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Executive Summary 

Today’s customers find value in seamless shopping experiences that 

provide multiple fulfillment options — and retailers are working to evolve 

their business capabilities toward accommodating for those options.1 In 

2019, omnichannel efforts continue to be a digital business priority for 

retailers surveyed by Forrester. However, many retailers are still unable to 

check the box on all omnichannel capabilities, and even more have yet to 

optimize the ones they already have. The most important investment for 

any omnichannel program is to ensure that shoppers, store associates, 

and suppliers know the precise location of which products are where in 

every store. Many surveyed retailers have still not achieved that vision: 

56% said that inventory accuracy was a problem for their omnichannel. 

However, the top omnichannel investment in 2019 is order management 

systems, which promise to support both inventory accuracy and order 

routing. Fifty-three percent of those surveyed look to invest in order 

management system (OMS) technology in 2019.2 

IBM provides the Sterling Order Management System that helps its 

customers solve for inventory visibility, management, and the improvement 

and expansion of their omnichannel order fulfillment capabilities. IBM 

commissioned Forrester Consulting to conduct a Total Economic Impact™ 

(TEI) study and examine the potential ROI enterprises may realize by 

deploying IBM Sterling Order Management. The purpose of this study is to 

provide readers with a framework to evaluate the potential financial impact 

of the IBM Sterling Order Management on their organizations.  

To better understand the benefits, costs, and risks associated with this 

investment, Forrester interviewed several customers with years of 

experience using IBM Sterling Order Management.  

Prior to using IBM Sterling Order Management, the interviewed customers 

used a collection of dated, often homegrown legacy solutions that had 

reached their limit in terms of capabilities and geographic scalability. 

Visibility into inventory was lacking for both customers and the 

organizations themselves, which led to suboptimal internal operations and 

negative impact on the online customer. 

After implementing IBM Sterling Order Management, organizations reaped 

the benefits of improved inventory visibility and omnichannel order 

fulfillment capabilities. Online conversion rates have gone up, driving 

additional profit, while escalating internal costs have been reduced. 

Ultimately, retailers are in a better position to deliver on the experiences 

that their customers are expecting in an era of increased online 

competition. 

Key Findings 

Quantified benefits. The following risk-adjusted present value (PV) 

quantified benefits are representative of those experienced by the 

companies interviewed: 

› New profit from improved order management of $4.2 million. 

Interviewees collectively described an uplift in their eCommerce 

conversion rates after implementing IBM Sterling Order Management. 

Reasons cited for the improvement include improved availability (selling 

beyond store inventory, fewer stockouts), improved visibility, and more 

flexibility provided by additional omnichannel capabilities. 

Benefits And Costs 

 

 
New profit from improved order 
management:  

$4.2 million 

 
 
Cost savings from improved 
operations: 

$6.4 million 

 
 
Avoided costs from previous 
order management solutions: 

$2.3 million 
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› Savings from improved operations of $6.4 million. In addition to an 

uplift in conversion rates, interviewees noted improvements in 

operations as a result of IBM’s Sterling Order Management. Reductions 

in markdowns, shipping, inventory carrying, and inventory placement 

were cited as areas of cost savings. 

› Avoided costs of previous order management solutions of $2.3 

million. The interviewed organizations saved on license fees, regular 

hardware upgrades, and FTE maintenance hours by moving from a 

collection of on-premises tools to IBM’s SaaS-based Sterling Order 

Management system.3 

Unquantified benefits. The interviewed organizations experienced the 

following benefits, which are not quantified for this study:  

› Increased ability to innovate product experiences. Interviewees 

credited new omnichannel capabilities enabled by IBM Sterling Order 

Management when describing new experiences they are able to create 

for their customers.  

› A single source of truth for inventory visibility. By improving 

inventory tracking and visibility, interviewees noted the benefit of having 

a single, reliable view of their inventory to both the organization and their 

customers. 

› Reduced burden on the contact center. By providing customers with 

the ability to self-service on product availability, order, and return 

information, interviewed organizations cited a reduced reliance on the 

call center to service customers with this information. 

› Improved customer experience. By providing additional ordering 

options, product visibility, and product availability to customers, every 

interviewee told Forrester about a major perceived uplift to its customer 

experience. 

› Partner landscape. Interviewees noted the value in IBM’s expansive 

partner landscape. 

Costs. The interviewed organizations experienced the following risk-

adjusted PV costs: 

› License fees paid to IBM of $783,000 over three years. Interviewees 

paid a license fee to IBM for their OMS deployment, regardless if it was 

a SaaS or on-premises deployment. For SaaS deployments, hosting 

fees are included with the license fee. 

› Implementation and ongoing management of 3.5 million over three 

years. FTE labor hours were cited by the interviewees as the biggest 

cost driver for their organizations while implementing IBM’s Sterling 

OMS. Change management activities, implementation, and omnichannel 

capability development required the attention of personnel from across 

each of the organizations. Once implemented, a smaller team was 

dedicated to managing and developing additional omnichannel 

capabilities over time on IBM Sterling Order Management. 

› Third-party implementation and management support of $447,000 

over three years. Most of the interviewed organizations worked with a 

partner within IBM’s extensive network of partners to assist with 

implementation and management of the IBM OMS. Over time, as the 

organizations’ internal teams managing Sterling OMS continue to move 

up the learning curve, their reliance on partner support is reduced, as 

are the costs associated with third-party support. 

Forrester’s interviews with eight existing customers and subsequent 

ROI 
170% 

Benefits PV 
$12.8 million 

NPV 
$8.1 million 
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financial analysis found that an organization based on these interviewed 

organizations experienced benefits of $12.8 million over three years 

versus costs of $4.8 million, adding up to a net present value (NPV) of 

$8.1 million and an ROI of 170%. 

