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What is Cloud Computing? 
 
The platform of computing technology swings like a pendulum with each new generation. To 
confuse the matter, you hear of terms and phrases such as on-premise, hosted, SaaS, 
PaaS, virtualization and SOA. No doubt there will be more acronyms and phrases in the 
years to come. However, the one that gets most of the attention today is the cloud.  
 
In the 2012 Gartner Annual CIO Survey, Tier 1 retail CIOs rated cloud computing as one of 
their top five technology priorities through 2015. 1  
 
Significant resources are being invested into marketing cloud computing; companies 

attempting to sell their wares as the cool, trendy, convenient, 
latest and greatest, innovation. Management-by-magazine 
articles suggest companies invest in it or be left behind.  
Maybe they’re right. Retail executives already struggling with 
cross-channel commerce are further challenged to define the 

points of demarcation between what are viable and practical investments and what aren’t 
when it comes to the cloud. However, no one has yet to explicitly and unambiguously define 
what it is; it still means somewhat different things to 
different people and organizations. Today, cloud computing 
is as much a concept as it is a technology platform. For 
retailers, its application spans a number of functions and 
disciplines. Over time, it is likely to touch every aspect of a 
retail operation. 
 
Minimally, cloud computing creates a level of abstraction 
for users of the service, without the concern for how the 
associated infrastructure to support it is provisioned. Many 
have given more clarity to the definition of cloud services. 
One authority cites cloud computing as a model that offers 
users access to their applications from anywhere, using 
any connected device. Another defines it as hosted IT 
services, platforms, and infrastructure that are shared, 
delivered, and distributed through the internet. Yet another 
defines it simply as a platform that allows users to obtain computing capabilities through the 
internet. Regardless of the specific attempts at definition, cloud computing does share some 
conceptual characteristics including investment, speed to delivery, availability and 
scalability. For retailers, it provides an opportunity to focus more on the business and less 
on technology while employing the use of technology. There are two vantage points that 
help further define what cloud computing means. The business that provides the service 
views cloud computing as a model for delivery, focusing more on delivery costs, market-
share, and scalability. The user consuming the service focuses more on the price, 
availability, and the experience they get from the investment. 
 
 
 

Common Characteristics of  

Cloud Computing 

• Low cost barrier to entry 
• Can be deployed quickly 
• Flexible self‐service 
• Low cost to support and operate 
• Scalable – support seemingly endless 

growth and expansion 
• Available upon demand 
• Internet enabled 

Cloud computing is as 
much a concept as it is a 
computing platform. 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Most of what is known about cloud computing is what you find in the public domain and 
commercially available. More commonly categorized as “public clouds,” these services are 
often structured as a pay-as-you-go subscription. Cloud resources may actually reside in 
one physical location or, as often the case, they may be distributed across a number of 
locations. Cloud computing can also reference “private clouds” where the supporting 
system, access, and services are delivered solely within a company’s infrastructure. Of 
course, there are services that straddle both public and private clouds. 
 
Why Should Retailers Consider Cloud Computing? 
Many retail organizations are already leveraging cloud computing, some have been doing 
various forms of it before the term “cloud” was even coined. No doubt, many retailers have 
latched onto some element that has created new ways to communicate and transact with 
their customers, maintain their data, scale the model 
of delivery, reduce the administrative burden of 
systems infrastructure, and penetrate new channels 
of distribution.  
 
The Cloud as a Platform: 
Retailers always have competing priorities for capital 

investments – 
to support 
growth by 
adding stores 
or support 
growth by 
building 
infrastructure.  
 
When top-line revenue competes with infrastructure 
for scarce funding, it’s often the infrastructure that 
loses. Whether it’s the covenant limitation in the 
retailer’s revolving line of credit or simply a lack of 
budget dollars to support a needed initiative, IT 
leaders are continuously challenged to support 
company objectives with fewer resources. Finding and 

maintaining an IT staff can be an issue for many retailers that put additional strains on 
resources. Cloud removes this issue from the retailer's responsibility. 
 
These challenges are common to start-ups and Fortune 500 companies alike. Facing a 
necessity to tighten budgets, do more with less, and continue to manage through difficult 
economic times, retailers are turning toward new ways to invest and support their initiatives 
without intense capital funding requirements.  
 
Instead of investing in and maintaining its own set of servers, networking and 
communications gear, bandwidth, security appliances, storage and manpower to support it 
all, retailers are making use of cloud computing. Similar to “service bureaus” of past 

Key Benefits of Cloud Computing for 

Retailers 

• Leverage new channels of communication 
(and commerce) with consumers 

• Lower capital system investments for new 
initiatives 

• Lower recurring and operating costs to 
support system infrastructure 

• Dynamically scale infrastructure to match 
service consumption 

 

Infrastructure Offered From Cloud 

Computing Providers 

• Hardware – servers, storage 
• Communication – bandwidth, 

networking equipment 
• Software – operating system, web 

services 
• Services – monitoring, technical support, 

back‐up and recovery, security 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decades, retailers are migrating platform needs to outsourced hosting providers that can 
supply the physical and virtualized environments on a leased or pay-as-you-go basis. The 
platform and associated components can be provisioned as a “dedicated” set of resources or 
a “shared” or “pooled” set of resources depending on the retailer’s need. There are a 
growing number of cloud providers that offer end-to-end platform solutions, not just the 
hardware and supporting components but the support services aligned with the retailer’s 
needs for system support and administration, availability and reliability.  
 
