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L. Mohan 1
 Outline
 1. Components of Enterprise Systems
 2. Dell: Pioneer of Virtual Integration
 3. Cisco Did It Right !
 4. Spotlight on ERP Disasters: What Went Wrong?
 5. Hidden Costs of ERP Implementation
 6. A Success Story (Asian Paints) vs.
 A Failure (Nike)
 7. Learning from Failures: BMC Software Case
 8. Data: One Big Hurdle
 9. The Other Bigger Hurdle: People Issues
 10. Lessons Learned
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 What are Enterprise Systems?
 An integrated suite of information systemsthat form the backbone of the enterprise
 for running and managing its operations
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 Back To Back:Enterprise Systems Encompass
 - Front-end systems like Customer Relationship Management
 AND
 - Back-end systems like Enterprise Resource Planning and Supply Chain Management
 Objective:Seamless and Transparent
 Flow of DataAcross the Entire Value
 Chain
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1. AttractCustomers are lured into Net
 space either by company websites or by general portals,
 kicking off the chain
 2. CustomizeThe customer configures his
 own product. The configuratorsoftware works out the possible
 combination and price
 3. PaymentElectronic funds transfer happens
 if buyer and seller are with the same bank; online credit card
 payment soon possible
 4. InteractTransaction over, customer support begins with information and updates
 being provided, typically via callcenters
 5. DeliveryDelivery systems take over from here
 on. They are being increasingly outsourced today to specialist firms
 6. PersonalizeSince you hang on to the customer for life, you profile the customer’s
 data to create product updates or promotions
 Front-EndSystems
 A. FulfillmentWith the customization process initiated,
 the back end machinery starts whirring to fulfill
 the customer’s needsB. Scheduling
 Customization adds greater complexity to the process,
 making scheduling key to better implementation
 C. SuppliesWith the value chain transparent,
 vendors know demand the moment a customer logs in and start
 delivering according to the production scheduleD. Manufacturing
 The one bricks and mortar process that still can’t be avoided, though
 increasingly, this too is being outsourced to others
 E. DispatchGet a logistics company to pick up
 finished goods either from your premises or outsourced premises
 Back-EndSystems
 Adapted from Businessworld, May 22, 2000
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 The Big Problem with Information Systems Today…
 …“ Islands of Automation”
 Stand-alone systems designed for specific processes
 Cannot “talk” to each other within the organization
 Much less, externally with the systems of customers or suppliers

Page 6
                        

L. Mohan 6
 Drivers of Enterprise Systems
 Inefficient operations
 Higher internal costs
 Lack of coordination with suppliers
 Poor customer service
 Missed opportunities for revenue
 Most Important: Emergence of the InternetA cost-effective means to connect the back-office and front-end systems
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 IT Architecture Should Integrate Information, Processes and Functions
 Traditional View Enterprise View
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 Four Major Components of Enterprise Systems
 1. ERP– Enterprise Resource Planning systems evolved from
 Manufacturing Resource Planning (MRP) systems– Integrate all the internal processes and data flowing
 through the organization: the “back-end” systems
 2. CRM– Customer Relationship Management systems evolved
 from Sales Force Automation (SFA) for contact and lead management
 – A full suite of applications for telemarketing, call center (today, contact center), … for supporting marketing, sales and services: the “front-end” systems dealing with the customer
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 Four Major Components of Enterprise Systems (…contd)
 3. SCM– Supply Chain Management systems address the problem
 of fulfilling, and responding to changes in, demand at a minimum cost.
 – Advanced planning applications that take into account demand forecasts, production constraints, ….front-end systems connecting to suppliers, logistics providers, …to get the right product to the right place at the right time at the right cost.
 4. BI– Business Intelligence systems, the new label for Decision
 Support Systems (DSS) and Executive Information Systems (EIS), including Data Warehousing and Data Mining
 – Systems for analyzing the vast amount of internal transaction data and external data about customers and competitors to track performance and manage the business more effectively
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 Finance:Modules for bookkeeping and
 making sure the bills are paid
 on time.