 

 
 

Total 
benefits 

PV, 
$12.8M

Total 
costs PV, 

$4.8M

Initial Year 1 Year 2 Year 3

Financial Summary

Payback 
period:

7 months

$4.2M

$6.4M

$2.3M

New profit from
improved order
management

Savings from
improved operations

Avoided costs of
previous order
management

solutions

Benefits (Three-Year)
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TEI Framework And Methodology 

From the information provided in the interviews, Forrester has constructed 

a Total Economic Impact™ (TEI) framework for those organizations 

considering implementing IBM Sterling Order Management System.  

The objective of the framework is to identify the cost, benefit, flexibility, and 

risk factors that affect the investment decision. Forrester took a multistep 

approach to evaluate the impact that IBM Sterling Order Management 

System can have on an organization: 

DUE DILIGENCE 
Interviewed IBM stakeholders and Forrester analysts to gather data 
relative to Sterling Order Management System. 

CUSTOMER INTERVIEWS 
Interviewed eight organizations using Sterling Order Management System 
to obtain data with respect to costs, benefits, and risks. 

COMPOSITE ORGANIZATION  
Designed a composite organization based on characteristics of the 
interviewed organizations. 

FINANCIAL MODEL FRAMEWORK 
Constructed a financial model representative of the interviews using the 
TEI methodology and risk-adjusted the financial model based on issues 
and concerns of the interviewed organizations. 

CASE STUDY 
Employed four fundamental elements of TEI in modeling IBM Sterling 
Order Management System’s impact: benefits, costs, flexibility, and risks. 
Given the increasing sophistication that enterprises have regarding ROI 
analyses related to IT investments, Forrester’s TEI methodology serves to 
provide a complete picture of the total economic impact of purchase 
decisions. Please see Appendix A for additional information on the TEI 
methodology. 

 
 

The TEI methodology 

helps companies 

demonstrate, justify, 

and realize the 

tangible value of IT 

initiatives to both 

senior management 

and other key 

business 

stakeholders. 

DISCLOSURES 

Readers should be aware of the following: 

This study is commissioned by IBM and delivered by Forrester Consulting. It is 

not meant to be used as a competitive analysis. 

Forrester makes no assumptions as to the potential ROI that other 

organizations will receive. Forrester strongly advises that readers use their own 

estimates within the framework provided in the report to determine the 

appropriateness of an investment in IBM Sterling Order Management System. 

IBM reviewed and provided feedback to Forrester, but Forrester maintains 

editorial control over the study and its findings and does not accept changes to 

the study that contradict Forrester’s findings or obscure the meaning of the 

study. 

IBM provided the customer names for the interviews but did not participate in 

the interviews. 
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The IBM Order Management Customer 

Journey 

BEFORE AND AFTER THE IBM STERLING ORDER MANAGEMENT 

INVESTMENT 

Interviewed Organizations 

For this study, Forrester conducted eight interviews with IBM Sterling 

Order Management customers. Interviewed customers include the 

following: 

Key Challenges 

› Previously deployed order management tools weren’t going to 

scale with escalating fulfillment requirements. The interviewed 

organizations were collectively using a variety of on-premises order 

management tools that were dated in functionality and limited in their 

potential to scale with customer demands in order fulfillment. These 

solutions also required frequent hardware upgrades and personnel 

hours to maintain them. One interviewee added that its organization’s 

order management technology was: “[…] very much Y2K, green 

screen and all. It simply wasn’t going to be an option for us moving 

forward.” Another interviewee added: “We are a global company. As we 

were trying to expand our eCommerce presence in other geographies, 

we were finding the cost and the timelines were too high with our 

homegrown solution.” 

› Inventory visibility for the customer was limited. While all of the 

interviewed organizations had some form of inventory tracking 

internally, it often lacked in accuracy and did not provide customers 

with full exposure to enterprisewide inventory available for purchase. In 

addition, available-to-promise (ATP) inventory numbers were often 

inaccurate. This led to poor visibility into product availability, leaving 

potential revenue on the table, and less-than-optimal experiences for 

customers. 

INDUSTRY REGION INTERVIEWEE REVENUE 

Specialty retailer United States  Solution architect $2.5 billion 

Specialty retailer  United States  Director of omnichannel strategy and operation $2.8 billion 

Apparel retailer Global  Manager, fulfillment and inventory intelligence  $3.3 billion 

Specialty retailer Global  Commerce consultant $3.4 billion 

General retailer United Kingdom Lead enterprise architect $5.3 billion 

Apparel retailer Global Global architect, direct to consumer $13.8 billion 

Apparel retailer Global 
Senior director, enterprise inventory and order 
management technology 

$34.4 billion 

General retailer Global Enterprise architect, customer fulfillment  $41.0 billion 

    

“We were working with a legacy 

order management solution 

that was very much a dated 

solution. From a technology 

perspective, it just wasn’t 

going to scale with our 

fulfillment requirements” 

Solution architect, specialty 

retailer 
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› Inventory management inefficiencies were pervasive throughout 

the organizations. Limited internal visibility into inventory led to 

inefficient stocking, warehousing, and shipping, driving internal costs 

up — ineffectively placed inventory was prone to stockouts and 

markdowns. 

› Developing omnichannel capabilities in house was costly and 

inefficient. In order to meet continually evolving customer 

expectations, interviewees explored their options to build capabilities 

internally such as “buy online, pick-up in store” (BOPIS). After initial 

analysis, all of the interviewees ruled out building internally due to time 

and labor costs. Creating and evolving homegrown solutions was 

determined to be too costly, too labor intensive, and unacceptably 

time-consuming. One organization told Forrester, “We had the quality 

of talent we needed to develop these capabilities in house, but we 

simply didn’t have the quantity of this talent required.” 

