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THE BOTTOM LINE  

Mannington Mills deployed IBM Sterling B2B Managed Services to replace an aging 
application supporting its EDI transactions with distributors and customers.  Nucleus found 
this Smarter Commerce project enabled Mannington Mills to take advantage of the IBM 
cloud to streamline the ordering and invoicing process, improving the company’s 
responsiveness to customers while reducing costs.   
 

ROI:  158% 
Payback:  3 months 
Average annual benefit:  $139,270 
 
 
 

THE COMPANY    

 
Mannington Mills is one of the world’s leading manufacturers of fine flooring.  Based in 
Salem, New Jersey, the privately held company manufacturers residential and commercial 
sheet vinyl, luxury vinyl, laminate, hardwood, and porcelain tile floors, as well as 
commercial carpet and rubber.  Founded in 1915, Mannington employs approximately 
1900 employees. 

 
THE CHALLENGE 

 
Mannington Mills was using an aging IBM Sterling Gentran application to manage 
electronic data interchange (EDI) transactions with its network of distributors.  Although 
the application had met the company’s needs for some time, by 2013 the company 
recognized it needed to reevaluate its EDI strategy for a number of reasons: 
 The application was reaching end of life, and upgrading to bring it up to date would 

require a significant software and hardware investment, and would likely disrupt the 
flow of orders and invoices between the company and its distributors for some period 
of time. 
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 The application still required some manual intervention for troubleshooting and 
prioritization of orders, and this sometimes resulted in delays for customers, reducing 
customer satisfaction. 

 The main employee responsible for managing the order process was retiring, and 
Mannington Mills wanted to devote remaining staff resources in the department to 
more strategic activities. 

 

“Orders and invoices are our lifeline, and happy customers lead to additional business.  We 
needed to be able to scale as demand dictated to be more responsive to our customers, and 
not worry about an old outdated system.” 

- Jim Sloane, CIO, Mannington Mills 

 

THE STRATEGY 
 
After evaluation of its options, Mannington Mills decided to move to IBM Sterling B2B 
Managed Services to support its EDI transactions.  Although the company had some 
trepidation about moving its data to the cloud, it felt that working with a top-tier cloud 
vendor would mitigate any security or reliability risks, and that using a cloud service would 
enable it to free up support resources that could be devoted to other projects. 
 
Working with an IBM implementation partner, two Mannington Mills employees spent 
approximately 16 weeks to configure the application and map the existing SAP documents 
and processes to the appropriate fields.  Two employees participated in one and a half 
days of training on using the application.  To avoid any potential disruption or confusion 
with distributors, Mannington Mills had a phased migration onto the new application, with 
a few distributors added at a time. 

 
KEY BENEFIT AREAS 

 
Mannington Mills’s Smarter Commerce project enabled it to move business-critical 
transactions to the IBM cloud, streamlining its order and invoice management processes 
while freeing up internal resources to focus on customers.  Main benefits of the project 
included: 
 Improved customer service.  Transitioning to a more modern system that can be 

accessed from anywhere has enabled Mannington Mills to more rapidly respond to 
customers’ business requirements, enabling the company to bring on new partners an 
average of 1.5 time faster, increasing customer and partner satisfaction and repeat 
business.   
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 Reduced IT costs.  Moving from an aging on-premise application to a cloud service 
enabled the company to avoid the one-time and ongoing costs associated with 
upgrading and managing the application. 

 Increased productivity.  Moving to a modern cloud application has reduced the time 
IT needs to spend troubleshooting orders by 25 percent, which can now be devoted 
to more strategic projects.    

 
KEY COST AREAS 

 
Costs of the project included the annual Sterling B2B Managed Services subscription fees, 
consulting fees, personnel, and training time.   

 
BEST PRACTICES 

 
This was the first cloud project for the company.  Mannington Mills was initially leery of 
moving to the cloud because of concerns about reliability and control, but found that 
moving to a next-generation platform enabled it to focus resources on strategic customer 
management and other projects instead of managing infrastructure.  The company’s 
choice of IBM was also a factor, as the team had confidence in the significant investment 
IBM had made in cloud computing.  In reality, Mannington Mills found the cloud 
application was even more reliable than expected, at a lower cost than on-premise 
alternatives. 
 