 General Ledger
 Accounts Receivable
 Fixed Assets
 Treasury Management
 Cost Control
 Human Resources
 Software for handling personnel-related tasks for corporate managersand individual employees.
 HR Administration
 Payroll
 Self-Service HR
 Manufacturing & LogisticsA group of applications for planning
 production, taking orders and
 delivering products to the customer.
 Production Planning
 Materials Management
 Order Entry & Processing
 Warehouse Management
 Transportation Management
 Project Management
 Plant Maintenance
 Customer Service
 Data Analysis:Decision-support software that
 lets senior executives and other
 users analyze transaction data
 to track business performance.
 Supply Chain Management:Advanced planning applications
 that take into account production
 constraints, demand forecasting
 and order delivery promises.
 Front-Office Applications:Sales force automation, telemarketing
 and call center support software for
 use in dealing d irectly with customers .
 Transaction Engine:Core software that manages the
 flow of transactions among
 applications.and handles tasks
 such as security and data integrity
 New Applications targeted by ERP vendors
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 The Internet Changed The Rules of the Game
 Communicating Co-ordinating Collaborating with the OUTSIDE world…Not just speeding up and automating a
 company’s internal processes…Spread the efficiency gains to the business
 systems of its suppliers and customers…Collaboration is the competitive advantage
 It is all about:
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 Dell Virtually Integrated the Value Chain with its Customers and Suppliers
 Suppliers ManufacturerDistribution
 Channels
 The dominant model in the personal computer industry – a value chain with arms-length transactions from one layer to the next:
 Customers
 Suppliers Manufacturer
 Dell’s direct model eliminates the time and cost of third-party distribution:
 Customers
 Virtual integration works even faster by blurring the traditional boundaries and roles in the value chain:
 Suppliers Manufacturer Customers
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 Benefits of Virtual Integration
 - Dell’s Suppliers… Connected to Dell’s customer data through the corporate
 extranet… Have real-time access to Dell’s customer orders… Can schedule production and delivery to ensure Dell’s
 production line moves smoothly
 - Dell’s Customers… Connected to Dell’s supply chain via website… Can track the progress of their order from Dell’s factory to
 their doorstep… Save time and cost on telephone or fax inquires
 - Dell: Big Savings… Low Inventory: 13 days in 1998 vs. 40+ for Compaq – Now
 counting inventory in “hours”… Customer Self-Service: Frees up Dell personnel
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 Implementation of Enterprise Systems- Two Big “Non-IT” Hurdles:
 1. Data Problems
 – Cleansing the “dirty” data in legacy systems
 – Integrating the data from the silos
 2. Organizational Resistance to Change
 – Getting Buy-in:Unfreezing Moving Refreezing
 (Lewin-Schein Model of Change)
 – Performance Measurement and Reward Systems
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 Cisco’s Dilemma in Late 1993
 1. Legacy system could not handle 80% annual growth rate of Cisco.
 Constant band-aids to meet business needs resulted in the application
 becoming “too much spaghetti.”
 Systems outages became routine exacerbated by the difficulties of
 recovering from outages.
 2. CIO’s Viewpoint
 - Each functional area had to make its own decision regarding changing
 the legacy system and fund it.
 - Not in favor of ERP solution because it could become a “mega-project”
 Problem: None of us was going to throw out the legacies and do something big.
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 The Defining Moment
 The legacy system crashed because a workaround due to the system’s inability to perform malfunctioned, corrupting the central database.
 Shut down the company for two days
 January 1994:
 Autonomous approach to replacing legacy systems in Order Entry, Finance and Manufacturing will not work.