Solution Requirements 

The interviewed organizations searched for a solution that could: 

› Scale with their global expansion goals. Multiple interviewees 

described to Forrester the need to adopt a solution that would allow 

them to efficiently roll out omnichannel eCommerce capabilities across 

multiple geographies at once, without duplicated efforts. 

› Continue to evolve with customer requirements. A solution which 

would allow organizations to evolve their omnichannel order 

management capabilities over time without involving incremental FTE 

labor was universally required by interviewees. One executive told 

Forrester, “We needed a solution where we could incrementally add 

omnichannel features, but faster than we would be able to with another 

solution.” 

› Deploy on SaaS. Interviewed organizations expressed the need to 

deploy a SaaS solution for order management, in order to adhere to 

internal cloud modernization initiatives. 

› Expansive partner network. The ability to work with a wide range of 

partners if needed was noted. 

Key Results 

The interviews revealed the following key results from the IBM Sterling 

Order Management investment:  

› Conversion rate improvement. Each of the eight interviewed 

organizations described an increase in their eCommerce conversion 

rate attributable to their IBM Sterling Order Management deployment. 

Interviewees attributed the gain to improvements in availability, visibility 

into inventory, and flexible purchase and delivery options for 

customers. Of the interviewed organizations, an average increased 

conversion on inventory of 3% was collectively described. 
 

“With IBM OMS, no one does 

BOPIS anywhere near as 

quickly as we do. Nobody.” 

Lead enterprise architect, general 

retailer 

 

“We needed a solution where 

we could incrementally add 

omnichannel features, but 

faster than we would be able 

to with another solution.” 

Commerce consultant, specialty 

retailer 
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› Customers receive purchases sooner. Efficiency gains in visibility 

and distribution enabled by OMS translate to faster deliveries to 

customers by placing the inventory closer to the end customer. One 

interviewee, whose organization enabled same-day customer delivery 

on its IBM Sterling Order Management System added, “We’re never 

going to beat our biggest competitor in price, but we can now beat 

them in range and therefore speed of delivery.” Another interviewee 

noted, “We now always have a customer’s order on the truck from our 

distribution center (DC) heading to its home within 16-18 hours.” 

› Operation of multiple businesses on the same order management 

instance. One interviewee told Forrester, “We need the ability to 

operate multiple businesses on the same instance.” Half of the 

interviewed organizations interviewed needed order management for 

subsidiary businesses. IBM’s Sterling OMS allows each organization to 

do this if necessary. 

› Fewer instances of stockouts and markdowns. The increased 

control over inventory placement, enabled by IBM Sterling Order 

Management, allows organizations to place inventory closer to the 

locations where customers more frequently buy it. This results in fewer 

stockouts of quickly moving products or markdowns of stagnant 

inventory. Ship-from-store further contributed to a reduced chance of 

online stockouts. 

› Scalable across multiple geographies. Interviewees noted that they 

were able to expand their IBM Sterling Order Management system 

across multiple geographies with less effort than their previous 

solutions. One interviewee told Forrester: “Our IBM solution is more 

scalable globally. Before, we had order fulfillment and eCommerce in 

only 13 countries. Now, we are in 30 markets in total. This would have 

been impossible before.” 

› Reduced reliance on legacy infrastructure. By moving to a SaaS 

solution, organizations avoided the hardware refresh cycles and 

maintenance required for on-premises deployments. 

Composite Organization 

Based on the interviews, Forrester constructed a TEI framework, a 

composite company, and an associated ROI analysis that illustrates the 

areas financially affected. The composite organization is representative 

of the eight companies that Forrester interviewed and is used to present 

the aggregate financial analysis in the next section. The composite 

organization that Forrester synthesized from the customer interviews has 

the following characteristics:  

Description of composite. The composite organization is global, 

20,000 employee, $3B+ business-to-consumer retailer. The organization 

has a historically strong brand and an expansive brick and mortar 

presence, with 250+ retail locations around the globe serviced by 

regional distribution centers. The implementation of an order 

management system is part of a critical initiative to modernize the 

eCommerce experience by developing sophisticated inventory visibility 

and omnichannel fulfillment capabilities. In Year 0 of the analysis, 

eCommerce accounts for 10% of the retailer’s total revenue and its 

online conversion rate is 7%. The eCommerce business is growing 5% 

per year organically. 

Deployment characteristics. The composite organization has elected 

 
Key assumptions:  

• $3B+ revenue 

• $250M eCommerce 

revenue 

• $50 average order value 

• Multiple omnichannel 

capabilities launched 

“We now always have a 

customer’s order on the truck 

from our DC heading to its 

home within 16-18 hours.”  

Commerce consultant, specialty 

retailer 

 

“Our IBM solution is more 

scalable globally. Before, we 

had order fulfillment and 

eCommerce in only 13 

countries. Now, we are in 30 

markets in total.” 

Enterprise architect, customer 

fulfillment, general retailer 
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to use IBM Sterling Order Management on SaaS to replace its collection 

of on-premises, largely homegrown order management tools, which are 

becoming increasingly difficult to scale with the organization’s desired 

growth in eCommerce activity for global operations. The omnichannel 

capabilities deployed by the composite organization are: BOPIS, endless 

aisle, ship-from-store, ship-to-store, and buy online/return to store. 
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The table above shows the total of all 
benefits across the areas listed below, 
as well as present values (PVs) 
discounted at 10%. Over three years, 
the composite organization expects 
risk-adjusted total benefits to be a PV 
of more than $12 million. 

Analysis Of Benefits 

QUANTIFIED BENEFIT DATA AS APPLIED TO THE COMPOSITE 

 

New Profit From Improved Order Management 

Prior to the investment in IBM Sterling Order Management, interviewees 

collectively expressed to Forrester a series of order management 

challenges that added friction to the buying experience between the 

organization and their customers. Sales were often left on the table due 

to inefficiencies throughout the experience.  

