
Electronic Commerce: Enhancing Performance in Special- 
ty Retailing 

Electronic commerce is providing a number of companies an opportunity for 
Improvements In efficiency and performance. Electronic commerce Includes the 
support of markets, inter-firm coordination, and information exchange via 
electronic means. There are a variety of applications under the electronic 
commerce umbrella including automated teller machines, computer-assisted 
trading systems, airline reservations, electronic data interchange, the internet, 
satellite, and multimedia. 

Buying and selling over such plat- position of specialty retailing firms and to 
forms as the Internet, on-line services support pipeline strategies. The use of ' 

like CompuServe, Prodigy, or Amerioa information technology offers the oppor- 
Online, new forms of electronic shopping tunity for the specialty firms to 'level the 

playing field' with larger national compet- 
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under development by cable and tele- 
phone companies, private interorganiza- 
tional networks using electronic data in- 
terchange (EDI), or other means of pro- 
viding computer-mediated transactions 
over telecommunications networks are 
all examples of emerging electronic mar- 
ketplaces. 

An example of the impact of electronic 
commerce within a specific industry seg- 
ment can be found in specialty retailing. 
Specialty retailers concentrate on specif- 
ic products, services, or locations, com- 
peting with both large national chains 
and local mom and pop stores. The spe- 
cialty retailer is involved in a number of 
significant linkages that can be enhanced 
through electronic connections. These 
connections have often been referred to 
within the retail industry as Quick Re- 
sponse (QR), a kind of retailing 'just-in- 
time' that links suppliers, manufacturers, 
vendors, distribution centers and retail- 
ers. A recent study of specialty retailers 
found the use of Quick Response to have 
significantly enhanced firm performance 
in terms of comparable store sales, sales , 
per square foot, and stock turn [4]. 

This article explores the impacts of 
information technologies that support 
electronic commerce, including Quick 
Response, in specialty retailing. The fol- 
lowing sections discuss the use of IT, the 
impact of electroniccommerce on agroup 
of specialty retailers, and RETEX, the 
retailing consortium that is providing its 
members the tools to effectively partici- 
pate in electronic commerce initiatives. 

lnformation Technology and Speciai- 
ty Retailing 

lnformation technology has the poten- 
tial to provide specialty retailers, their 
suppliers and their customers with sub- 
stantial improvements in operational ef- 
fectiveness, quality improvement, and 
productivity. The opportunities for elec- 
tronic integration of purchasing, selling 
and financial cycles provide numerous 
opportunities to improve the competitive 

service of the mom-and-pop stores [I]. 
Working with suppliers to control the 

flow of product, reduce inventories, and 
improve in-stock positions has been an 
important activity for many retailers. In- 
creasingly, specialty retailers are using 
IT to identify new channels for distribu- 
tion and access to customers. The ad- 
vent of retailing cable N channels such 
as QVC and Home Shopping Network 
and the opportunity these channels pro- 
vide for interactive connections with cus- 
tomers, has led several key specialty 
retailers (including Sharper image, Wil- 
liams-Sonoma, and Liz Claibome) to 
participate in this new approach to sales. 
However, some in retailing are not con- 
vinced that the new interactive connec- 
tions will be a major influence on most 
retail shopping [3]. 

Customeroriented IT 
The use of telecommunications to 

maintain customer connections has 
played an important role for the specialty 
retailer. Telemarketing and customer 
service activities have become increas- 
ingly sophisticated. The telecommunica- 
tions links with customer can often begin 
at the point of sale, with increasingly 
detailed mechanisms for capturing cus- 
tomer information and buying patterns. 
Frequent-shopper card programs, bar 
coding, UPC labeling and scanning tech- 
nologies enable retailers to capture de- 
tailed customer information, to provide 
incentives for frequent shoppers, and to, 

support micromarketing opportunities for 
targeted advertisement to specific cus- 
tomer segments. 

Decision Support 
Specialty retailing has adopted deci- 

sion support systems (DSS) to provide 
information to managers and analysts 

. throughout the merchandising chain. The 
most 'heavily developed uses for DSS 
have been in the area of buying and 
merchandise planning. Inventory man- 
agers and buyers are supported by DSS 
systems that coordinate inventory replen- 
ishment, sales forecasts and support of 
store promotions. Customer demograph- 
ics have provided another key element to 
decision support systems development. 
The ability to target market at the SKU 
level has been an addition to many DSS. 