 SVP of Manufacturing took the lead - put together a team in February to investigate the replacement
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 Process for Selecting ERP Vendor
 1. Could not be an IT-only initiative Must have the very best business people on the project
 2. Need a strong integration partner to assist in both selection and implementation of the ERP solution
 3. Selected KPMG because they brought experienced people to the engagement, not “greenies”
 4. Team of 20 people tapped the actual experience of large corporations and knowledge of sources such as Gartner Group Narrowed the field to 5 candidates within 2 days
 5. After a week of evaluating the packages at a high level, two prime candidates were selected - Oracle was one. Size of the vendor was an issue in the selection
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 Process for Selecting ERP Vendor
 6. Team Spent 10 days on the Request for Proposals Vendors given 2 weeks to respond
 7. Visited reference clients of each vendor as part of “due diligence”
 8. Vendors invited for a 3-day software demo To show how software could meet Cisco’s needs using sample
 data from Cisco9. Oracle selected because
 Better manufacturing capability Made number of promises about long-term development of
 functionality Same location as Cisco Oracle wanted to win badly
 Total Time: 75 days
 Time clock: May 1, 1994
 Next step: Board Approval
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 Estimating Project Time
 1. Cisco’s Financial Year: August 1 - July 31
 2. Constraint: Cannot implement in Quarter 4
 3. One option: July/August 1995
 4. Rejected it - too late
 5. Worked backwards:
 Qtr 3 - System should go live
 So it would be completely stable for Qtr 4
 Target Date:February 1995
 Project Time: 9 months
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 Rationale for ERP Investment
 • Cisco had NO CHOICE but to move• Three Options
 1. Upgrade legacy system2. Replace it in parts3. Big bang implementation
 - One ERP solution for all systems in 9 months time
 • ERP Project Cost: $15 Million - Single largest capital project at the time
 • Justification: - No Cost-Benefit Analysis - “We are going to do business this way.”
 ERP System became one of Cisco’s top 7 goals for the year
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 The Implementation Team
 Executive Steering Committee– VPs of Manufacturing & Customer Advocacy– Corporate Controller & CIO– Oracle’s Senior VP of Applications– KPMG’s Partner-in-charge of West-Coast Consulting
 Project Management Office– Cisco’s Business Project Manager– KPMG’s Project Manager
 Team of 100 members placed onto one of 5 “tracks” (process areas)– Order Entry, Manufacturing, Finance, Sales/Reporting and
 Technology
 Function Area Tracks had– Business Leader, IT Leader– Business and IT Consultants (KPMG and Oracle)– Users

Page 22
                        

L. Mohan 22
 Selecting Team Members
 Hand-picked the best and brightest
 Rules of engagement short-term no career change it was a challenge
 To each person: the project was THE opportunity
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 Implementation Approach
 Training the team on Oracle compressed 5-day class into 2 16-hour days completed the “immersion training” in 2 weeks
 Small parallel “tiger team” set up the system Configuration of Oracle package
 went off-site, 2 days, 40 people homework assignment to everybody:
 “come in with an 80 -20 recommendation on how to configure the system.”
 “the 1% effort that gave us an 80% accuracy on how the application would run as opposed to a typical ERP approach, where you go off for 6 months and overanalyze it to death.”
 Demonstrated the Quote-to Cash capability Realized that modifications were required despite compelling
 reasons not to.
 Version 0
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 Implementation Approach
 Goal: Make the system work in each track Modeled the business process in detail and documented the
 issues Weekly 3-hour meetings with track leaders to resolve issues Found that software could not support huge number of
 business processes Classified required modifications as “Red,” “Yellow” or
 Green” Steering Committee had to approve a Red 30 developers needed for 3 months After-sales support needed another package since Oracle
 could not handle it
 Version 1
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 Implementation Approach
 October 1994: Most difficult part of the project Project scope had expanded
 major modifications to Oracle new after-sales support a data warehouse was necessary
 Did not convert any history the data warehouse became the bridging system for
 reporting history and future in an integrated data conversion.
 Final test with full complement of users captured a full day’s business data re-ran it on a Saturday in January 1995 Team members gave “go” signal after watching each track
 executing the simulated day.
