
Chapter 8
Achieving Operational Excellence and Customer Intimacy:
Enterprise Applications

Student Learning Objectives
1. How do enterprise systems help businesses achieve operational excellence?
2. How do supply chain management systems coordinate planning, production, and logistics with suppliers?
3. How do customer relationship management systems help firms achieve customer intimacy?
4. What are the challenges posed by enterprise applications?
5. How are enterprise applications used in platforms for new cross-functional services?
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Teaching Suggestions

The opening case, “Enterprise Applications Help Severstal Create a Global Production Platform,” demonstrates that a global company has the same information system requirements as a domestic company, just on a larger scale. Severstal needed a flexible IT infrastructure that could meet changing requirements and support efficient growth. However, its information system had to serve business units in five different countries — Russia, Italy, the United Kingdom, France, and the United States. Using an Oracle enterprise application suite, Severstal integrated its systems allowing users to access data from different functional areas. That improved the decision making process, created more efficient work flows, and enhanced productivity. In a competitive and capital-intensive industry like steel-making, Severstal needs to reduce costs and improve business processes as much as possible. It’s succeeding in large part due to enhancing its information system.

Section 8.1, “Enterprise Systems.” This section introduces enterprise systems and explains the benefits and disadvantages of installing them. The real-world examples cited in this section reflect success stories as well as horror stories about companies who have implemented enterprise systems. To help students understand enterprise systems better, you might want to have them visit the Oracle Web site and access some of the many podcasts available online that explain various aspects of Oracle’s products.
Section 8.2, “Supply Chain Management Systems,”  goes into great depth about supply chain processes and how information can help managers control the supply chain better. Have your students give you examples of following the supply chain with retail purchases that they make. The section discusses the increased difficulties of managing global supply chains and how using the Internet can improve the flow of information. Be sure to point out the management challenges of effectively implementing a successful supply chain system.

Interactive Session: Technology: Procter & Gamble Tries to Optimize Inventory
Case Study Questions:
1. Why are larger supply chains more difficult to manage? List several reasons.

Supply chains of a company as large as P&G are extremely complicated, featuring thousands of suppliers, manufacturing facilities, and markets. The upstream and downstream portions of the supply chain involve many more players in larger supply chains. Even the slightest of changes at any part of the supply chain may have significant effects on all of the other participants. Because larger supply chains are so extensive, the chance of errors or inefficiencies occurring are greater than with small, more compact supply chains. 
2. Why is supply chain management so important at a company such as P&G?

Large companies like P&G are constantly searching for ways to reduce supply chain costs and improve efficiency throughout its entire manufacturing and distribution network. Total supply chain costs represent the majority of operating expenses for many businesses and in some industries approach 75 percent of the total operating budget. Reducing supply chain costs may have a major impact on a company’s profitability. Supply chain management systems help increase sales by providing more precise control of a firm’s ability to have the right product available for customer purchases at the right time. 
3. How did inventory optimization impact operations and decision making at P&G?

The PowerChain Suite multi-echelon inventory optimization solution that P&G used determines appropriate inventory configurations that can adapt smoothly to quickly changing demand. The suite balances costs, resources, and customer service to arrive at the configurations. It pools inventory to minimize risk across products, components, and customers, and coordinates inventory policy across different items. The software first configured P&G’s existing cosmetics supply chain, pulling in the previous 18 months of demand data and using the previous three months’ demand variability. It optimized the inventory strategy within the supply chain, aiming for target service levels above 99%. It identified alternate supply chain designs, and created an optimal redesign of the supply network.

P&G’s beauty division trimmed its total inventory by 3 to 7 percent and maintained service levels above 99%. In the first fiscal year after implementation of the new software, the division’s earnings rose 13% and sales rose 7%. Inventory days on hand were down by eight days compared to the previous fiscal year. 
4. Why wouldn’t a small company derive as much benefit from multi-echelon inventory optimization as a large company? Explain your answer.

Smaller companies don’t have supply chains as large and complex as those found in larger companies like P&G. Multi-echelon networks have products stored in a variety of locations along their distribution path. These networks consist of regional distribution centers and a larger number of forward distribution centers. Echelons may be isolated from other echelons, so changes in inventory made by one echelon may have unpredictable consequences on the others. It’s unlikely small companies would have this kind of supply chain structure. The multi-echelon inventory optimization software would simply be overkill. Small companies would benefit more from using a Web-based software system for sourcing, work-in-progress tracking, production routing, product-development tracking, problem identification and collaboration, delivery-date projections, and production-related inquiries and reports. 
MIS In Action

1. Surf the Web for the ingredients of a Procter & Gamble product such as Crest toothpaste or Cover Girl lipstick or look for the list of ingredients on the packaging for these products in a retail store. Make a list of the ingredients for the product you selected.