› One specialty retailer interviewed by Forrester described the visibility 

and availability gap in its previous order management deployment: 

“While we had an OK view of our inventory internally, we never 

rendered this for our online customers. Being in specialty retail, where 

our product catalogue is a mile wide and an inch deep, we were 

holding too many options for our in-store customers that weren’t visible 

to the customer shopping digitally. It was a very sub-optimized 

experience.” 

› Another retailer interviewed by Forrester noted that due to limitations 

of its current solution, they only had 85% stock keeping unit (SKU) 

coverage for online customers, a significant visibility and therefore 

availability gap. 

After implementing IBM Sterling Order Management, interviewees 

noted turning their weaknesses of availability, visibility, and customer 

option into strengths, which continue to help them improve their 

conversion rates and grow their eCommerce revenue. 

› The UK-based general retailer noted that 90% of the UK population 

lives within 3 miles of one of its retail locations. As a result, the 

retailer leveraged its IBM Sterling OMS to turn product availability and 

delivery into a point of strength. The organization set up a hub-and-

spoke store network to ensure product availability to all customers 

even if its closest location was out of stock, increasing product 

availability by an estimated 10% across all of its eCommerce activity.4 

This drove an increased online conversion rate and new profit. Prior to 

the IBM Sterling Order Management investment, online sales had been 

declining between 5% and 7% per year, a trend which was stabilized 

and reversed. This turnaround would not have been possible without a 

significant overhaul of its order management capabilities enabled by 

IBM’s OMS. 

 
Interviewees collectively 

estimate a 3% increase in 

their online conversion rate. 

Total Benefits 

REF. BENEFIT YEAR 1 YEAR 2 YEAR 3 TOTAL 
PRESENT 
VALUE 

Atr 
New profit from improved order 
management 

$1,620,000  $1,701,000  $1,786,050  $5,107,050  $4,220,398  

Btr Savings from improved operations $2,484,000  $2,565,000  $2,650,050  $7,699,050  $6,369,038  

Ctr 
Avoided costs of previous order 
management solution 

$765,000  $990,000  $990,000  $2,745,000  $2,257,438  

 Total benefits  
(risk-adjusted) 

$4,869,000  $5,256,000  $5,426,100  $15,551,100  $12,846,874  
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Impact risk is the risk that the business 
or technology needs of the 
organization may not be met by the 
investment, resulting in lower overall 
total benefits. The greater the 
uncertainty, the wider the potential 
range of outcomes for benefit 
estimates. 

› Another specialty retailer described a 20% uptick in its eCommerce 

revenue that they attributed to new omnichannel options for its 

customers, particularly BOPIS. The interviewee added: “Our customers 

have an appetite for new omnichannel options. When customers come 

to pick up their items, that also gives us the opportunity to upsell in 

store. 

› “Our new fulfillment capabilities have been the single biggest driver of 

our continued eCommerce growth,” noted another interviewee whose 

organization has realized an estimated 5% growth per year attributable 

to its fulfillment capabilities. 

› Ship-from-store was cited as a significant driver of availability and profit 

growth as interviewees noted that shipping from store, in addition to 

distribution center inventory, reduced the likelihood of online stockouts. 

› Among all interviewees, eCommerce conversion rates improved after 

adopting IBM Sterling Order Management. While one organization 

estimated a conversion rate increase as high as 10%, the mean uplift 

was 3%. 

For the financial model, Forrester assumes that: 

› The composite organization’s eCommerce revenue is impacted by a 

3% uplift in conversion rate, which results in net new product sales that 

in the past would have gone to competitors’ websites.  

› The Year 1 eCommerce revenue for the composite organization is 

$300 million, or 10% of total revenue. This number grows 5% per year 

for each subsequent year of the analysis. 

› A gross product margin of 20% is assumed to calculate profit on 

revenue. 

This benefit will vary based on: 

› The industry and market conditions affecting an organization’s 

eCommerce activity. 

› The scope of omnichannel capabilities launched with an organization’s 

IBM Sterling OMS. More omnichannel capabilities correlated to higher 

estimates of increased conversion rate among interviewees. 

› The average gross product margin of an organization’s industry. 

To account for these risks, Forrester adjusted this benefit downward by 

10%, yielding a three-year, risk-adjusted total PV of $4.2 million.  

“Our new fulfillment capabilities 

have been the single biggest 

driver of our continued 

eCommerce growth.” 

Director of omnichannel strategy 

and operation, specialty retailer 
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Savings From Improved Operations 

As a result of their IBM Sterling Order Management System, all 

interviewees described a variety of improvements to their order fulfillment 

operations that drove cost savings for their organization. On the previous 

order management solution(s), interviewees described a variety of cost 

drivers as a result of their eCommerce and order fulfillment activity. 

These cost drivers included inventory purchasing, inventory warehousing 

(fulfillment centers), escalating shipping costs, and markdowns to clear 

stagnant inventory. IBM’s Sterling OMS gave the interviewed 

organizations better visibility into their operations which helped them 

drive down these costs. 

› One retailer told Forrester that its distribution centers were often up to 

60% full of sold items that were physically large and waiting to be 

delivered. They continued: “When we put IBM Order Management in, 

we turned that on its head. Since IBM OMS understands every single 

bit of inbound inventory which is coming in, how long it’s going to take 

to get to our DCs, and how long it takes to put away and pick up. It 

also knows our vehicle availability, which are then going to our 

customers on given days. So, now, we can tell a customer exactly 

when they’re be getting delivery without its purchases clogging up our 

DC. So, what it’s allowed us to do is stock deeper with the stuff which 

customers want quicker because we’re not filling our warehouse with 

stuff we’ve already sold. It’s been a game-changer for us.”  

› Interviewees noted that IBM Sterling OMS allowed them to see and 

stock inventory more efficiently for the markets where the items 

perform better: “IBM OMS allows us to sell all our inventory down to 

the very last item. It also plays the vital role of publishing that inventory 

picture to our site, and we heavily rely on the inventory picture.” 