 Versions 2 & 3

Page 26
                        

L. Mohan 26
 Post-Implementation Blues
 Major day-to day challenges a new system for users system was disturbingly unstable
 went down nearly once a day
 Primary problem: Hardware architecture and sizing Fixing hardware at vendor’s cost
 Cisco’s contract based on promised capability
 Software unable to handle transaction volume “Our mistake was that we did not test our system with
 a big enough database” Tested individual process sequentially rather than
 at the same time
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 Fixing the System
 February - March 1995:
 ERP project status became number one agenda item for weekly executive staff meetings
 “It was tough, really stressful…we always knew we would make it. It was always a “when,” not an “if.” This was a big thing, one of the top company initiatives.”
 SWAT-team mode to fix the problems
 Strong commitment from Oracle, KPMG, and hardware vendor
 Stabilized the system by Quarter 3 end.
 Reward for the ERP Team - Over $200,000 cash bonus
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 Cisco’s ERP Implementation Lessons
 Well Communicated Top Management Commitment
 Put “Best People” on Team
 “Can Do” Team Attitude
 High Priority in CompanyProject End Date Defined by
 Business Factors
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 Cisco’s ERP Implementation Lessons
 Select Hungry VendorsFinancially Strong VendorsHigh-Level Vendor Personnel on Steering
 CommitteeStructure of Hardware Contract (Capability-
 Based) “Seasoned,” Experienced Consulting
 SupportRapid, Iterative Prototyping
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 ERP Implementation Costs
 Software: 16%Hardware: 32%System Integration: 38%Headcount: 14%
 Total Cost $15 Million
 Note: Cost of Cisco personnel time not included beyond some members of the core team
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 Key Steps taken by Cisco Management
 – CEO made the project one of the company’s top 7 goals for the year and tracked its progress in executive staff meetings, company-wide meetings and board meetings
 1. Oversight by Top Management
 2. Project was NOT An IT-only Initiative
 – Hand-picked the best business people to work with IT personnel on the project
 – Team of 100 members placed onto one of 5 tracks (process areas)
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 Key Steps taken by Cisco Management
 3. Implementation Responsibility at Two Levels
 – Executive Steering Committee composed of VPs of Manufacturing and Customer Advocacy, CIO, Corporate Controller and Senior VPs of Vendors
 – Project Management Office headed by business manager overseeing the 5 tracks, each of which had a business leader and an IT leader jointly overseeing the work of the team
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 The Promise of ERP
 Promise: Change the way companies work by integrating the back-office processes into one smoothly functioning whole.
 Problem: Years to implementHundreds of millions of $
 AND Inward-looking
 Focus: Efficiency of the Enterprise in isolation
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 The Reality : Fox-Meyer Case Example
 - Once a $5 billion drug distributor - 4th largest in the US
 - Tight Margin Business
 - CIO Magazine praised them in 1995 for new client/server initiatives in 1993
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 Fox-Meyer’s ERP Project
 - Launched ERP Project in 1993, a hot new idea at the time
 - SAP’s R/3 had a track record only in the manufacturing industry
 - Goal: First mover advantage in distribution industry
 - “We are betting our company on this”- CIO Robert Brown
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 Fox-Meyer - The System
 - Cost – $100 million
 - Implemented SAP’s ERP and Pinnacle’s Computerized Warehouse Systems at the same time
 - Big problems surfaced in late 1994e.g.: R/3 miscounted inventory, which in turn screwed up customer orders - Outright crashes were routine
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 Fox-Meyer – What Happened?
 - R/3 could not handle the volume- Could process just 10,000 invoice lines per night
 compared to 420,000 in the old Unisys system- Software usable only in 6 of 23 warehouses- Had to revert to old Unisys system
 - Data conversion bungled by implementation consultants- Used incorrect product codes- Faulty interfaces between old and new systems
 - State of the art warehouse opened late- Incorrect orders cost millions in excess shipments
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 Fox-Meyer – The Blame Game
 - Fox Meyer Management:- Claimed vendors oversold capabilities- Consultants were neophytes- “Installation guinea pig – far worse than original system”
 - Pinnacle COO – “not a failure of automation – It was a management failure”
 - SAP – “users who install R/3 are usually changing basic business processes at the same time – this is where most of the pains and challenges of implementation come from”
 - Vendors claim project was completed according to their agreement
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 Fox-Meyer - Aftermath
 - Filed for bankruptcy in 1996
 - Purchased by a major competitor for $80M
 - August 1998 - Bankruptcy trustee for Fox-Meyer sues Vendors for $500 million each.