Quick Response 
Quick Response (QR) is a key ele- 

ment of electronic commerce in retailing. 
QR involves retailers deploying a variety 
of information technologies, including 
point-of-sale (POS), bar-coding, automat- 
ed inventory management, electronic 
data interchange (EDI), and electronic 
invoicing. In a recent survey, Kurt Salm- 
on & Associates [5], identified four levels 
or stages of QR (Table 1). The first level 
involves automated point-of-sale (POS), 
bar coding, universal product codes 
(UPC), automatic price look-up and elec- 
tronic data interchange (EDI) for order 
entry and inventory management. A sec- 
ond level involves automatic replenish- 
ment by suppliers, forecasting and elec- 
tronic invoicing. ED1 at this stage in- 
cludes order status, invoicing and ad- 
vance shipment notices. Enhancements 
in stage three include using the informa- 
tion gleaned through the elements of the 
earlier stages for pre- and post-season 
planning, shipment container marking and 
arrangement. In the fourth stage, suppli- 
ers actually take over inventory manage- 
ment functions. This stage also includes 
seasonless retailing (the ability to pro- 
vide all products on a year-round basis) 
and space management. A recent exten- 
sion of the Quick Response perspective 
is Effective Customer Response [2]. This 

Quick Response I Level I Technologies and Applications I 

Table 1 : Levels of 

Automated point-of-sale, bar coding, universal product code, auto- 
matic price look-up, ED1 for order entry and invertory management 

Automatic inventory replenishment, forecasting, electronic invoicing, 
ED1 for order status, invoicing and advance shipment notices 

Pre- and post-season planning, shipment container marking and 
arrangement, cross-docking 

Suppliers take over inventory management functions, seasonless . 
retailing, space management 

hick Response [5] 
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Figure 1: Electronic commerce information tect 

involves refining the information provid- 
ed by the QR approach in defining inven- 
tory levels and working more closely with 
suppliers. 

QR technologies are one type of inter- 
organizational system (10s) which in- 
cludes retailer, manufacturer, transport- 
er, downstream supplier, and bank. QR 
can create an electronic market allowing 
each of these stakeholders to work as 
one virtual organization serving the ulti- 
mate consumer. Quick Response re- 
quires a commitment to share informa- 
tion and to cooperate with key suppliers 
and other ~roviders. Electronic Data In- 
te rchanges(~~~)  is a key component of 
Quick Response systems. ED1 establish- 
es data formattingthat allows the move- 
ment of business documents electroni- 
cally between or within firms. This struc- 
tured, machine-retrievable format per- 
mits data to be transferred, without re- 
keying, across software applications and 
business locations. 

Quick Response is defined and used 
differently from firm to firm. Technologies 
and applications typically work together 
in meeting a particular company objec- 
tive. These technologies can be used 
across the retailing including suppliers, 
distribution centers, banks, internal op- 

, erations, and customers (see Figure 2). 

Electronic Commerce: Performance 
Impact 

In a survey of 75 specialty retailers, 35 
firms were using at least level 1 QR 
technologies and applications [4]. These 
firms were compared to non-QR firms 
and were found to outperform the non- 
QR firms significantly on two key per- 
formahce measures: comparable store 
sales growth and sales per square foot. 
The 17 firms implementing QR level 3 
and 4 technologies showed even higher 
performance on three key measures: 
comparable store sales growth, sales 

~nologies in the retail pipeline 

per square foot, and stock turn. 
The adoption of QR within specialty 

retailing is only at 47% in the study sam- 
ple. Firms not adopting cite several key 
reasons including difficulty with the tech- 
nology, lack of supplier IT sophistication, 
and difficulty in proving economic bene- 
fit. QR proponents will need to address 
these concerns before widespread adop- 
tion, particularly among smaller firms, 
occurs. 

Key Learnings on Quick Response 

1. Quick Response appears to have a 
positive impact on key performance 
measures, particularly performance 
measures related to efficiency and im- 
proved stock handling (new SKUs, 
stock turn, sales1s.f.). 

