In the second dream, the company reacts shrewdly to stock shortages by packing the rafters with holiday goods.  Its network of 250 vendors works overtime to stitch, knit and sew hundreds of tons of garments and items of every color to meet the holiday crush.  When the customers call, sure enough, the orders are filled.  Then the customers don't call.  Well, some do, but not enough.  Business is down. Costs are out the roof.  The magical mailing list seems suddenly flaccid.  The warehouse creaks from the weight of unsold goods.


Both of these nightmares occurred in broad daylight, with the whole world watching.  For a company that prides itself, maybe even preens itself, on its strong growth record, superior retailing vision, high quality merchandise, relaxed preppie image, and cozy customer relationship, its comeuppance in 1990 was  more than disconcerting -- it was humiliating.


In Lands' Ends' gravy days it could afford to be sloppy.   Sales projections could be off the mark.  Inventory could  come up short.  fashions could flop, postal rates could surge, competitors could be gasping for breath.  None of that mattered -- with annual revenue growth averaging 30% through most of the 1980s, who cared about a little imprecision?  What was the lyric of the day -- Don't worry, be happy?  Then the roof caved in.  "We used to be able to hide inefficiencies behind 35% growth," IS chief Dan Rourke said. "Now we have to milk every point for profits.  That's the challenge IS has at Lands' End, to use technology to close the gulf between us and customers."


It is a paradoxical challenge -- using computers, long distance, to improve everyday human interactions.  So that when customers call the rural Dodgeville, WI (pop. 5,882) number (800-356-4444) , they are answered quickly, in a friendly manner, and they get the information or action or response they need without a lot of mickey mouse -- and that it be accurate information, a desired action, and an appropriate response.


It sounds so simple, so elegant.  But by 1990 the company was staring into the abyss of its own data.  Having carved out a luscious market for itself, it lacked the right stuff to service it.  Lands' End was no longer the congenial, down-home, Mayberry-in-monogram trading post adman Gary Comer founded in Chicago in 1962.  It was a company with $700 million in annual sales, 5,000 employees, and a 157-acre corporate campus dubbed the "Dodge Mahal" by locals.  On a peak day, the Mahal gets 100,000 calls and ships out 270,000 items, in denim and terrycloth and twill. Most country stores don't log 1.7 million calls a month.


Passive store owners don't maintain a standing army of up to 1,000 phone reps to take incoming calls.  Feet-on-the-desk retailers don't contract over 200,000 products -- in umpteen colors, sizes, fits, fabrics and other variations -- from over 250 vendors in a dozen countries around the world, each operating its own peculiar jerryrigged information system.  Most outfitters don't maintain mammoth semi-automated warehouses in which a million items crisscross one another every day, and there are incalculable ways for things to get misrecorded, mislabeled, miscounted or just plain lost.  


In sum, a terrible contradiction existed between the Lands' End persona -- as languid and imperturbable as Chairman Gary Comer's male model looks -- and the queasy reality of a company stumbling on its own success.  To the average person, 75% efficiency amid such a maelstrom of data might be achievement; an Wall Street, it was not.  Stock which had doubled in four years was halved in one.  Lands' End's impressive profit machine had hit a wall and exploded.  An overhaul was overdue, and at its core was IS.


Fixing a hole


Dan Rourke, still a newcomer after 6 months at the IS helm, sits at his temporary desk -- a giant, red-veneered V of two typing stations rammed end to end, sizing up the IS challenge at Lands' End.  "We didn't have bad systems, for the time, or for our smaller size," said Chicagoan Rourke, at  42 a 15-year veteran of the data wars at Sears and Sears Technology Center.  The company had run on a mainframe for as long as anyone could remember.  The current system relied on a pair of IBM 3090s, one running VM and one on MVS, for its order entry, inventory, and list management tasks. But it was in the software that  IS began to close the gap.


"The key, we all felt, was to shore up the area where the customer relationship occurs, with phone reps.  In the past, you called in an order, and if we found it, we sent it.  We created data links between the phone operators and the catalog database they use, plus the customer database, plus the warehouse database."