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 And Others...
 - Allied Waste Industries Pulled the plug on a $130 million SAP
 R/3 system
 - Waste Management Inc. Cancelled SAP installation after
 spending $45 million of a $250 million project.
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 A Notorious Disaster Hershey Foods – October 1999
 – IBM-led installation and integration of software from 3 vendors: SAP, Manugistics (planning applications) and Siebel (pricing promotions)
 – Embarked on the project in 1996. . . Partly to satisfy retailers who were demanding fine-tuning of
 deliveries to keep their inventories and costs down. . . Also faced Y2K problems in old system
 – Investment : $ 112 M, 5000 PCs. “To be used by 1200-person salesforce and other departments to
 handle every step from order placement to final delivery . . . Touches nearly every operation; tracking raw ingredients, scheduling production, measuring the effectiveness of promotional campaigns, setting prices, and even deciding how products ought to be stacked inside trucks”- Wall Street Journal, October 29, 1999
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 No End In Sight . . .Goodyear – November 2003
 Hits $ 100M Bump in the ERP System Investigating what caused a major accounting blowout
 – SAP installed in 1999 to run core accounting functionsHad to be linked to existing systems for intercompany billing which handled internal transactions on the purchases of raw materials made centrally for use in global operations
 – Consulting help from PwC and J. D. Power– Discovered “financial errors”
 Currently “identifying where the errors were in the ERP and the internal billing systems so that fixes can be made and accounting procedures improved”
 – System FalloutWill have to restate financial results from 1998 to first half of 2003Up to $ 100M in profits will be wiped off the company’s books
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 ERP Implementation: A Real Pain
 More ways to fail than to succeedVery expensiveSlow to installMedium size projects in tens of millions
 and require years of tweakingSupport Industry surrounding ERP:
 costly services and consultantscan be 10 times the cost of softwareConsultant’s “Full Employment Act”
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 Hidden Costs
 1. Training2. Integration3. Testing4. Data Conversion5. Data Analysis6. Getting rid of your consultants
 ERP implementation costs fall in the range of $3 to $10 per dollar spent on the software itself
 - Meta Group
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 Training- Consistently Underestimated
 Because….Workers have to learn new processes Not just a new software interface
 e.g., A receiving clerk at the plant’s loading dock now becomes an accountant. Because the clerk is keying new inventory directly into a live system, mistakes have an immediate impact on the books. And the plant’s number crunchers can no longer simply look at their data in batches, now they need to be able to pinpoint the origin of each data entry to verify its accuracy.
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 ERP is NOT Just About Technology Implementation
 It requires significant change management
 the most elusive budget item
 Training costs: 10% - 15% of total budgetdo not skimp on training; otherwise, pay more later
 One approach to control price tagtrain the trainers

Page 47
                        

L. Mohan 47
 Integration-- Is NOT Easy
 Links have to be built between ERP and other corporate software on a case-by-case basisMonsanto has add-on applications for logistics, tax, production planning and bar coding. Integrating them with SAP has consumed more time and money than estimated
 AND…
 If the ERP’s core code has to be modified to fit the business process, costs will skyrocket.
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 TestingMust be Process-Oriented
 DO NOT……Use DUMMY DATA…And move it from one application to another
 Run a real purchase-order through the system, from order entry to shipping and receipt of the payment -- the whole “order-to-cash” cycle - preferably with the employees that will eventually do the jobs.
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 Fox-Meyer’s Mistake
 Company received about 500,000 orders daily from thousands of pharmacies, each of which ordered hundreds of items.
 …SAP could only handle a few thousand items a day
 No way to test in advance…ran some simulations, but not with the level of data we have in an operating environment.
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 Data Conversion Is NOT 1-2-3
 Most companies in denial about quality of legacy data. Hence, underestimate cost of moving data to new ERP home.