Another interviewee echoed: “IBM Sterling Order Management 

reduces our risk of excess inventory because we have visibility into 

accurate inventory balances. When we’re over positioned somewhere, 

we can actually start to direct ship-from-store from that location.” 

New Profit From Improved Order Management: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 

A1 Total eCommerce revenue  
Assumes 5% organic 
growth 

$300,000,000  $315,000,000  $330,750,000  

A2 Historic eCommerce conversion rate   7% 7% 7% 

A3 
Conversion rate after IBM OMS 
implementation 

  10% 10% 10% 

A4 Conversion rate increase A3-A2 3% 3% 3% 

A5 Gross product margin   20% 20% 20% 

At 
New profit from improved order 
management 

A1*A4*A5 $1,800,000  $1,890,000  $1,984,500  

  Risk adjustment ↓10%       

Atr 
New profit from improved order 
management (risk-adjusted) 

  $1,620,000  $1,701,000  $1,786,050  

 

 
Reduced inventory 

purchasing of 4% due to 

more efficient inventory 

management. 

“IBM Sterling Order 

Management reduces our risk 

of excess inventory because 

we have visibility into accurate 

inventory balances.” 

Global architect, direct to 

consumer, apparel retailer 
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› Another retailer is using its organization’s improved inventory visibility 

and control to eliminate the cost impact of markdowns: “We’re now 

very successful at intentionally stocking out the un-assorted 

merchandise that is returned to our local stores that doesn’t belong 

there and becomes orphaned. The markdown and clearance reduction 

we’re seeing in those goods is very significant.” 

› Some of the interviewed organizations are realizing shipping savings 

from more efficiently placed inventory and ship-from-store, which are 

closer to customer addresses. One interviewee summarized: “We’ve 

seen a shipping savings from ship-from-store. We’ve also reduced the 

number of order splits by 30%.” 

For the composite organization, Forrester assumes that:  

› As for the interviewees, the improvements in inventory management, 

including the reduction of markdowns and improvements in 

warehousing efficiency, manifests in a reduced need to purchase 

inventory to “stock everywhere” for the composite organization. The 

composite realized a 5% reduction in new inventory purchase. 

› An average inventory carrying cost of 30%. 

› A 50% attribution of this benefit to order management capabilities 

specifically. As Forrester’s research notes: “Order management 

systems (OMSes) are just one piece of an omnichannel 

puzzle. Retailers acknowledge that an OMS serves as the hub for 

order routing, orchestration, and visibility, but it’s the connected 

platforms that make omnichannel a fully feasible enterprise solution. 

To drive a successful omnichannel retail experience, digital business 

professionals must develop a coordinated portfolio of technology 

services that work in tandem, which includes POS and the eCommerce 

platform.”5 

› An annual shipping expense of $24,000,000, reduced by 4% as a 

result of more efficiently placed inventory. 

This benefit will vary based on: 

› An organization’s prioritization of order fulfillment velocity or order 

fulfillment efficiency, as this may affect order split rates and therefore 

shipping costs. 

› The gross product profit margin as it influences the amount an 

organization spends on inventory per year. 

› The average inventory carrying cost for an organization’s industry. 

› The average order value and number or orders per year for online 

orders. 

To account for these risks, Forrester adjusted this benefit downward by 

10%, yielding a three-year, risk-adjusted total PV of $6.4 million.  

“We’re now very successful at 

intentionally stocking out the 

un-assorted merchandise that 

is returned to our local stores 

and doesn’t belong there.” 

Director of omnichannel strategy 

and operation, specialty retailer 

 

 
5% reduction in shipping 

costs from more 

efficiently placed 

inventory. 
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Avoided Costs Of Previous Order Management 

Solution 

By moving from a set of on-premises order management solutions to 

IBM Sterling Order Management on SaaS, interviewees avoided license 

fee expenses, hardware maintenance, and FTE labor required to 

maintain the deployment. 

› One of the interviewed organizations characterized its homegrown 

collection of legacy tools as dated and unable to scale with its 

escalating requirements to open additional order fulfillment centers. 

For the financial model, Forrester assumes that: 

› The license fees for the previous order management tools, collectively 

valued at $500,000, are partially avoided in Year 1 (as the tools are 

decommissioned over the course of the year) and completely avoided 

by Year 2. 

› The yearly hardware refresh cycles, valued at $60,000, are completely 

avoided as the composite organization has migrated to a SaaS 

solution. 

› The six FTEs assigned to manage the on-premises order management 

solutions no longer need to do so and are reassigned to other value-

adding activities in the organization. 

This benefit may vary based on: 

› An organization’s current order management solution deployment (on-

premises vs. cloud, homegrown vs. managed by vendor). 

› The number of personnel currently assigned to manage the solutions. 

To account for these risks, Forrester adjusted this benefit downward by 

10%, yielding a three-year, risk-adjusted total PV of $2.3 million.  

Savings From Improved Operations: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 

B1 
Yearly spend on inventory 
(eCommerce) 

Assumes 5% organic 
growth 

$240,000,000  $252,000,000  $264,600,000  

B2 
Reduced inventory spend and revenue 
lost to markdowns from more efficient 
provisioning 

  5% 5% 5% 

B3 Attribution to IBM OMS   50% 50% 50% 

B4 Inventory carrying cost   30% 30% 30% 

B5 Avoided spend on inventory B1*B2*B3*B4 $1,800,000  $1,890,000  $1,984,500  

B6 Annual shipping spend 
6 million order per year, 
$4 shipping per order 

$24,000,000  $24,000,000  $24,000,000  

B7 Reduction in shipping spend   4% 4% 4% 

B8 Avoided annual shipping spend B6*B7 $960,000  $960,000  $960,000  

Bt Savings from improved operations B5+B8 $2,760,000  $2,850,000  $2,944,500  

  Risk adjustment ↓10%       

Btr 
Savings from improved operations 
(risk-adjusted) 

  $2,484,000  $2,565,000  $2,650,050  

 

 
6 FTEs repurposed from 

hardware maintenance to 

other value-adding tasks. 
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Unquantified Benefits  

Increased ability to innovate product experiences. Interviewees 

credited new omnichannel capabilities enabled by IBM Sterling Order 

Management when describing new experiences they are able to create 

for their customers.  