2. Retailers with a smaller number of 
suppliers, with, more of a commodity 
product, and actively involved with sup- 
pliers tend to adopt QR more readily, 
because it has a clear payoff. 

3. Retailers with a large number of sup- 
pliers and more perishable or fashion- 
conscious products and more of an 
internal or end customer focus. find it 
more difficult to adopt QR technolo- 
gies. 

4. The basic set of technologies and ap- 
plications in specialty retailing include: 
POS, e-mail, UPC, bar coding, credit 
authorization. 

5. The adoption of QR is influenced by 
supplier IT sophistication, ease of use, 
and economic benefit, the complexity 
of the product mix, and the relation- 
ships between MIS and operating de- 
partments including buying and store 
management. 

In short, few companies use the entire 
range and the advanced stages of QR. 
The non-technological issues involved in 
sharing information with suppliers regard- 

ing inventory and sales have often kept 
suppliers from truly managing invento- 
ries and participating fully in the concepts 
of space management and seasonless 
retailing. Many retailing firms wait until 
technologies are ubiquitous and com- 
modiized before they purchase and adopt 
them. POS is a good example of one of 
the few technologies that has reached 
this level. 

Developing Electronic Commerce 
Capabilities 

To provide access to more sophisti- 
cated applications, some firms are turn- 
ing to the Internet. The Internet has be- 
come a valuable tool for those firms with 
less technological sophistication by re- 
ducing their requirements for building an 
internal infrastructure. Instead, the net- 
works provide the technology and the 
technical expertise. Another approach 
available to firms is the industry consor- 
tium. In specialty retailing, RETEX, The 
Retail Technology Consortium provides 
access to a variety of advanced technol- 
ogies including EDI, satellite, and ad- 
vanced QR applications. 

RETEX: An Electronic Commerce 
Consortium 

The potential impact of electronic com- 
merce has also been reflected in the 
growth of RETEX, an international con- 
sortium of retailers providing the group 
buying power and access to advanced 
technologies including voice, data, satel- 
lite, electronic funds transfer, and credit 
authorization. RETEX, The Retail Tech- 
nology Consortium, has grown rapidly 
from an initial group of a dozen compa- 
nies in late Fall 1992 to over 900 compa- 
nies at the end of 1994. The prime mov- 
ers in RETEX have been MIS executives 

General Nutrition 
Liz Claibome 

The Gap Leslie Pools 
Brookstone Barnes & Noble 

U.S. Shoe 
County Seat Stores Charming Shoppes 

Table 2: Prime movers in RETEX 

at the initial twelve companies (Table 2): 
RETEX is a non-profit, membership 

organization with a mission 'to provide 
member companies with high quality', 
'best in practice', low cost technologies, 
products and services through coopera- 
tive buying arrangements. The consorti- 
um model has allowed member compa- 
nies to begin to level the playing field 
versus their regional and national com- 
petition. RETEX members who are spe- 
cialty retailers typically face strong com- 
petition from both major national retailers 
as well as local 'mom and pop' competi- 
tors. The model of the networked organ- 
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I Area I P a W r  1 Description I 

Voice 

Satellite 

Credit 

Table 3: 

ization undertaken successfully at large 
national retailers including Wal-Mart, 
Sears, and J.C. Penney has provided 
these companies with substantial advan- 
tages in inventory management, cost 
structures and distribution. RETEX pro- 
vides the technological tools for specialty 
retailers to capture the same advantag- 
es. 

MCI 
AudifTel 

CallPoints 

Hughes 
' 

NPC 

The impact of the consortium buying 
power has been tremendous. It has 
brought significant savings for firms with 
a handful of stores to several thousand 
stores as they now purchase telecom- 
munications services at the rates of the 
consortium buying strength of tens of 
thousands of stores. The immediate im- 
pact of the RETEX advantage 'is in the 
area of cost reduction. The availability of 
the supporting information technology, 
including sophisticated telecommunica- 

, tions, provide an opportunity to support a 
number of additional organizational strat- 

-- - - -  

The MCI Voice deal was the original product of RETEX and has 
established an impressive record of building member minutes. RETEX 
, is now MCl's second largest customer. In addition to the MCI deal, 

RETEX has voke-related deals with Callpoints and AudiTel. 

