce and the smhstithat you require, the
technology that you require, and puts it into balbydour
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categories. We talk about selling solutions, vile aaout order
management, we talk about supply chain manageaedthen
underlying that is a technology around optimizingde processes.
So I'll take each one of those, starting with sgjliit's about
capturing that order, and it's important that yoak here at not
just from a goods or products standpoint, but yoatlook at it
from goods and services. This gives you an oppdxtto expand
what you sell to your customers, it allows yourtorease the value
that you bring to your customers. But the compleaf starting to
add services is that you start getting into a bagdlype situation.
So you've got the product and service that thearust’s going to
want to purchase together at the time of the tictisa

And then when you look at selling you need to lackoss
channels. So when you'’re looking at the differ@mnnels, and
we really are in a changing, digital world, a vatworld where
more and more people are connected, and you ndexlable to
manage the orders through your traditional chanieldield
sales, like retail stores, like call centers.

But now you also need to be able to deal with teb,wou need to
be able to deal with mobile, and you need to be abtleal with
social media networks that are always — that yoyebis
changing the way they buy products from you, amgy’tle looking
to research, price, across all those different casn And they
want that experience — going back to one of thderinges — they
want that experience to be seamless. They wdrd able to start
maybe online, then go into the call center, thénttafield sales or
talk to somebody in a retail store, and be ablaadify that order
all the way through the transaction.

Very interesting. | mean the classid,time, example, right, was
call centers, when you used to call your call ceatel your
MasterCard or your Visa and you'd talk to them gad type in
whatever digit, a 13 digit card number, and thea get on the
phone and the first question they ask you is, yoankwhat’s your
card number? Right? Because these systems weakirig to
each other. And that was a challenge in and dints. Now, as
you're saying, multiply that by mobility, the wetmultiple
different social media groups talking to each otedt people
being able to purchase on different sites. | méanguessing the
last year and a half, | mean sort of 12 to 18 moatbne has
probably dramatically changed the way people apecgzhing
this. Is that not true?
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Very much so. | mean there’s beegxalosion, really, in the last
18 months from a mobile channel, more and moreoousts are
looking at how they can leverage social networkisiteract with
their customers. But again it all comes back &t tustomer
experience. You talked about, you know, from aitreard
perspective. If you want to upset your customgrs, know, just
ask them to supply the same information multipiees as they
come or interact with you through the different mhels.

The second way we look at the commerce processlées
management. And this is all about, you know, hgaaptured the
order, how do | manage and orchestrate that ordex?it’s not
that you can always just treat an order as a sengfigy. You may
need to break that order up into its individuatlitems. And the
reasons that you may need to do that, particufesiyn a business
to business standpoint, is that your back end systee still
aligned by divisions, and that order is for the thberent
divisions. You need to be able to route that iiem to division 1
for the first line item and the second item needgd to another
division.

So being able to orchestrate by line item, but tddwe able to
orchestrate by who you want to actually fulfill theler. So one
way of expanding and growing revenue is by incregagie
merchandize you offer to your customers, and ay way to do
that without increasing your inventory is to actyget into sort of
drop-ship situations. So how are you managingftiiment
processes? You know, are you doing it through gtop, are you
doing fulfillment direct from a store, are you dgih from virtual
warehouses or partners, third party logistics mters? These are
some of the challenges around fulfilling that order

And then one of the key aspects around the otdigdirhent
process is making a commitment to the customéingehem
when you can fulfill that order and when they wdteive that
order, that available to promise based on a vieyoaf inventory,
regardless of where the inventory sits in your $yppain. You
know, is it in transit, is it in a distribution cem, does it sitin a
forward stocking location or in a store, is it ggithrough a returns
process at the moment? Those are all things thahged to be
able to consider as you look at the available topse or
fulfillment commitment you make to customers.

And then the third part is the supply chain manag@. And this
is all about, you know, anticipating, controllingcareacting to
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what happens in your supply chains. And this i$ pkthe
complexity, you know. Supply — you don’'t — and qamies don't
have a single supply chain anymore. They nee@ todking at
their supply chains based on different requirememtsey need to
manage those supply chains based on perhaps erhaps based
on cost, or based on the velocity that they're abtiselling that
product. Because they're going to need to movedilymods in
different ways and maybe in different size ordarsrder to meet
those different market requirements.