› One apparel retailer that spoke to Forrester described its ability to offer 

a custom product design experience to its customers as a result of its 

new order management capabilities: “We were able to easily use the 

IBM Sterling OMS package since it supports the ability to customize. 

This feature will do a lot to enhance our brand value in the eyes of our 

customers.” 

› Another specialty retailer detailed its ability to offer additional 

customizing services for its product at peak times of the year, driving 

additional perceived value. 

A single source of truth for inventory visibility. By improving 

inventory tracking and visibility, interviewees noted the benefit of having 

a single, reliable view of its inventory to both the organization and its 

customers. 

Reduced burden on the contact center. By providing customers with 

the ability to self-service on product availability, order, and return 

information, interviewed organizations cited a reduced reliance on the 

call center to service customers with this information.  

› One interviewee added: “We’re able to give our customers options for 

interaction for order management. That’s a big benefit for us, as our 

customers see ease of use and we may see some cost avoidance in 

the call center.” 

Improved customer experience. By providing additional ordering 

options, product visibility, and product availability to customers, all 

interviewees told Forrester about a major perceived uplift to their 

customer experience.  

› One organization’s interviewee summarized: “We’ve enabled both our 

employees and our customers to service orders. No matter the 

touchpoint, we are better able to talk to our customers about the 

business they’re doing with us as a result of IBM’s OMS.” 

› Another interviewee noted that since store associates no longer spend 

significant time on order fulfillment inquiry, they’re spending more time 

in front of their customers, improving the customer experience. 

Avoided Costs Of Previous Order Management Solution: Calculation Table 

REF. METRIC CALC. YEAR 1 YEAR 2 YEAR 3 

C1 License fees for on-premises order management tools   $250,000  $500,000  $500,000  

C2 Avoided hardware upgrade cycles   $60,000  $60,000  $60,000  

C3 FTEs dedicated to maintaining on-premises OMS   6 6 6 

C4 Average annual salary   $90,000  $90,000  $90,000  

Ct Avoided costs of previous order management solutions C1+C2+(C3*C4)  $850,000  $1,100,000  $1,100,000  

  Risk adjustment ↓10%       

Ctr 
Avoided costs of previous order management solutions 
(risk-adjusted) 

  $765,000  $990,000  $990,000  

 

 
Organizations can 

innovate on new product 

experiences for their 

customers, driving 

additional value. 
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Flexibility, as defined by TEI, 
represents an investment in additional 
capacity or capability that could be 
turned into business benefit for a future 
additional investment. This provides an 
organization with the “right” or the 
ability to engage in future initiatives but 
not the obligation to do so. 

› Accurate, real-time inventory visibility allows organizations to keep 

order cancellations due to stockout to a minimum, preserving their 

online customer experience. 

Partner landscape. Interviewees noted the value in IBM’s expansive 

partner landscape. “I can find a hundred vendors that can come in and 

work on our IBM instance if we need to make enhancements or get 

support.” 

Flexibility  

The value of flexibility is clearly unique to each customer, and the 

measure of its value varies from organization to organization. There are 

multiple scenarios in which a customer might choose to implement IBM 

Sterling Order Management and later realize additional uses and 

business opportunities, including:  

› The ability to launch additional omnichannel capabilities. 

Interviewees cited the ability to add omnichannel capabilities in a 

scalable and iterative fashion as a major benefit on their IBM Sterling 

OMS moving forward as they continue to develop their order fulfillment 

and eCommerce functions to meet evolving customer expectations. 

› Future third-party integration. The organizations interviewed for the 

study are confident that their IBM Sterling OMS will be compatible with 

future technology in their order management technology stack, which 

represents significant peace of mind. An interviewee noted, “We’re 

confident that our OMS has the ability to integrate with third parties 

seamlessly now and in the future.” 

Flexibility would also be quantified when evaluated as part of a specific 

project (described in more detail in Appendix A).  
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The table above shows the total of all 
costs across the areas listed below, as 
well as present values (PVs) 
discounted at 10%. Over three years, 
the composite organization expects 
risk-adjusted total costs to be a PV of 
just under $4.8 million. 

Implementation risk is the risk that a 
proposed investment may deviate from 
the original or expected requirements, 
resulting in higher costs than 
anticipated. The greater the 
uncertainty, the wider the potential 
range of outcomes for cost estimates.  

Analysis Of Costs 

QUANTIFIED COST DATA AS APPLIED TO THE COMPOSITE 

 

License Fees Paid To IBM 

Each interviewee, both SaaS and on-premises customers, paid a license 

fee to IBM for its Sterling Order Management System. For SaaS 

customers, this license fee includes the hosting costs, as well. 

For the financial model, Forrester assumes that: 

› The composite organization pays $300,000 per year for an IBM 

Sterling Order Management on SaaS license, including hosting costs. 

This pricing was provided by IBM given the characteristics of the 

composite organization. 

› The license fee is paid on a yearly contract with IBM. 

This cost will vary based on:  

› A SaaS vs. on-premises IBM Sterling OMS deployment. 

› The size of the organization and scope of IBM OMS deployment as it 

influences the license fee and hosting costs if on SaaS.  

To account for these risks, Forrester adjusted this cost upward by 5%, 

yielding a three-year, risk-adjusted total PV of $783,358. 