Those links are important.  They mean that an operator can verify immediately whether a women's size 8 tartan blue cardigan is in stock; or if it isn't, what colors are in stock.  The operator can also  check on the customer's records, to verify address, spelling, shipping preferences, etc.  By linking the critical three data blocks, Lands' End has eliminated thousands of delays, callbacks, customer service requests, etc. -- with an immediate payback in "customer sat."


If the operators tell too many customers that the blue cardigans are out of stock, something is wrong.  Likewise, if there are 600 blue cardigans in the warehouse and no one wants any of them.  Inventory management control was the second leg of the overhaul.  Lands' Ends' solution was to barcode every item as it is unloaded by truck, scan its shelf location, and keep that information current and online for instant fulfillment.


A lot of managers in the distribution center are old Montgomery Wards hands, because Wards cashed in its catalog business in Chicago about the same time Lands' End was building its, 150 miles north.  The two operations could not be more different, said Bill Jackson, distribution center director, and the difference speaks volumes about Lands' End's competitive advantages today.  Where Wards maintained a 30-day supply of inventory in the front bins, Lands' End's front bin recycles every 24 hours. Where Wards' warehouses were hopelessly stretched out over ten sites, Lands' End has everything under one roof.  And where Wards relied on yesterday's technology to deliver the goods -- replenishing only when confronted with the evidence of one's eyes -- Lands' End's barcoding and scanning techniques free up people to use their brains as well as their eyes.


Just-in-time is a tricky business.  Gary Steuck, VP-Inventory, says the company is only beginning to find the balance that has eluded it the past few years.  "But we've made a quantum change in the slope of our implementation curve, using EDI to reduce inventories while maintaining decent fulfillment.  The challenge is to deliver the good without drowning in them. 


"We're very good at staple items like shirts and ties. But it's very tough to predict demand for fashion items like women's swim suits.  We probably have no history at all on the suit in question.  And a bad guess either way can cost us plenty."


The company also took a scalpel to its Frankenstein monster of vendor link-ups.  In 1990 the company had hundred of suppliers, speaking a dozen human languages, and computing in a score more.  Every vendor had its own home-built system with proprietary documents.  The result was an unmanageable mishmash of data back in Dodge.  IS began an extraordinary retrofitting of its EDI pipeline, converting a tangle of proprietary document styles to a single VICS standard.  The new regimen, now rolled out to half of the 250-odd vendors, better communicates needs and better monitors performance.  With better communication has come, in many cases, closer working partnerships and a greater sense of long-term trust on both sides.


Finally, the problem of mail lists.  In 1990 the company had one big fat expensive catalog, and a huge undifferentiated list of about 10 million customers.  Pressed to match previous sales figures, Lands' End made the classic mistake of ballooning its mail list, hoping the unquestionable quality of its product lines would overcome the questionable quality of the list.  It didn't.  The company was wasting catalogs on non-customers, and wasting large portions of the catalog to customers interested in only a few pages.


The solution was obvious -- identify new markets and segment the existing, undifferentiated list in strategic pockets.  In 1990 the first specialty catalog debuted.  Coming Home beckoned the company's loyal clothing customers to become home products customers as well -- towels, linens, rugs, napkins, etc.  It was a smash success.  


Fortunately, the previous database system had captured and held onto tons of customer buying information. The task was simply to sort out sublists of customers who had bought from different product lines -- bed and bath, kid's clothes, large sizes, office wear, summer buyers, winter buyers, etc.  


"Our slicing and dicing isn't exactly state of the art," Rourke said.  "We haven't got to 'neural networks' yet -- we're still running tape files," sorting for fields that apply to specific promotions, using merge/purge programs like Pansophic's EasyTrieve Plus for non-COBOL lists.  Lands' End is proprietary about its mailing list chores -- it performs them all itself.    "We avoid fees, and have much better control over the process," says Kevin Thompson, merchandising applications manager.  "Nobody gives us the priority and flexibility we give ourselves."