CALCULATING THE ROI 

 
Nucleus calculated the costs of software license subscription fees, consulting, personnel 
time to implement Sterling B2B Managed services, and the cost of personnel time spent in 
training to quantify Mannington Mills’s total Smarter Commerce project investment.   

Cost : Benefit
Ratio  1 : 1.8
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Direct benefits quantified included the eliminated and avoided IT costs associated with 
moving to a cloud application instead of investing to bring its on-premise application up 
to date, as well as cost of the staff member the company avoided replacing because of the 
efficiencies provided by the new application.  Indirect benefits quantified included the 
productivity increase IT experienced by eliminating the time needed to troubleshoot the 
old application, and was calculated based on the average annual fully loaded cost of an IT 
staff person, using a correction factor to account for the inefficient transfer of time 
between time saved and additional time worked.  Not quantified was the indirect benefit 
of increased business driven by greater customer satisfaction. 
 

 
  
 

 



FINANCIAL ANALYSIS

IBM Smarter Commerce

Annual ROI: 158%
Payback period: 0.3 years

ANNUAL BENEFITS Pre-start Year 1 Year 2 Year 3
Direct 0 486,250 177,750 177,750
Indirect 0 36,938 36,938 36,938
Total per period 0 523,188 214,688 214,688

CAPITALIZED ASSETS Pre-start Year 1 Year 2 Year 3
Software 0 0 0 0
Hardware 0 0 0 0
Project consulting and personnel 0 0 0 0
Total per period 0 0 0 0

DEPRECIATION SCHEDULE Pre-start Year 1 Year 2 Year 3
Software 0 0 0 0
Hardware 0 0 0 0
Project consulting and personnel 0 0 0 0
Total per period 0 0 0 0

EXPENSED COSTS Pre-start Year 1 Year 2 Year 3
Software 0 141,000 141,000 141,000
Hardware 0 0 0 0
Consulting 50,000 0 0 0
Personnel 60,615 0 0 0
Training 1,137 0 0 0
Other 0 0 0 0
Total per period 111,752 141,000 141,000 141,000

FINANCIAL ANALYSIS Results Year 1 Year 2 Year 3
Net cash flow before taxes (111,752) 382,188 73,688 73,688
Net cash flow after taxes (61,464) 210,203 40,528 40,528
Annual ROI - direct and indirect benefits 342% 204% 158%
Annual ROI - direct benefits only 309% 171% 125%
Net Present Value (NPV) (61,464) 134,988 170,387 203,470
Payback period 0.3 years
Average Annual Cost of Ownership 111,752 252,752 196,876 178,251
3-Year IRR 265% 265%

FINANCIAL ASSUMPTIONS
All government taxes 45%
Cost of capital 7.0%
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By the Numbers 
Mannington Mills's IBM Smarter Commerce project

THE PROJECT

THE RESULTS
Avoided replacing one full‐time equivalent
Can bring on new partners 1.5 times faster
Reduced time to troubleshoot orders by 25%

Cost : Benefit
Ratio

‐ Jim Sloane, CIO, Mannington Mills
NucleusResearch.com
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“Orders and invoices are our lifeline, and happy customers lead to additional business.  We needed to be able to 
scale as demand dictated to be more responsive to our customers, and not worry about an old outdated system.”
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Total time for the company to 
deploy IBM Sterling B2B Managed 
Services

Number of users: 

3

$139,270
Average annual benefit

158%

1 : 1.8

The total time to value, or 
payback period, for the project
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Mannington Mills deployed IBM Sterling B2B Managed 
Services to replace an aging application supporting its 
EDI transactions with distributors and customers.  
Nucleus found this Smarter Commerce project enabled 
the company to take advantage of the IBM cloud to 
streamline the ordering and invoicing process, improving 
responsiveness to customers while reducing costs.  