Cover Girl Lipstick ingredients: Ricinus Communis Seed Oil Castor, Isopropyl Isostearate, Ethylhexyl Hydroxystearate, Acetylated Lanolin, Ozokerite, Euphorbia Cerifera Wax Candelilla, Paraffin, Cetyl Alcohol, Cetyl Lactate, Copernicia Cerifera Wax Carnauba, Retinyl Palmitate, Tocopheryl Acetate, Ascorbyl Palmitate, Propylparaben, Mica, Red 21 Lake - May Contain, Red 33 Lake - May Contain, Yellow 6 Lake - May Contain, Red 7 Lake - May Contain, Blue 1 Lake - May Contain, Red 21 - May Contain, Red 27 Lake - May Contain, Red 6 Lake - May Contain, Yellow 5 Lake - May Contain, Carmine - May Contain, Bismuth Oxychloride - May Contain, Green 5 - May Contain (copied from www.walgreens.com Nov 2008)

Crest toothpaste ingredients: Active Ingredients: Sodium Fluoride 0.243% - 0.15% W/V Fluoride Ion Inactive Ingredients: Hydrated Silica, Sorbitol, Glycerin, Tetrapotassium Pyrophosphate, PEG-6, Disodium Pyrophosphate, Tetrasodium Pyrophosphate, Flavor, Sodium Lauryl Sulfate, Alcohol 1.14%, Xanthan Gum, Sodium Saccaharin, Carbomer 956, Polysorbate 80, Sodium Benzoate, Cetylpyridinium Chloride, Benzoic Acid, Domiphen Bromide .0002 wt%, Titanium Dioxide, Blue 1, Yellow 5 (copied from www.dentist.net Nov 2008)

2. Use the Web to find the major suppliers for each of these ingredients and their locations.

P&G maintains an extensive Web portal for its supply chain partners at http://pgsupplier.com/main.html . “The purpose of this web site is to provide easy access to Procter & Gamble information that is of value to prospective and current P&G suppliers, agencies, and providers of goods, equipment, services and sponsorship opportunities. The information on this site outlines the fundamentals of how P&G conducts business with its suppliers and how the Company views supplier relationships in general. It gives a brief sketch of how P&G Purchases is organized and offers an avenue for those interested in becoming P&G suppliers. It also provides information to current P&G suppliers who want to enhance their understanding and connectivity with P&G.” (copied from pgsupplier.com Nov 2009). 
Just a couple ingredients in these two products show the extensive global supply chain available to P&G and all manufacturers. There are numerous supply chain directories available for all of these products on the Web. 

Isopropyl Isostearate: Jarchem Industries, Inc.  Newark, NJ
Ascorbyl Palmitate: Westco Chemicals, North Hollywood, CA

Sorbitol: ADM, Decatur, IL or Anhui Joyfood Import & Export, Anhui, China
3. What did you learn from your investigation about P&G’s supply chains for these products? What factors would determine price and availability of these products?

Student answers will vary, however they should include information about the extensive number of suppliers for product ingredients. There is no single source for every ingredient in a single product. Therefore, large manufacturers like P&G must coordinate with many different suppliers to procure the necessary ingredients. Student research for this question should confirm the necessity for a well-designed and well-managed supply chain that provides efficiencies upstream and downstream. That in turn will help reduce supply chain costs for not only P&G but for the suppliers themselves. 
Factors that help determine price and availability of products include the cost of procuring raw materials, transforming the materials into intermediate and finished products, and distributing finished products to customers. Other factors that determine product price and availability depend on costs associated with members in the supply chain — distributors, logistics providers, suppliers, secondary suppliers, and tertiary suppliers. 
In Section 8.3, “Customer Relationship Management Systems.” As the book states, “…the Internet, and electronic commerce have put more power in the hands of customers.” A good example you can use to explain this statement is the increased amount of information available on the Internet about automobiles, their pricing, and availability of purchasing options. You can also point to the availability of online banking and loan merchants as a way to demonstrate the ability to comparison shop for monetary products. Since everyone has been a customer, you can discuss personal horror stories and how companies could have prevented them by having a good CRM system in place.  This is a good time to actively engage Marketing majors in the class. They may have already taken a marketing class with CRM or may be planning to take one in the near future. 
Interactive Session: Organizations: Customer Relationship Management Helps Chase Card Services Manage Customer Calls
Case Study Questions

1. What functions of customer relationship management systems are illustrated in this case?

CRM systems capture and integrate customer data from all over the organization, consolidate the data, analyze the data, and then distribute the results to various systems and customer touch points across the enterprise. A well-designed CRM system provides a single enterprise view of customers that’s useful for improving both sales and customer service. It likewise provides customers with a single view of the company regardless of what touch point the customer uses. 