Lands' End is mum on all the database marketing it is planning, but it has already hit the mailboxes  with successful rollouts of  niche catalogs -- Coming Home, Buttondowns and Beyond (shirts and ties) and their Kids Catalog.  In addition, they've created a British version, are working on an English-language Euro experiment, have dipped a toe in Japanese waters by appearing in a special R.R. Donnelly catalog there, and designed an abbreviated "prospector's" catalog to acquaint new Lands' Enders with the product line at less cost than shipping the full 150-page tome.  And the company reached beyond print media when it began selling selected items on Prodigy last summer.


There is nothing especially breathtaking about the software running Lands' End's order entry and fulfillment systems, Rourke says.  "It is just plain old COBOL, run on CICS.  We developed it from scratch six or seven years ago, and we keep tinkering with it, building features on."  The sole factor making it, and all the software systems at Lands' End special, Rourke said, is that it is "customer-driven.  We work very hard to make systems that achieve business objectives, that are easy for operators to use, and that are transparent and unobnoxious to customers.  The code is ordinary code, except that it never takes its eye off what our customers -- at every level -- are after."


Country comfort


In the 1980s it was hard not to make money in direct marketing, and Lands' End was just the right size, and had just the right product mix to take off.  As the phones rang, the systems grew.  In 1980 the company junked its original Singer System 10, and installed a series of IBM machines in its place -- a 4331 running on DOS and VSE, upgraded to a Model 2, then a 4341, then a 3083E, then a 3083B.  In 1984 the company unveiled a big 3090 300E, running VM PROFS programs.  In 1989 it added a 3090 300J, which was fed the company's new generation MVS programs.  


 The near-term plan to is slide as much as possible toward CICS-based MVS.  The upgrading never stops but the commitment to large central systems is cast in concrete by now -- a logical choice for a company with Lands' End's big-database and rank-and-file user profile.  Lands' End has been in no great hurry to downsize DP.  Mission-critical functions for a mail house, order entry and fulfillment, lend themselves well to centralized mainframe solutions.  


With the mainframes handling the big tasks at the rate of 80 transactions per second, Lands' End's small luggage manufacturing plants in Iowa make do with an AS/400 system.  At the bottom of the multiplatform pyramid, networked Macintoshes running Quark Express and Microsoft Word  crank out catalog layouts and copy, with IBM PS/2s running on OS/2 as the micro of choice for business functions.


Rourke is not wedded to the mainframe-on-top position.  "As we evolve we expect to keep the mainframe capabilities, probably using PCs that can use mainframe data.  Long term, we expect to see the role of the mainframe changing, from being the operator to being the server."  Lands' End's bet -- known around Dodgeville as Dan's Perception, is that interactive video will be the next big thing, and when that happens, the primary role of the mainframe will be that of image cruncher.


Direct mail IS consultant Steve Kinnard, who has worked with Lands' End, Sears, L.L. Bean and Time Life Books, says the trend is clearly toward smaller systems.  "The industry is moving away from host technology.  What works great today will look antique five years from now."


Till then, Rourke feels that Lands' End has circumvented a primary criticism people have against the big machines, that they overcentralize company thinking and disempower people down in the trenches.  "We are centralized physically, but decentralized by temperament," he says.  The philosophy in IS is the same as the philosophy everywhere else in the company -- that the customer is what matters.  Big information that is reliable, helpful, and fast, Rourke said, shouldn't have to apologize for being big.


The new breed


The remake of Lands' End has been Gary Comer's big challenge the past few years, as signs mounted that he and his midsize-company team had taken the company as far as they could, and a transfusion of new, bigger-company blood was required to continue.  


In 1991 Comer stepped aside as CEO, replaced by advertising whiz Dick Anderson.  He and merchandising vice chairman Dave Dyer cast a wide net and pulled aboard some good, young, wet talent, including Rourke from Sears and new president and COO Bill End, heir apparent at the company's Maine rival, L.L. Bean.  


The infusion of new talent means Lands' End has a world-class management team combining the comfortable-sweater, customer-oriented culture of the old guard with the professionalism and quality orientation of the new.  The new team provides new know-how, while the anti-bureaucratic culture Comer put in place works to keep its prized professionalism from dissolving into functional fiefdoms too wonderful to worry about business issues. 


