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Globalization is changing the retail landscape

Consumers are Everywhere Share of Top 250 Retailers Sales by Region, 2006
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BRIC nations are estimated to account for
13% of world retail sales by 2011, up from
11% in 2006 and 2% in 2001, according to
Euromonitor International
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It Pays the be Global

Sales Growth and Profitability by Level of Globaliz ~ ation
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US eCommerce continues to outperform the total US r

market is slowing

etail market, even as the entire

Soft US Retail Market

The overall US retail market has long witnessed single
digit YOY growth rates and recently contracted in the
4t quarter of 2008

Retailers are struggling in a competitive environment
with the US Consumer Confidence Index at an all-time
low

Growing Importance of the Online Channel e

The contraction of total retail spending combined with
positive eCommerce growth means that online is
growing as a percentage of total spending

A strong eCommerce presence can drive additional
in-store sales, helping to offset the expected decline
from a deteriorating economy

Despite a contraction at the end of 2008, eCommerce
sales are poised to increase at a single-digit pace
through 2013 and offer the one area that retailers can
still find growth
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Global eCommerce expansion provides additional grow

th opportunities

International Opportunity

International markets are maturing and ripe for
expansion

Several eCommerce markets are growing faster
than the US, due to faster internet adoption and
increased credit card penetration

BRIC countries are growing at some of the
fastest rates but are not as mature and pose
greater risk

Favorable Exchange Rates

Favorable foreign exchange rates have acted as
a catalyst for many retailers to expand
internationally in recent years
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International strategies vary by retailer but can b

Transform

e simplified as Leverage vs.

Brand equity, customer experience, and risk tolerance provide the foundational dimensions for developing an international expansion

strategy

International
Branding /
Merchandising

Customer
Experience

Risk Tolerance
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Leverage

Transform

Utilize Brand

Online channel quickest way to get product to new
costumers and penetrate new markets

Works best for well known, premium brands (e.g.
Coach)

Direct online marketing might be cheap and easy
way to drive consumer interest

Merchandising focused on a consistent, streamlined
product offering

Build Brand

Demonstrate value proposition to new markets

Flagship stores and partnerships are effective, but
time consuming and costly

Build a brand consumers see and touch

Local brand building shows commitment to the
consumer and the region that can increase loyalty

Merchandising assortment tailored to each market
(e.g., regional sizing and product descriptions)

Global Customer Service

Global approach results in controlled, generalized
communication with customer

Corporate team controls online brand and delivers
globally consistent message

Miss personal level of service that localization
provides (e.g. fulfillment time and duty calculaion)

Regional Customer Service

Regional approach creates unique, market-based
customer experience

Local knowledge & expertise delivers customization,
and high level of service

Customized customer experience can present
inconsistent message and cause brand dilution

Lower Risk

Online presence supported by U.S. logistics has
limited additional fixed cost, limited risk

Test brand viability abroad with limited capital
investment

Outsource fulfillment, fraud protection, currency
exchange, etc. to third-party providers

Higher Risk

International supply chain risky to build, but perhaps
necessary to deliver brand promise (e.g. Wal-Mart)

Multichannel customer delivery and cross-functional
shared services

Internally control and customize all service delivery
requirements




Strategy drives the desired functionality which, in

turn, helps determine the optimal IT

solution
Privacy and Direct marketing Customs, duties, Demand planning }Nebgite i Currency and Call Center
L - intearation unctionality conversion
security issues Brand placement and tariffs g Web Support
G Warehousi Merchandise Multi lingual Local tax and
overnment Cultural arehousing assortment content VAT calculations :
policies / legal considerations _ lecti Service Level
issues Localized selection Technology Payment types
shipping and platform
) ) Iltem setu
Taxation and delivery P Fraud
accounting International
issues Returns pricing
processing

Localization Requirements
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Delivering a Global E-Commerce Solution

Paul Dyson, e2x limited
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As an Example

A single global platform
supporting 80+ countries
In 50+ languages

Replacement for many country-specific sites,
Including sub-brands (Norelco, Magnavox, Walita)

Online catalog, direct marketing campaigns,
support functionality, some direct commerce.

Delivered incrementally 2001-2004, built on ATG

© e2x limited 2009. All rights reserved.



The BIG Question

What type of global online organisation do you want to be?
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Centralised Dispersed
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Centralised Organisations

Control all online features and services
from the centre

Provide tools for the 'countries' to localise
and manage their content

- Content translations

- Catalog

- Marketing campaigns

- etc.

Co-ordinate the requirements of the
countries

© e2x limited 2009. All rights reserved.



Dispersed Organisations

Allow the countries to develop their own
online offering

Provide standards, constraints and/or
guidance to direct the countries

Allow the regions to collaborate in an ad-
hoc manner

© e2x limited 2009. All rights reserved.



Centralised

Potential for lower total
cost

- Development and
operations

Country variation a
challenge

All regions must align on

features, timescales, etc.

Co-ordination and
Control

Dispersed
Country freedom

- Online offering

- Timescales and
approach

Each country must
support its own
development and
operations

Lack of control

© e2x limited 2009. All rights reserved.



Why is this such a BIG question?

“*Organisations which design systems ... are
constrained to produce designs which are
coples of the communication structures of
these organisations” - Melvin Conway

The type of organisation you are will
Influence the technology choices you
should make

© e2x limited 2009. All rights reserved.



Technology Non-Options — 'Anarchy'

J Each country has its

: own solution, built on its
own choice of

ﬁ technology,

Independently managed

Ultimate in freedom

Not really an option for a
truly global company

© e2x limited 2009. All rights reserved.



Technology Options — 'Whitelabel’

Shop

=

Each country has its
own solution, built from
a common
Internationalised
codebase,
Independently managed

Facility for country
variation

Challenge to keep
codebase under control

© e2x limited 2009. All rights reserved.



Technology Options — 'Platform'’

One fully-
Internationalised
solution serving all
countries, centrally
managed

Potential for lowest TCO

Challenge to meet all
the needs of all the
countries

© e2x limited 2009. All rights reserved.



What does 'Internationalised' mean?

Content Words, pictures, digital artefacts
Branding and Country-specific colour schemes and
Layout layout, region-specific brands
Catalogue Different products per country vs.

views on a 'global catalogue'?

Marketing and
Promotions

Global and local campaigns, brand-
specific variations

User Profile

Different types and level of
personalisation

Fulfilment,
Inventory, etc.

Different third-party providers and/or
back-end systems

Custom services

Country-specific features and regional
variations in services

Governance and
compliance

Country-specific laws governing data
storage, etc.

© e2x limited 2009. All rights reserved.




Which is best?

Depends on organisation more than
technology

Platform hardest to do well but has the
greatest flexiblility

ATG provides an excellent foundation for
elther approach

- e2x has an Internationalisation framework built on ATG

Our ATG clients have used variants on both
approaches

© e2x limited 2009. All rights reserved.



Questions?

Thank you for
participating.

Please visit
www.atg.com for

more Information.

Kasey Lobaugh
Deloitte Consulting
klobaugh@deloitte.com

Paul Dyson

e2x limited
paul.dyson@e2x.co.uk
http://www.atg.com/globalization

Kelly O'Nelll
ATG
koneill@atg.com



