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Defining The Issue

We hear a lot of talk these days about CycleTimeReductionsand Speedto
Market initiatives. There are a multitude of definitions for each and the two
concepts are often viewed as one and the same. We disagree. CycleTime
Reductioninitiatives focus on compressing timelines to reduce the design to
delivery life cycle of products.

Speedto Market, on the other hand, is about market penetration and
expansion. It is a continual, disciplined response to market demand that
drives revenue and gross margin increases, while reducing inventory carrying
costs and building customer loyalty. It is about gaining market share, not just
compressing and reducing cycle times. In a Speedto Market world, cycle time
reductions are incorporated into the model to drive profitability.

Thinking About Profitability

A lot of retailers talk about profitability, but that’sonly part
of the story. Is profitability averaged or is it based on
stratification between fast fashion, fashion and basics? And
how does that translate into customer profitability? Does
the retailer further segment that profitability information
and respond with the right speed to market to take
advantage of customer behaviors?

For example, if you look at the turns relative to fast fashion,
fashion and basics, it is reasonable to expect eight turns for
fast fashion, six turns for fashion and four turns for basics.

However, core products and basics that are turning too fast
can translate into out of stock conditions in specific colors
and sizes, and even lost sales relative to fashion and fast
fashion. The customer that is excited about all your new fast
fashion may be disappointed to discover that the basic black
slacks that would go perfectly with the sexy babydoll top
isn’tavailable in their size.
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Speed: LǘΩǎAll Relative

Establishing the right speed relative to what is needed can even include
adjusting product design and delivery to a slower speed for more basic
goods, allowing smaller shipments of basics in the right sizes and colors. And
slower speeds for basics can position a retailer to take advantage of factory
down time and price concessions that longer lead times allow.

Missing An Opportunity

Few retailers have made significant strides in the area of Speedto Market as
they continue to build their technology and processes around product and
line-of-business silos and fail to leverage new technology-enabled business
processes across lines of business from an enterprise perspective. This is a
barrier to Speedto Market for new business initiatives. It can also result in
products that don’tmeet the latest safety or regulatory requirements,
another example of a typically “siloed”area that must be transparently
embedded throughout the process within the supporting technology
platform.
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Speedto Market recognizes that fast fashion and
basics drive business to each other. That the
color palettes used in ladies tops can create the
desire for new sheets and bedding in home
fashion. Most successful apparel retailers grow
share and profitability with freshness of product
(more seasons in fashion products). This results
in higher sales at higher prices (freshness), more
customer visits, fewer markdowns and higher
gross margin.

In the basic categories it is not necessarily about
compressing time lines, but about insuring
better in-stock positions at the size / color level,
resulting in higher sales. While this is critical in
apparel, the same review is relevant in all
businesses (home, electronics etc). All of this
builds the store as a brand and substantially
increases customer loyalty.
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(Technology) Backbone Matters

For Speedto Market to be leveraged, retailers must have a flexible, integrated
and agile technology backbone that can be quickly configured across lines of
business and products. This needs to be adapted to the processes required to
bring new products to market quickly, balancing the flow of the right size and
color of core products to the store floor. It is ensuring that designers,
merchants, buyers, suppliers, mills, color and inspection companies, logistics
personnel and finance people don’twork in isolation.

The most important thing is a solid base of information. You need to have a
single, specific, integrated and consistent view of your merchandise strategy,
flow and execution, as opposed to trying to accumulate, move or replicate
information from different information silos, in order to make good decisions.
Tools to support it focus on cycle time reductions (e.g. Product Lifecycle
Management), planning and forecasting, sourcing, ordering, production and
supplier management, compliance, logistics, market intelligence, and
analytics, all in an effort to respond at the RIGHT speed with the right
products that meet demand.

Think Slinky, Not Lego

It’seasy - and traditional - to consider your operational
systems as a collection of processes tied together with
more or less integration. The goal has historically
been to align these systems in such a way that each
“Lego”piece is connected to the ones before and after
as tightly as possible. That’sfine if integration is all
you’relooking for. If you want to step beyond
integration, compress cycle times and profitably grow
market share we suggest a different analogy: Think
Slinky,Not Lego

Picture Speedto Market as a giant Slinky coil, a continuous, connected loop
that expands and contracts based on interactions and causal effects. It is not
just integrated –it is ONE. It is the retailer that truly adopts and executes on
this single platform that will be the winner tomorrow, for they will have
moved from simple CycleTime Reductionsat a point solution level to the
holistic design, sourcing, production and delivery of the right merchandise at
the right place, at the Right Speed.
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TradeStone Software

TradeStone Software provides Merchandise Lifecycle Management™
software that enables the world's most successful retailers to bring
innovative and highly profitable private label products to market at record
speeds.

The Merchandise Lifecycle Management suite, which consists of PLM for
Retail, Global Sourcing, Order Management, Logistics & Finance and Supplier
Management delivers results - 200 to 400 basis points to the bottom line;
sales increases of 3 - 6 percent; average consumer spend increases of seven
percent; and sell through at margins of 78 percent.

TradeStone customers include American Eagle Outfitters, Belk, Boots,
Deutsche Woolworth, Genuine Parts Company, Groupe Dynamite, Guitar
Center, Kohl's, Le Chateau, Lowe’s,Macy's, Mr. Price Group, NBrown Catalog
Company, Pacific Sunwear, Quiksilver, Regatta, Shoppers Drug Mart, Shoprite,
The Children's Place, The Gap, Urban Outfitters and Wilkinson.

The company is headquartered in Gloucester, Mass., with offices in Atlanta,
New York City, Bangalore, Hong Kong and London. For more information visit
www.tradestonesoftware.com.
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Contact Us

Headquarters
17 Rogers Street
Gloucester, MA 01930 USA
Tel:  978.281.3723
Fax: 978.281.0673
www.tradestonesoftware.com
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