Nowhere is this new balance more in evidence than in IS.  When incoming CIO Rourke polled internal customers about their thoughts and attitudes about Lands' End, CIO Rourke encountered a lot of  negative feelings.  "The organization here had been very hierarchical.  Internal customers were saying that the people in IS were too snotty -- too involved in their stuff to explain it, or to respect the business needs of the departments.  Things weren't getting coordinated.  We'd come up with two separate solutions to a problem.  People in IS and out in the departments reported lack of teamwork, bad executive information, the Not Invented Here syndrome.  Internal customers were frustrated."  


Rourke and his IS team have worked to mend fences with internal customers.  "We flattened our organization out, so that all IS managers now report to me.  Less gets lost along the chain, and fewer wires get crossed."  The word went out that idea of technology at Lands' End was changing.  Instead of being this distant, abstruse, alienating, academic thing, it now existed to deepen and enrich the customer experience.  A customer-oriented business can't house a lab-coated priesthood.  It has to get down -- to business.


For Bill End, the quality ratcheting in IS is part and parcel of a company policy to pare away incremental costs while rushing out to meet customers half-way, even three-quarters of the way.  "The faster and more efficient we become, the better we get to know our customers, the more attentive we are to the little things that make customers keep coming back, the harder we will be to catch."


Consultant Steve Kinnard sees the combination of End and Rourke as a valuable asset. "End brings great marketing sophistication to the company, and Rourke brings a very high level of technology. That's a great marriage, and it doesn't matter if they're married in a cornfield."


Human hardware


"Fulfillment is everything in direct mail," says Mollie Neal, editor and technology writer for Direct Marketing.  "In the old days, 4-6 week turnaround was customary.  Today's customers won't give you that long.  And if you screw up even once, they're off to the mall.  Lands' End is famous for 24-hour fulfillment, and the technology undergirdng that is at least half the story."


The fulfillment process begins with a catalog in a customer's lap. Though the company publishes over three thousand full-color pages annually, the look and feel remains the same, blocky and copy-heavy.  While Lands' End uses full-featured desktop publishers Quark Express and Aldus PageMaker for its catalogs and other nmaterials, the company's virtuous graphic style precludes the available array of arrows, pointing hands, starbursts, glitzy montages and other tacky features.


But technology is never more than a hop-skip away.  The moment you dial, a ton of technology invisibly gang-tackles you for the sole purpose of giving you what you want and getting it headed your way. Your mind's eye pictures someone picking up the phone in Dodgeville, but that may not be the case, as Lands' End, seeking to broaden its geographic workforce, has three phone centers spanning a hundred miles -- totaling over 1,000 phone stations -- all on fiber optic cable, with on-site help from AT&T.  


An AT&T gateway switcher perpetually scans incoming calls, keeping count of how many operators are busy, looking for an idle operator to route your call to, before the dreaded fourth ring.  If the call goes to a fourth ring, a light lights up, and supervisors are alerted to the bottleneck. 


A human being answers -- Lands' End does not look kindly on voice mail schemes that impersonally route callers like rats in an electronic maze.  This particular human being is Paul Holden, 44, working at Lands' End's Cross Plains phone center near Madison.  Paul, working a 30 hour flex schedule here and driving cab during off-hours, is sitting in his cubicle du jour, terminal in front of him, recent catalogs at the ready.  


The mission of your conversation talking to Holden -- he's trained not to hurry you --  is to get you what you want.  "The idea is to never say no to the customer," says Mike Gillispie, director of customer services.  Where a competitor might offer embroidery or monogramming, Lands' End offers it in a score of designs, type styles, sizes and locations.  If you like, you can have your shirttails monogrammed in pink thread.  If you prefer, you can have one leg of your pants be an inch shorter than the other.  


The operator can verify, right during the call, whether the XL Interlochen long-sleeve shirt, in hunter green, is available in the warehouse across the parking lot.  If it isn't, you know immediately what colors are available, with no guessing game followups. If it is your pleasure, you can have your order shipped any of five ways, and delivered to your back door instead of your front, and be careful, because you've got a dog.  


Lands' End's order system goes to greater lengths than competitors to anticipate unusual needs and building them into the software.  Operators may keep scrap paper handy for odd questions, but they don't use them often.  Special orders add a single day to delivery -- not the 4-6 weeks of old. 