 Even clean data may need some overhaul to match process modifications necessitated by the ERP implementation
 One alternative: outsource data conversionclaim to reduce costs by 75%
 Because….
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 Elf Atochem Case
 Cleaned up inconsistencies in data e.g. EI du Pont Nemours might also appear as Du
 Pont, DuPont and so on, giving the illusion of several customers - in reality, only one.
 Added new data fields to make system more effective e.g. To tell customers when shipments will arrive, not just when shipped, added “route determination record” that gives point-to-point delivery times to customers.
 Data clean-up was done by company’s cross-functional teams.
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 Data Analysis- Check Needs in Advance
 Reports in ERP package will NOT meet management information needs because …
 … ERP data has to be combined with external and soft data such as goals, budgets, etc.
 Cost of data analysis is often overlooked in project budget because of misconception that ERP package provides all the analysis users need
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 Consulting Fees Can Run Wild
 IF… Users fail to plan for disengagement
 Hence…
 Identify objectives for consulting partners when training internal staff
 Include metrics in contract e.g. A specific number of staff should be able to
 pass a project management leadership test - similar to what Big 5 consultants have to pass to lead an ERP engagement

Page 54
                        

L. Mohan 54
 How to Uncover Hidden Costs Upfront
 Assemble cross-functional teams.
 Include both senior managers.
 AND lower-level end users who will have daily contact with the ERP systems and provide level of detail.
 Systematically question and challenge each other’s assumptions and estimates
 Examine in depth the six components of hidden costs.
 Cost of ERP software is only a SMALL SLICE of the total project outlay.
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 A Big Splash In Wall Street in March 2001...
 Nike Says Profit Woes Due To IT
 Philip Knight, Nike’s Chairman and CEO, blamed the “complications arising from the impact of implementing our new demand-and-supply planning systems and processes” for the shortages of some products and excess amounts of others as well as late deliveries.
 Result: Profits Fell Short of Estimate by 33%
 I guess my immediate reaction is: This is what we get for $400 million?
 Source: Computerworld, March 5, 2001
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 Some Causes for the Nike Problem
 BIG Global Supply-Chain Project
 Suppliers in Indonesia, Malaysia, China…. A Real Challenge
 High degree of Customization
 i2’s Supply Chain application had to be linked with SAP’s ERP and Siebel’s CRM systems
 Wide range of footwear products in a multitude of styles and sizes
 Complexity in mapping the supply-chain software to the company’s internal business processes
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 A Success Story: Asian Paints IT Funded Global Acquisitions
 $20 million investment in IT
 Benefit: $80 million operating cash flow generated over the past 3 years
 Implemented SCM from i2 before ERP from SAP
 Inventory Turns: 11.6 in 2002 vs. 6.5 in 1998
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 ---------- SUCCESS
 --------- FAILURE
  @ ASIAN PAINTS
  
  FACTOR
  @ NIKE
 Restricted to India Number of locations Suppliers across the globe
 Decided to install SCM software before ERP software
 Top management insight Did not recognize the complexity of a global Supply Chain Project
 Phased – First SCM, then ERP, last CRM
 Implementation strategy Three packages simultaneously – Nike IT staff spread thin
 Restructured in 1998, before SCM Project – only modest customization needed in the software
 Organization issues Heavy customization of i2 software to fit Nike’s business processes – no pilot test due to aggressive time-table
 i2 played a proactive role - suggested implementing smaller modules one at a time.
 i2’s role i2 did not adhere to what it did usually – it adopted a big-bang rollout approach
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 CRM – Hot Area for IT SpendingBut… A Big Challenge to Implement
 – CRM involves a radical cultural shift that reshapes a company’s sales, marketing, and customer service
 – Unfortunately, it doesn’t occur magically once the software is booted up
 – Too often, companies see CRM as software, when it is merely an enabler, a tool in their tool kit
 The Big Hurdle: Change Management– 87% of respondents in a recent survey conducted by
 online resource center, CRM Forum, pinned the failure of their CRM programs on the lack of adequate change management
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 Learning from Failure - Case of BMC Software
 Succeeded the third time after two failed attempts
 What Went Wrong?