In addition to lowering the capital investment in infrastructure, the cloud offers a number of 
other benefits in maintaining a low-cost solution. Most solutions are reasonably transparent 
in terms of what services are specifically offered. Storage, bandwidth, and the number of 
servers – virtualized or otherwise – are usually known variables at the time an organization 
subscribes to the service. Less effort has to be placed into capacity planning as these 
components can be scaled upon demand to support growth. The cloud provider takes more 
responsibility for ensuring high availability and resilience of the infrastructure. Although 
baked into the subscription fees, the cost of the environment such as power, air-handling 
and temperature control, fire suppression are borne by the service provider. Additionally, 
many of the providers boast of security and related controls 
to ensure data and access to it are properly protected. 
Collectively, this infrastructure provides significant 
elasticity, seemingly to present a bottomless array of 
resources the retailer can rely on as its business grows.  
 
The Cloud as a Source for Applications: 
The cloud offers an alternative platform for a retailer’s 
critical technology services and applications. Retailers can 
certainly look to the cloud to host their legacy systems or 
new system investments. However, the cloud extends not 
only to the infrastructure platform but to specific 
applications as well. These products are often provided as a 
SaaS (software as a service). Figure 1 on page 6 
summarizes a typical footprint of applications and related functions employed by retailers. 
Shaded are the functional areas that offer applications within the cloud, often SaaS, the 
areas not shaded are functions that are either evolving or not quite cloud-ready: 
 

Critical Applications: Practically any application can be hosted within the cloud on 
a cloud-based platform. However, individual applications that are specifically 
designed, marketed, and offered through the cloud are growing in popularity. These 
can be ERP applications that provide end-to-end feature-functionality or they can be 
stand-alone best-of-breed applications offering a narrow niche of functionality. 
Accounting, human resources, eCommerce, marketing and a number of retail 
operational needs can be met through cloud-based applications. Some of the point-
of-sale services can be cloud-based, however there’s often no substitute for having a 
physical point of presence within the store, given the unique challenges of store 
operations.  
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Supporting Components: When retailers evaluate their total cost-of-ownership, a 
compelling case can be made to move many of the office-automation and email 
services to the cloud.  Database environments have been cloud alternatives for years 
and are supported by the representative operating environments such as Windows, 
Unix, or Linux.  Common file sharing services such as bulletin boards shared with 
stores or vendor portals are no longer dedicated systems that have to be built and 
serviced by an internal IT organization and can be quickly provisioned within the 
cloud at a low cost. Equally if not more important are the business intelligence needs 
of the organization. Reporting and report delivery are evolving and progressive 
alternatives for cloud computing. Voice and voice mail solutions in addition to audio 
and video conferencing are widely available solutions offered at a low cost by a wide 
variety of providers. 

 
Integration: Depending on the features and needs, 
an argument can be made that some of the 
integrations points for supporting services should 
exclusively be cloud-based. Sophisticated payment 
processing gateways that handle not only credit cards, 
but can accommodate private-label credit, gift-card 
processing, and loyalty programs can be based in the 
cloud. Tax engines that handle both local and 
international tax transactions in some cases are only 
cloud-based. Many of the marketing services such as 
CRM, direct marketing, and campaign management 
are cloud-based offerings. Related, the integration with social media will also be 
cloud-based. Even components that help cloud-based systems communicate with one 
another, commonly referred to as ETL (extract, translate, load) services are offered 
in the cloud. 

 
The Cloud as a Source for Business Processes: 
In a recent publication, IBM makes a strong case for retailers to consider the cloud for 
business process transformation.2 IBM highlights opportunities for entire and sometimes 
critical business processes to be turned over to third parties that specialize in a particular 
function, doing it better and cheaper than the retailer can do itself. Payment processing and 
collections, reverse logistics, payroll, sales and use tax processing and reporting are just a 
few examples. This can greatly benefit the retailer when it struggles to understand barriers 
to entry when entering new markets, such as international expansions. Additionally, it 
provides the retailer with an “always-on” service it couldn’t otherwise provide given budget 
and staffing constraints. 
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Figure 1 
 
 
 
Important Considerations for Retailers When Evaluating the Cloud: 
Chances are your retail operation is already doing something through the cloud, though it 
may not be termed as such. Given all the upside cloud computing offers a retailer, why not 
jump into the cloud with both feet? While serious consideration should be given to cloud 
computing as a whole, some services may not be right for a retailer. Below summarizes a 
few considerations and recommendations when evaluating whether or not cloud computing 
is right for the retailer: 
 

• Look before you leap. Understand what’s offered, and at what cost. Don’t find 
surprises after making a decision to employ cloud computing. Due-diligence should 
be part of any investment, cloud should be no different. Know the total cost of 
ownership and what happens when your business (employees, customers, 
transactions, markets, etc) changes. 