Functions illustrated in this case are customer service and call center support. Customer service modules in CRM systems provide information and tools to increase the efficiency of call centers, help desks, and customer support staff. They have capabilities for assigning and managing customer service requests. Improved access to consistent and accurate customer information help call centers handle more calls per day and decrease the duration of each call. Call centers and customer service groups achieve greater productivity, reduced transaction time, and higher quality of service at lower costs. 
2. Why is the call center so important for Chase Card Services? How could Chase’s call centers help it improve relationships with customers?

As one of the largest credit card issuers in the U.S., Chase Card Services has 6,000 call center agents worldwide at the company’s 11 call centers, fielding up to 120 calls per day. The company handles slightly less than 200 million calls each year from a customer base of 100 million. Even a small reduction of 1% to the amount of calls received results in savings of millions of dollars and improved customer service for Chase. 
Customers who are able to resolve problems quickly and efficiently are much happier because they spend less time on the phone restating their problems to customer service representatives. Customers are more likely to continue doing business with the company and even increase the amount of business they do with the organization.
3. Describe the problem at Chase call centers. What management, organization, or technology factors contributed to the problem?

Chase Card Services wanted to improve first-call resolution. First-call resolution is when a call center agent is able to resolve a customer’s issues during the initial call to customer service without requiring additional calls. 

Management: Chase had previously tried tracking first-call resolution rates by having agents log the content and results of each call they received. The task was time-consuming and not standardized. Agents tended to record results subjectively and not in a uniform way.

Organization: Company policies for some customer requests were far from ideal for increasing first-call resolution. Agents were only able to process balance transfers for customers calling from their homes. The fee structure underwent multiple changes over a short span, prompting repeat calls. 

Technology:  The company’s record keeping did not give an accurate account of current rates of first-call resolution.
4. How did using Enkata improve operational performance and decision making? Give examples.

By separating and organizing reasons for calling into distinct categories, Chase is able to determine criteria for declaring particular calls “resolved.” Chase has much more accurate data on first-call resolution. Enkata compiles the data and distributes it to Chase Card Services in the form of weekly reports on call type and length, call handling times, repeat call rates, and other performance measures that allow both agents and supervisors to monitor their performance. Managers have been able to increase and improve coaching and evaluating agents based on the data from Enkata. 
First-call resolution rates improved 3% to 91% the first year after implementation of the Enkata system. The company saved $8 million. Approximately $2.5 million of that total savings was a direct result of the average call time decreasing by two seconds. 
5. What management, organization, or technology factors would have to be considered in implementing the Enkata solution?

Management: A company would have to design a new strategic transformation plan. Employees must accept new job functions and responsibilities. They must learn how to perform a new set of work activities and understand how the information they enter into the system can affect other parts of the company. Managers must understand the long-term implications of switching costs once they adopt a particular enterprise application.  
Organization: The company would have to adopt best-practice processes and map organizational business processes to the predefined business processes in the software, using configuration tables provided by the software to tailor a particular aspect of the system to the way the organization does business.  Because enterprise applications are based on organization-wide definitions of data, the company must understand how it uses its data and how the data will be organized in the CRM system. 
Technology: Enterprise software is unusually complex. Extensive customization may degrade system performance, compromising information and process integration. While an organization can rewrite some of the software to support the way its business processes work, it’s usually better to change the way the organization works to conform to the business processes in the software. 
MIS In Action

Visit the Enkata Web site and explore the features of its products, then answer the following questions:

1. How could Enkata’s system be used for analyzing customer service at another type of business (such as a cell phone provider or clothing retailer with catalog and Web ordering, for example)? (enkata.com, Nov 2009)
Automated call reasoning: 

Stop Flying Blind: Discover Your True Call Mix: Do you know the top reasons why your customers call? If not, your company could be wasting tens of millions of dollars each year. Armed with accurate call reasons, you can improve your upstream processes, self-service, training and coaching. Build a More Effective Contact Center with Enkata Automated Call Reasoning 

· Identify your top call reasons. Enkata interprets and classifies agent activity and account events from your CRM and call tracking systems, for the most accurate results in the market. 