 No Customer Strategy
 - CRM focused on performing processes faster
 Top Management Involvement
 - Not much!
 No Efforts to Get Buy-In from Employees
 - Believed that software would sell itself
 No Attention Paid to Required Organizational Changes
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 The Third Time - BMC did it Right!
 Project Headed by VP of Sales for North America
 - Supported by Manager of Marketing Programs
 Defined the CRM program’s requirements with the help of
 175 employees, who served as the early champions
 Communicated the benefits to employees
 Showed how the CRM system would help the sales force
 to achieve its targets
 Rolled out the CRM program in stages to capitalize on
 early wins - also, reduced risk of any problems affecting the
 entire company
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 Murphy’s Law for Data
 The Data You HAVEIs NOT
 The Data You WANTIs NOT
 The Data You NEED
 Data problems are more difficult to solve than hardware and software problems.
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 Gaps in MIS Data - An Old Problem
 Citibank“We found … that management … didn’t even have a good profile of its market and customers. It didn’t really know in summary form what (its position was) with respect to discrete market segments … There was very little account profitability and not even market segment profitability information.”
 General Electric“Information on orders, sales and margins … are of maximum value when tied to … meaningful market segments. And segment-based data are of limited use to finance, hence the common misalignment problem between finance and marketing.”
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 A More Serious Problem . . .Data That is NOT Available
 “Soft” Data relating to ...Customer’s Buying ProcessReasons for Infrequent PurchaseReasons for DefectionQuality of Customer Support
 Who Should Collect This Data ?People at the Customer’s Touch-Points
 . . . Field Sales, Telesales, Service, Call Centers, Storefront, . . .
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 How to Get Soft Customer Data ?
 1. Careful design of the form to collect data Keep It Simple Minimize Text Data Use Check Boxes, Rating Scales
 2. Train the Data Providers
 3. Motivate the Data Providers To get good quality data
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 Data Management Issues
 Development of Relevant and Clear Data Definitions and Coding Standards
 Streamline Procedures for Data Collection and Flow : Eliminate unnecessary paperwork
 Ensure timeliness of data
 Assign responsibility and authority to a specific individual: The Data Steward A demanding job
 for which appropriate rewards must be given
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 Data Quality: The Cornerstone of CRM
 Inaccurate and low-quality data costs US businesses $611 B each year in bad mailings and staff overhead alone… More injurious than the unnecessary printing, postage and staffing costs is the slow but steady erosion of an organization’s credibility among customers and suppliers as well as its inability to make sound decisions based on accurate information.
 Source: The Data Warehousing Institute Report, 2001
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 Data Cleansing- A Must When Creating the CIF
 The Problem:CIF requires data from a disparate set of databases, located in
 various parts of the enterprise containing data of varying ages collected from various sources and channels, and stored in a multitude of different architectures and platforms
 Ex: Shell Exploration and Production took 7 months to map data from 27 data sources in a 450 GB data warehouse, using a tool from Kalido Ltd. Every system has its own internal set of codes. Going back and cleansing the data in those host systems wasn’t an option. It would have taken too much time and been too expensive. Corporate politics was not too bad because no single business unit lost control of its data. And now they all contribute to a greater understanding of the company as a whole. Once the concept was proved, we had pressure from the top to integrate other applications as well. They could see themselves what information they could now get and how powerful it is.
 Source: Computerworld, Apr. 15,2002
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 “Cleaning House” – An Action Plan
 1. Determine which types of information must be captured
 Form a data mapping committee – but keep it small or risk never reaching agreement
 2. Find mapping software that can harvest data from different sources such as legacy applications, PC files, HTML files, unstructured data sources and enterprise-wide systems (ERP)
 3. Start with a high payoff project inside a business unit that is a big revenue generator for the company - you will get the cost justification for the buy-in from the top
 4. Create an ongoing process for data hygiene - to keep the data clean.
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 Good data quality does not drive value in and of itself but it is the means to achieve high-value benefits. Although data quality maintenance is not the front-facing functional module in a CRM project, it is a necessity to get value from the CRM investment.