• ROI. Make sure the investment or transition pencils. There’s usually no reason to 
work beyond a three-year period, but if you can’t justify the outlay of funds in less 
than two years, it may not be a good use of limited resources. New or replacement 
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system initiatives are easier to rationalize in some instances than a conversion of an 
existing system with sunk costs and life remaining in the product.  

• Regulatory. Make sure the PCI concerns have been properly vetted. For publicly-
traded retailers, also make sure SOX topics have been addressed. Often, look for 
services that have some SAS-70 
Type-2 or SSAE 16 and PCI (PA-DSS) 
certifications or accreditation. For 
public cloud services, make sure you 
understand the security measures it 
offers. 

• Flexibility. Because cloud computing 
is generally a shared set of resources, 
organizations may find the service 
limited and lacking the flexibility 
needed to meet specific needs. 
Systems that require significant 
integration, customization and 
extensions, or modification may not 
be a good fit for some cloud 
providers. Furthermore, consideration 
for non-production environments such 
as testing, demonstration, and development should be carefully planned. 

• Upgrade path. Subscribing to the latest and greatest software and service update is 
a double-edged sword. Getting the benefit of new features without having to invest 
in the development and testing of system releases provide organizations with more 
time to focus on core competencies. However, upgrades to cloud platforms and 
applications may take place on the provider’s timeline, not the retailer’s. Subscribers 
of cloud services need to plan and manage the change associated with a provider’s 
upgrade path and related planned outages. 

• Service Level Agreements (SLAs). Read the fine print. If the cloud platform or 
applications support a critical business function that needs high-availability, 
understand how the cloud provider meets that need and what happens should it fail. 
Make sure you understand how the environment can be provisioned to support 
growth and the timeline to do so. 

 
Retailers compete for customers on a number of fronts, providing a compelling assortment, 
a good shopping experience, or a value proposition driven from weighing price and need.  
Retailers often understand that if they’re not growing, they’re dying. In order to compete 
and grow, they invest heavily in inventory optimization technologies, merchandise planning 
organizations, promotional vehicles, business intelligence, attractive and inviting store 
fronts, engaging and entertaining product mixes, fulfillment and distribution facilities – all of 
which is or will be impacted by cloud computing. The most successful retailers stay abreast 
of emerging technologies and find practical ways to make it work for them. 
 
 
 

How Retailers Can Adapt to the Cloud 

• Develop or edit your 18 to 36 month road‐map with specific 
goals for cloud computing 

• Engage cross‐functional team members (marketing, 
accounting, HR, store operations, fulfillment) to help evaluate 
where work streams can benefit from the cloud 

• Evaluate architectural needs including capacity, delivery, and 
access 

• If not already doing so, consider quick wins with video and 
audio conferencing, email, and portal applications or platforms 
to support fringe systems 

•  IT is often an evangelist for emerging technology, but it can 

also be a test bed for its practical use 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Retailers are generally not early adopters of bleeding-edge technology. They may dabble 
with proven, leading-edge technologies from time to time, but 
are often risk-adverse when it comes to making investments 
in their infrastructure. However, cloud computing is not 
bleeding-edge. It has evolved from virtualized environments 
that have been in use in retail for more than a decade. The 
key difference is that these systems and platforms no longer 
have to be built and run by the retailer. Retailers have a 
number of options to use only what they need and pay only 
for what they use through cloud services. This allows the 
retailer to focusing less on the technology and more on their 
business and operation. Being the best operator is what has 
defined many leading retailers for a long time. And you can 
certainly bet that these retailers have cloud computing in 
their plans. How about you? 
 
1 Gartner “A Quick Look at Cloud Computing in Retail, 2012” March 9, 2012. Mim Burt. 
2 IBM “Cloud Computing For Retail” June 2010. Vish Ganapathy, Martin Wolfe. 
 
 
 
About RPE 
RPE specializes in strategic, functional and technical consulting to deliver innovative retail 
merchandising and supply chain solutions including business process improvement, package 
selection, strategic IT planning and systems implementation. Areas of expertise include IBM 
Hardware, JDA Software and most other leading solutions. RPE also provides cloud 
computing services including hosting, Software as a Service and managed services with a 
SSAE 16 certified Data Center. Clients include Anna’s Linens, Cabela’s, Charlotte Russe, 
Guitar Center, Five Below, Fred Meyer, Forzani Group, lululemon athletica, Michael Kors, 
Modell’s Sporting Goods, Nautica, Perfumania, Party City, Rexall, Spencer Gifts, Vitamin 
Shoppe, VF Corp. and many more. For more information, visit www.rpesolutions.com. 
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