 

Total Costs 

REF. COST INITIAL YEAR 1 YEAR 2 YEAR 3 TOTAL 
PRESENT 
VALUE 

Dtr License fees paid to IBM $0  $315,000  $315,000  $315,000  $945,000  $783,358  

Etr 
Implementation and ongoing 
management 

$1,782,000  $792,000  $693,000  $594,000  $3,861,000  $3,521,008  

Ftr 
Third-party implementation 
and management support 

$165,000  $165,000  $110,000  $55,000  $495,000  $447,231  
 

Total costs  
(risk-adjusted) 

$1,947,000  $1,272,000  $1,118,000  $964,000  $5,301,000  $4,751,597  

 

License Fees Paid To IBM: Calculation Table 

REF. METRIC CALC. INITIAL YEAR 1 YEAR 2 YEAR 3 

D1 License fees paid to IBM (includes cloud hosting costs)     $300,000  $300,000  $300,000  

Dt License fees paid to IBM   $0  $300,000  $300,000  $300,000  

  Risk adjustment ↑5%         

Dtr 
License fees paid to IBM  
(risk-adjusted) 

  $0  $315,000  $315,000  $315,000  
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Implementation And Ongoing Management 

Each of the interviewed organizations described a similar implementation 

experience for their IBM Sterling Order Management deployment. Since 

the deployment was typically in concert with other eCommerce 

modernization efforts, personnel from different groups across the 

organizations were involved throughout the duration of the 

implementation. 

› Interviewees described implementation processes for their 

organizations between six months and two years in duration, with an 

average duration of one year. 

› After the initial implementation, each organization noted that a team of 

FTEs were dedicated to managing the OMS full-time. This team 

worked on maintaining the deployment, as well as expanding the 

organization’s omnichannel capabilities over time. 

› One interviewee noted about its organization’s deployment: “I’ve done 

implementations of other order management solutions at other large 

retailers. Our IBM OMS deployment was very straightforward and 

painless in comparison.” 

For the financial model, Forrester assumes that:  

› Thirty (30) FTEs from across different functional areas of the 

composite organization participate in the implementation of the IBM 

OMS. 

› The FTEs participating in the implementation dedicate 60% of their 

workday to the IBM OMS implementation. 

› The initial implementation lasts for one year. 

› FTE participation includes training, which was typically around two 

days according to interviewees. 

› Once deployed, the composite organization dedicates a team of eight 

FTEs to managing and expanding the capabilities of the IBM Sterling 

OMS. This team shrinks in size by one FTE for each year of the 

analysis as the organization moves up the learning curve. 

› The average annual salary for each FTE is $90,000. 

This cost will vary based on: 

› The size of the organization and scope of IBM Sterling OMS 

deployment as it influences the required FTE involvement and overall 

duration. 

› The experience and expertise of the personnel participating in the 

implementation.  

› The culture of the organization around collaboration and change 

management. 

To account for these risks, Forrester adjusted this cost upward by 10%, 

yielding a three-year, risk-adjusted total PV of $3.5 million. 

 

 
Average implementation 
for IBM Sterling Order 
Management among 
interviewees is 1 year. 
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Third-Party Implementation And Management 

Support 

The organizations interviewed for this study leveraged some degree of 

partner support during their IBM Sterling Order Management 

implementation.  

› The interviewed organizations spent some of their implementation 

budget on external support from one of IBM’s numerous partners. 

Many of these organizations continued to contract for support after the 

initial implementation to expand the capabilities and manage their 

OMS. 

› Most of the interviewed organizations characterized their usage of 

partner support as relatively minimal and ad hoc, compared with the 

internal effort. One interviewee summarized, “During our IBM OMS 

implementation, we really only had a couple of small, less than 

$100,000 partner support needs pop up as a result of the learning 

curve.” 

For the financial model, Forrester assumes that: 

› The composite organization spent $150,000 in partner support and 

consulting during the implementation process. 

› These support fees carry into Year 1, as the composite organization 

still works to expand its omnichannel capabilities and efficiently 

manage the OMS. 

› The partner fees decrease by 50% per year for each subsequent year 

of the analysis, as the organization moves up the learning curve and 

becomes more self-sufficient with its OMS. 

This cost will vary based on: 

› The size of the organization and scope of IBM Sterling OMS 

deployment as it influences the required level of partner support. 

› The skill and expertise of an organization’s personnel as it influences 

the required level of partner support. 

To account for these risks, Forrester adjusted this cost upward by 10%, 

Implementation And Ongoing Management: Calculation Table 

REF. METRIC CALC. INITIAL YEAR 1 YEAR 2 YEAR 3 

E1 
FTEs involved with IBM Sterling OMS 
implementation 

  30       

E2 
Average time spend on implementation per 
FTE 

  60%       

E3 Duration of implementation (years)   1       

E4 Average annual salary   $90,000  $90,000  $90,000  $90,000  

E5 
FTEs assigned to managing, maintaining, 
and launching omnichannel capabilities on 
IBM Sterling OMS (per year, full-time) 

  0  8 7 6 

Et Implementation and ongoing management 
(E1*E2*E3*E4) 
+(E4*E5)  

$1,620,000  $720,000  $630,000  $540,000  

  Risk adjustment ↑10%         

Etr 
Implementation and ongoing management 
(risk-adjusted) 

  $1,782,000  $792,000  $693,000  $594,000  
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yielding a three-year, risk-adjusted total PV of $447,231. 

 
 

Third-Party Implementation And Management Support: Calculation Table 

REF. METRIC CALC. INITIAL YEAR 1 YEAR 2 YEAR 3 

F1 Partner implementation support   $150,000        

F2 Ongoing partner support     $150,000  $100,000  $50,000  

Ft Third-party implementation and management support F1+F2 $150,000  $150,000  $100,000  $50,000  

  Risk adjustment ↑10%         

Ftr 
Third-party implementation and management support  
(risk-adjusted) 

  $165,000  $165,000  $110,000  $55,000  
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The financial results calculated in the 
Benefits and Costs sections can be 
used to determine the ROI, NPV, and 
payback period for the composite 
organization’s investment. Forrester 
assumes a yearly discount rate of 10% 
for this analysis.  