 Extracting, Transforming & Cleansing Customer Data- 80% of Firms Underestimate Time & Resources*
 Example: Problem: Poor quality of customer master data in the ERP
 system a manufacturer - a subset of large customers was labeled with an incorrect industry classification code.
 Result: Overlooked in market segmentation analysis performed by the Marketing dept. - this customer segment received no promotions, which would have generated an estimated $ 5M in revenue within one year.
 * Source: Gartner Viewpoint, Nov.29, 2001
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 The Politics of Data- Most Vexing Problem
 Information = Power
 Who has access to What Data ?
 The politics of competition within the company is a real obstacle to developing a
 common, shared CRM database.
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 Process Change Is Another Hurdle
 Employees, especially touch-point personnel, have
 to change the way they work how they collect data from customers quality of the data collected how to customize the products and services
 offered to the customersBig roadblock for CRM implementation Why should a sales rep record details of his
 customer contacts because it doesn’t help him sell more? He sees it as filling out forms just for the sake of filling out forms.
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 No. 1 Implementation Problem:Resistance to Change
 Change in Process Typically Results in:Changes in peoples’ jobsChanges in required skills
 Most Important:Must consider what people think, what
 they believe is important and what motivates them
 Align these with the new processesMay require changes in measurement
 and reward systems
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 One Key to Sell Change
 Get key people involvedBuy-in from opinion leaders would
 persuade othersBetter to get criticism from the inside,
 than resistance from the outsideLet them take some ownership of the
 project
 Participation creates a feeling of control Instead of “them” doing it to “you”,
 “we” are all doing it together
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 Managing Change
 A very useful framework for thinking about the change process is problem solving. Managing change is seen as a matter of moving from one state to another, specifically, from the problem state to the solved state in a planned, orderly fashion.
 The Lewin-Schein Model of Change
 Unfreezing Moving Refreezing
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 People Issues
 Levi StraussTime to fill orders too long Embarked on BPR project
 Reduced time from 3 weeks to 3 days
 BUT….Created extreme turmoil by demanding that 4,000 workers
 re-apply for their jobs as part of a reorganization into process groups
 BPR project timetable stretched to 2-yearsHad to make repeated promises for “no layoffs”Spent an extra $14 million for a 2- year “education” effort
 to “calm” employeesWSJ Nov.26,1996
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 Hammer Acknowledges….
 Expanded BPR three-day “basic training class” to fiveTwo more days for “people
 issues”
 •...Reengineering forgot about people.
 I wasn’t smart enough about that. I was reflecting my engineering background and was insufficiently appreciative of the human dimension. I’ve learned this is critical.
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 Ten Signs of IS Project Failure
 Project managers don't understand users' needs Scope is ill-defined Project changes are managed poorly Chosen technology changes Business needs change Deadlines are unrealistic Users are resistant Sponsorship is lost Project lacks people with appropriate skills Best practices and lessons learned are ignored
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 How to Spot Impending Doom
 Benchmark goals aren't met Unresolved issues outnumber
 deliverables Communication breaks down within
 project team and with customers Project costs escalate
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 When To Call It Quits
 When costs exceed business benefits When deadlines continue to be
 missed When technology and/or business
 needs evolve beyond project's scope
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 Common Themes
 Cost overruns Inexperienced implementation
 consultants Integration to other systems is hardBig Bang cutover with core processes
 hard to doTime frames should not be rushed
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 Common Themes - cont.
 Test the system at full load
 Implementation is a complex process - despite what the vendor says
 Organizational Culture is an issuehard to change business processes
 Expectations are often too high
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 IT Fiascoes… and How to Avoid Them
 1. Going where no IT group has gone before
 2. Where are the end users?
 3. Top management is clueless
 4. Fuzzy business goals
 5. Too many cooks
 6. The consultants will solve everything
 7. What contingency plans?
 8. Oops, were we supposed to test the system?
 9. Only an idiot would need training
 10.Denial is not a river in Egypt
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