When taking your address, Holden is goofproofed.  A utility called Code 1, from Group 1 Software, compares your address against all valid street addresses .  He can't enter "1500 Amherst Rd." instead of "1500 Amherst St." unless Code 1allows it.  This feature not only eliminates packages going to the wrong address, but also keeps you from getting duplicate catalogs.  Likewise, the system gives operators macro options -- HB LV MD saves him from having to type Happy Birthday.  Love, Mom and Dad for the card that goes with your gift.


Everything is recorded.  If you wanted a red sweater but chose a blue one because the warehouse was out, that information is saved, and the company is not deceived into thinking it should order more blue sweaters; the color to order is red.  This is a feature regular retail operations would kill for.


Terri DeVoss, who does day duty as deputy treasurer for Iowa County and works evenings taking orders at the Dodge Mahal, was never shy about computers, having worked with them in previous jobs.  "What was new was the sense we all got that we had the power, on our own, to do whatever was necessary to please the customer.  We don't have to go get permission or put it in writing and put the customer through all that -- we just do it," she said.


"Our customers comment about merchandise, about service, about what they like to see," said Rourke, "and we collect every remark, often as a field on the order entry system, , and route them at month's end to relevant managers.  It is a very rich source of ideas for us, and a pivotal strategic advantage. " It's like having a 24-hour, 12 million person focus group.  Last summer, Rourke said, 755 people wanted to know why Lands' End didn't accept their Discover cards.  By early 1992, Lands' End did.


When the operator enters your order it is stored on disk until later that night, when a mainframe batch order is compiled and sent via buried fiber optic cable across the parking lot to the distribution center.  That action simultaneously creates a shipping label and requests the items to be pulled from the front bins.  Now, the distribution center is probably the last thing people flipping through the pastoral pages of a Lands' End catalog imagine.  It is a huge, semi-automated warehouse, "with floors so clean you could eat off them," according to applications development manager Tom Holzkopf.  Holzkopf hastened to add that you don't have to eat off them.


In the heart of the cornfield, the distribution center is a megalopolis of magnets and lasers.  Trucks pull up to the back door and unload vendor shipments, which are manually slapped at the door with a barcode sticker identifying contents and shipping date.  Roller conveyors transport the incoming boxes toward the back room, an immense storage center where vertical fork-lifts stack merchandise on banks of shelves rising 60 feet from the floor.  The boxes are placed wherever there is space, and then are scanned for shelf location.  Though the room is dimly lit, for the convenience of the forklift operators, it doesn't really have to be lit at all -- the scanners work just as well in pitch darkness.  


The purpose of the back room is to replenish the front-bins, where human order fillers pull items for shipment.  But technology still drives the process.  Once located, the shirts, pants, and bathrobe you ordered are dropped on a tilt-tray trolley , where they circle high above the warehouse floor, until the scanner directs them to a common packing bin. 


Here, the rapid technological pace starts to sputter a bit.  Packing is the most labor-intensive part of the distribution process, very labor intensive.  Good packers needs lots of training.  Bill Jackson is experimenting with a quasi-automatic packing system that uses 2½ people to pack 900 items per hour -- up from the manual rate of 125/hour.  "Problem is, I haven't figured out what to do with the other half person," said Jackson.


"I've seen robotized warehouses do a lot of this work," said Bill Jackson, and most of the errors that occur in the barcoding system at Lands' End can be traced to either human error or a label coming unglued in transit.  "But I still like people."  The human touch is evident here and there.  In the embroidery room, professional designers use WilCom , a remarkable PC-based stitch-oriented CAD/CAM program called to painstakingly create prototypes for corporate logos, and then let the computers make the necessary calculations.  "It's not like scanning a T-shirt," said Denise Mingione.  "This one took five hours," said Kim Loecke, holding up a 12", five color masterpiece, a nocturnal sailboat tacking into a yellow moon.  Once encoded, the sailboat pattern is good for endless repetition.