So it's about managing inventory, it's about loakinto different
locations where you store that inventory, havireg tiobal
inventory view, matching that and linking it to yawansportation
or logistics strategy, and being able to delivat to where you
need the inventory to meet your market demand. tAad it's
having visibility into that whole process, linkitgck again to
what we talked about and sort of the availablertompse, but also
visibility as a way to help you drive down the ambaf inventory
that you actually hold as a total entity for a camp

And finally, there is optimization, and this istbnderlying
process that allows you to take the guesswork oonadking
decisions, it's about making those decisions famter smarter.
It's about looking at how it impacts your busineg@r example,
who will be our most profitable customer tomorrow?hat price
will maximize profit from sales? And this typeioformation
needs advanced analytic capabilities, and it'gusitiooking at,
you know, historically what you’ve done or makingradiction
about what's going in the future. It's actuallykiray a
recommendation on how you can get the best refsulisur
organization. And in the past, this has been dign@most
somebody just taking a guess at what would workdbas prior
experience. But now what we’re doing is we're atljubasing
and optimizing your commerce processes based odata

Excellent. So this has been greatedn so far you've gone
through and really sort of talked about the dabmitand the
challenges and sort of a view of the different asparound
commerce. Could you give our listeners some examiphow this
is being used by enterprises?

Yeah, I'd love to. There’s so margmples, it's always difficult
to choose. But just maybe to give you just a gsic&pshots of
some customers, and I'll start with maybe a retdike Best Buy,
you know, who is experimenting with the mobile chain You
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know, one of the biggest challenges for retailenshen you walk
into a store and they have an out of stock sitagto the item you
want. Being able to have an associate who cah,thdir mobile
device in the store, not have to wander off to eklufice
storeroom, but there in front of the customer, lle & look up
inventory on a device, offer the customer differteriiliment
options. You know, we can have it shipped to ¢hige, we can
hold it in another store for you and you can go picé#t it up, or

we can ship it to your home. Offering that sorto$tomer service
iS a great way to service their customers.

Now a look at other customers, another big rataieo is using
inventory in their stores as part of their fulfigmt process. Now
this is a great way to drive cost out of your sypgiain, shipping
the product from closer to the consumer rather fran a more
distant distribution center. But it also resuttsireduction in
markdowns. You know, typically with seasonal tyjgens, you
know they have a shelf life, and if you can seergly@u have
inventory and make decisions and ship from thosations rather
than force a markdown, you're going to drive revefrom your
organization.

Looking at a large consumer packaged goods, CRGp@oy,
they're doing some fantastic things from a trantgian
perspective. You know, you'd think transportatisfiairly
straightforward but there is complexity when youwesling with
thousands of suppliers, suppliers of raw mateaalsackaging,
and managing that inbound process to ensure thatpyoduction
system runs as lean a way as possible is a vesfibeth move for
an organization. But if you then tie that inboysrdcess to your
outbound process, and you look at how you can dinlage orders
into larger shipments which typically have lowestsoand do a
multi-pickup, perhaps even a multi-drop-off typansportation
planning process, you can really drive costs oybooi supply
chain.

And then | look at companies like a European doetaransport
company, who were challenged with managing or wetke
situation where they typically had to move milliasfscontainers
every year that were empty as part of a backhadgss. So
they’d move goods for a customer, but then haetiarn the
container empty to another location to pick updraer. To be
able to feed that information into an optimizatemygine that could
assess where was the best location to source titaircer from
based on demand and based on constraints in thenemabled
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them to save millions of Euros each year by redytiie number
of backhauls, empty backhauls they did with thas®ainers.

That's great. Those are some greahpbes. We have a couple of
minutes left, | was hoping Peter you could talk#dww IBM is
innovating in this space.

Yeah, I'll give you a couple of duexamples. We talked about
optimization and it's closely linked with advancaaialytics. But
think of being in a business process where you Wwahave access
to performance that’s occurred so that you can radketter
decision. I'll give you a couple of examples. Yrewcreating a
guote for a customer, and you want to view whategion the last
week, month, have been most successful from auwlgco
perspective, so that you can pitch the right piacthis type of
customer and win that business is a great exang§eembedding
those analytics as you go through the quote prasessvay that
we’re innovating in the process.

A second one that | would take would be around noben agility
standpoint. So things are getting much more dyoammough the
commerce process. No longer are static businéss samething
that are going to work and make it easy to win ¢hasals. So the
ability to have business users modify, change thales, very
dynamically, for example, based on margin calcategj is another
great way to drive revenue for your organization.

Excellent. Great stuff. Well Petenant to thank you so much
for joining us with this podcast today.

Thank you very much. | enjoyed it.
Thanks for listening. Please do vB&M.com/software to connect

with our experts, continue the conversation, anléaon more
about smarter software from IBM. Let’s build a steaplanet.