Financial Summary  

CONSOLIDATED THREE-YEAR RISK-ADJUSTED METRICS 

Cash Flow Chart (Risk-Adjusted) 
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flows

Total costs

Total benefits
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These risk-adjusted ROI, 

NPV, and payback period 

values are determined by 

applying risk-adjustment 

factors to the unadjusted 

results in each Benefit and 

Cost section. 

  Cash Flow Analysis (Risk-Adjusted)       

        Initial Year 1 Year 2 Year 3 Total 
Present 
Value 

  

  Total costs     ($1,947,000) ($1,272,000) ($1,118,000) ($964,000) ($5,301,000) ($4,751,597)   

  Total benefits     $0  $4,869,000  $5,256,000  $5,426,100  $15,551,100  $12,846,874    

  Net benefits     ($1,947,000) $3,597,000  $4,138,000  $4,462,100  $10,250,100  $8,095,277    

  ROI               170%   

  Payback period             <12 months  
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IBM Sterling Order Management: Overview 

The following information is provided by IBM. Forrester has not validated any claims and does not endorse IBM 

or its offerings. 

IBM is a globally integrated technology and consulting company with operations in more than 170 
countries. Our solutions leverage AI and blockchain technology to help companies drive new business 
value by simplifying and modernizing B2B networks, providing deeper and trusted visibility into the 
end-to-end supply chain, and enabling real-time inventory visibility from order to delivery. Only IBM 
Sterling combines deep business expertise, a global partner ecosystem and proven solutions that help 
you spend less time tackling day-to-day challenges and more time driving innovation across your 
supply chain. 

Learn more at www.ibm.com/supply-chain. 

 

 

http://www.ibm.com/supply-chain
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Appendix A: Total Economic Impact 

Total Economic Impact is a methodology developed by Forrester 

Research that enhances a company’s technology decision-making 

processes and assists vendors in communicating the value proposition 

of their products and services to clients. The TEI methodology helps 

companies demonstrate, justify, and realize the tangible value of IT 

initiatives to both senior management and other key business 

stakeholders.  

 

Total Economic Impact Approach 
 

Benefits represent the value delivered to the business by the 

product. The TEI methodology places equal weight on the 

measure of benefits and the measure of costs, allowing for a 

full examination of the effect of the technology on the entire 

organization.  

 

 

Costs consider all expenses necessary to deliver the 

proposed value, or benefits, of the product. The cost category 

within TEI captures incremental costs over the existing 

environment for ongoing costs associated with the solution.  

 

 

Flexibility represents the strategic value that can be 

obtained for some future additional investment building on 

top of the initial investment already made. Having the ability 

to capture that benefit has a PV that can be estimated.  

 

 

Risks measure the uncertainty of benefit and cost estimates 

given: 1) the likelihood that estimates will meet original 

projections and 2) the likelihood that estimates will be 

tracked over time. TEI risk factors are based on “triangular 

distribution.”  

 
 

The initial investment column contains costs incurred at “time 0” or at the 

beginning of Year 1 that are not discounted. All other cash flows are discounted 

using the discount rate at the end of the year. PV calculations are calculated for 

each total cost and benefit estimate. NPV calculations in the summary tables are 

the sum of the initial investment and the discounted cash flows in each year. 

Sums and present value calculations of the Total Benefits, Total Costs, and 

Cash Flow tables may not exactly add up, as some rounding may occur.  

 
 
 

 
 
Present value (PV) 
 

The present or current 
value of (discounted) cost and 
benefit estimates given at an 
interest rate (the discount rate). 
The PV of costs and benefits feed 
into the total NPV of cash flows.  

 
 
Net present 
value (NPV) 

 
The present or current value of 
(discounted) future net cash flows 
given an interest rate (the discount 
rate). A positive project NPV 
normally indicates that the 
investment should be made, unless 
other projects have higher NPVs.  
 

 
Return on  
investment (ROI) 

 
A project’s expected return in 
percentage terms. ROI is 
calculated by dividing net benefits 
(benefits less costs) by costs.  
 

 
Discount  
rate 

 
The interest rate used in cash flow 
analysis to take into account the 
time value of money. Organizations 
typically use discount rates 
between 8% and 16%.  
 

 
Payback 
period 

 
The breakeven point for an 
investment. This is the point in time 
at which net benefits (benefits 
minus costs) equal initial 
investment or cost. 
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Appendix B: Supplemental Material 
 

Related Forrester Research 

“Paving The Path To Omnichannel Commerce,” Forrester Research, Inc., March 5, 2019. 

“The State Of Retailing Online 2019: Omnichannel, Marketing, And Personalization,” Forrester Research, Inc., 

March 25, 2019. 

 

 

 

Appendix C: Endnotes 

1 Source: “Now Tech: Omnichannel Order Management Systems, Q2 2018,” Forrester Research, Inc., April 26, 
2018. 
2 Source: “The State Of Retailing Online 2019: Omnichannel, Marketing, And Personalization,” Forrester 
Research, Inc., March 25, 2019. 
3 SaaS: software-as-a-service. 
4 Hub-and-spoke is defined as, of or being a system of distribution, as of goods, passengers, or data, in which 
the items being distributed are routed into and out of a central location. Source: American Heritage Dictionary 
(https://ahdictionary.com/word/search.html?q=hub-and-spoke).  
5 POS: point of sale. Source: “Omnichannel Requires Scoring A Trifecta With Technology Solutions,” Forrester 
Research, Inc., January 8, 2019. 

 
 