Elsewhere, giftwrappers (average age 67) carefully remove tags from items; though they use 3M instant bows, and specially designed boxes that don't crush the bows, the main ingredient they contribute is unhurried attention.   While the 3090 300E up the hill hums its worksong of quantity, a woman pats and smooths the tissue paper around a parchment-colored ladies' cardigan six meticulous times.


Tall corn


Lands' End's success stems part from a great merchandising vision, and part from luck.  It was great luck for Gary Comer to hit upon mail order casualwear at the precise moment when mail order was ready to take off -- and his eventual competitors  were just beginning to stumble over their own unwieldy systems.  It was great luck to begin growing just as costs per MIPS began tumbling.


Today, however, they're still tumbling, and newcomers have the same advantages Lands' End had way back when.  That lesson is not lost on Joe DelGaudio, CIO at J. Crew Group, parent of the J. Crew retail and mail order company.  "We do our main data chores on the biggest system IBM has, the ES9000," he said, "plus a huge LAN to handle office applications, and a WAN connecting our New York offices with everyone else."  And with Sears jettisoning its nonretail businesses -- and throwing Rourke's old crew at Sears Technology Center into turmoil --  Lands' End will feel keener competition at the top end of the scale.


What must Lands' End do to keep pace?  Interactive video, for one thing.  "If you can get into people's TVs and make an attractive pitch there, it will be a major breakthrough," Rourke said.  Lands' End wants to be ready for anything, yet it can't afford to be on the 'bleeding edge,' investing too early, as pioneering merchandiser J. C. Penney did, and regretted doing.  


Database marketing is another.  Jim Chapman, president of Rush Order, a Gilroy, CA fulfillment processor, says players in other industries are way ahead in actively going after customer data.  "In direct marketing today, data must do more than fill accounting slots -- invoicing customers, subtracting items from inventory.  It should be proactive, going after information that will drive new sales.  A smart company will be finding out how many people live in a household, who buys what, their ages."  This is micro-marketing, he said, and all it takes are a few extra fields in the database program.


And the chutzpah to quiz customers while on-line -- a tackiness Lands' End balks at.  To date the company knows who buys what -- but is less certain what else they might buy.  Rourke says Lands' End is planning to expand its database marketing efforts, but won't tip his hand except to say that, when it previews, it will be a competitive advantage.


A similar conundrum: the idea of integrating its phone switching equipment and its computers intrigues Lands' End.  Imagine, knowing who is calling, and having that customer's  information onscreen before picking up the phone!  "How do you do, Mrs. Valdemar, how are Dale and Ginnie?" L.L. Bean is said to be testing such an integration.  But again, will customers cozy to such invasive intelligence?


"Our immediate agenda is threefold," Rourke said.  "First we want to get our vendor communications completely squared away with EDI.  Second, we have a way to go in learning better ways to manipulate customer data.  Finally, we have to figure out ways to better forecast sales, and limit our inventory investments -- we've improved the physical system, now we need to think better."


Meantime, the market is already tousling Lands' End's hair.  The company has no debt to speak of, it is getting its costs under firm control, and earnings are solid.  Many analysts still list it as a cautious buy in the '90s.  From a low of 8½ in 1991, it has rebounded to the 27 level.  That's good news; the biggest problem is finding a low point to buy at.


"They've turned the corner on their worst problems," said Alexander Paris, an analyst with Barrington & Associates, a Chicago research boutique.  "Their product line is souped up, they have all those new catalogs, the fulfillment rate is back up.  They're out of the emerging growth category, and in the more established growth group."


New-fangled Lands' End has pumped so much prosperity into the local economy that it can afford to be its old-fashioned self.  Still, there are problems.  The town of Dodgeville itself seems stretched to the max.  In a flat economy, it seems like everyone here is working two jobs. When work lets out at 4:30 every afternoon, it is impossible to make a left hand turn on the town's main drag.  Gridlock comes to Dodgeville.


But oh, the view from above.  A beehive of  busyness, landlocked Lands' End is still just a little mailhouse on the prairie.  Beyond the parking lot the tall corn stretches, acre upon acre.  And you realize, hey, this company has loads of room to grow.  And everything out there looks green. §





Michael Finley is a St. Paul based writer specializing in technology and management.
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