The Mall SAT project is the result of RETEX's identification of satellite 
as a key component for retailers operating from numerous standalone 

locations. Hughes is the vendor of choke'in developing a public 
satellite network. Initial installation is slated for the 1500 largest malls 

in the U.S. 

The credit authorization project is a joint venture with NPC, one of the 
largest credit processing f i n s  in the United States. The opportunity for 

all member companies to participate is high. 

egies including differentiation, growth, 
and alliances. The enhancements avail- 
able through RETEX also provide mem- 
ber companies the opportunity to explore 
outsourcing, reengineering, and organi- 
zational learning initiatives. In providing 
information technology s e ~ c e s  and prod- 
ucts to member companies, RETEX is 
also enabling these individual members 
to pursue a networked approach in deal- 
ing with suppliers, distributors, financial 
service providers, and customers (Table 
3). 

TEX product offerings 

Conclusions 
The specialty retailing arena is in- 

creasingly influenced by electronic com- 
merce. inventory management and in- 
store technologies had significant posi- 
tive impacts on performance. The results 
of this study suggest that,many specialty 
retailers are making IT an important part 
of company strategy. While many firms in 
specialty retailing have competitive ad- 
vantages from other sources, the level of 

IT sophistication is increasing. The op- 
portunities for IT use are also becoming 
more integrated across retailing opera- 
tions. Electronic commerce has proven 
performance advantages and will be an 
increasingly common element in retail- 
ing operations. 
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Empirical Survey of ED1 Applied in Practice 

Although the technology to transfer business information electronically 
between computers of different trading companies or organizations has existed 
for a long tlme, Electronic Commerce (EC) or Electronic Data Interchange (EDI) 
has not yet found acceptance on a large scale. One reason for this may be seen 
in the fact that potential ED1 users have not had much knowledge of ED1 in 
practice. in order to provide them with relevant lnformation an empirical rese- 
arch to survey different aspects of EDi was conducted. 

At the end of 1994 the 'DeutscheTele- cols for EDI. The project has been denot- 
kom AG' (formerly the German public ed VULCAN which is the German abbre- 
telecommunication operator 'Deutsche viation for 'virtual enterprises as a teach- 
Bundespost Telekom') and the Institutes ing, research and training network' [I]. 

by J6rg Meier and Henry Suhl, 
University of Hamburg 

for Business lnformation Systems at three 
German universities prolonged their re- 
search project on EDI. The main objects 
of the project are to encourage the devel- 
opment and the use of EDI, especially 
UNIEDIFACT, to examine the suitability 
of networks, services, devices and proto- 

The universities established training firms 
and the students are transferring simu- 
lated business data via ED1 to virtual 
partners for further processing. The com- 
position of these virtual companies is 
regarded as a lab for scientific research 
in the field of EDI. In the first phase of the 
project an empirical study was undertak- 
en in cooperation with 'Siemens Nixdorf 
lnformationssysteme AG' (SNI AG). 

Empirical Study 
The major objectives of this survey 

were the economic effects of EDI, the 
reasons for implementing EDI, the great 
variety of technical ED1 variants and the 
speed of ED1 diffusion. The investigation 
was based on the method of question- 
naires circulated during the period from 
June to July 1994. Out of 100 German 
companies addressed 85 answered the 
questionnaire. This favorable response 
rate can be attributed to the fact that the 
employees in charge of the ED1 system 
had been asked before to answer the 
questionnaire. 
' The ED1 users interviewed were man- 

agers of medium and large-sized compa- 
nies representing the industry sectors of 
manufacturing, trading, transportation 
and banks. The following article gives a 
brief description of the survey results. 
Most of the companies interviewed (70 %) 
introduced ED1 during the past five years. 
The majority of the companies (88 %) are 

EM - Electronic Markets / No. 15 1 May 95 1 Page 8 

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
S
c
h
m
e
l
i
c
h
,
 
V
o
l
k
e
r
]
 
A
t
:
 
1
4
:
0
9
 
8
 
M
a
r
c
h
 
2
0
1
0