· Start fast with customizable templates. Industry-specific call reason templates get you started quickly. Tailor them to your specific needs now or later, as your business changes. 

· Easily verify your reasons. Get instant access to individual recordings using the call ID number. 

· Extend to Web and chat. Get a consistent, multi-channel view, so you can optimize your channel mix. 

Analytics Solutions: 

Gain New Insights into Your Business Drivers. You can’t fix what you don’t understand. And traditional reporting systems fall short of answering the “why” questions that lead to deep operational understanding. Finding answers to your toughest questions requires a purpose-built system that connects the dots between your operational systems to show you how and where you need to take action. That’s exactly what Enkata Analytics Solutions were built to do. Enkata Analytics Provides Actionable Insights, Not Just More Data. Our unique analytics platform makes “why” questions easy to explore and answer. 

· Rapidly integrate and model data from disparate systems with Enkata Deployment Studio. 

· Uncover the root causes driving costs up and customer satisfaction down. Enkata’s Action Analytics uses relevance scores, and lets you drill down to individual records and recordings. 

· See a visual map of customer interactions across time, agents, topics and channels with our Sequence Replay technology. 

Enkata’s Analytics Products 

· Analyst Workbench: Conduct root-cause analysis on critical business issues in minutes. Contains our unique Action Analytics, Failure Point Analyzer, Process Viewer and Auto-Insights. 

· Analytics Solutions: Our analytics products have delivered millions of dollars of new insights.

· Customer Experience Analytics: Maps out customer experiences, call-by-call or click-by-click.

· First Contact Resolution Analytics: Tells you which customers call back and why.

· Call Volume Analytics: Highlights the customers who call most often and why. 

· Self-Service Analytics: Shows you who doesn’t use self-service channels and why.

· Sales Effectiveness Analytics: Displays the agent, offer, call reason, and customer type combinations that have the highest and lowest success rates.

· Agent Attrition Analytics: Reveals agent profiles with the highest and lowest attrition rates.

· Claims Adjustment Analytics: Identifies which claim types, providers and processors generate the most adjustments.

2. What kinds of questions might customers call in to ask? What kinds of problems might call center agents encounter in answering these questions? How could Enkata software help?

Student answers will vary. Some possible ossues for a telecommunication company would be 

· Starting new service: accessing credit data for new customers or reviewing information for current customers; determining monthly charges; cross-selling services.

· Upgrading or changing service: accessing credit data for current customers; determining if services are available in customer’s geographic area; determining new monthly charges; cross-selling services.

· Closing service: accessing information about how much money the customer owes; determining address information for forwarding final bills.

· Reporting service outages: determining if the outage has been reported previously; determining location of service outage.

Enkata software could access the telecommunication company’s database containing information for all these questions. That would make all of the customer information available to the call center employee at a glance. The software could analyze how much time call center employees spend on these types of calls and compare it with the amount of products that were sold. 
Section 8.4, “Enterprise Applications: New Opportunities and Challenges.” This section explains the difficulties of integrating CRM, SCM, and enterprise systems. New business processes must be built on enterprise-wide service platforms. The trend toward next-generation enterprise applications includes open source and on-demand solutions — popular solutions with small and medium-size businesses that can’t afford expensive licensing fees. 
The text mentions Salesforce.com’s “Ideas” application that essentially replaces the outdated suggestion box. The Web site has an excellent demonstration of the product that you can direct students to at http://www.salesforce.com/products/ideas/. 
Section 8.5, “Hands-on MIS.”  

Management Decision Problems

1. Toronto-based Mercedes-Benz Canada: Fifty-five car dealers provided customer data on an ad hoc basis. There is no real incentive for dealers to share information with the company. How could customer relationship management (CRM) and partner relationship management (PRM) systems help solve this problem?
Comprehensive CRM packages contain modules for partner relationship management (PRM) and employee relationship management (ERM). PRM uses many of the same data, tools, and systems as CRM to enhance collaboration between a company and its selling partners. If a company does not sell directly to customers but rather works through distributors or retailers, like Mercedes-Benz Canada does, PRM helps these channels sell to customers directly. It provides the ability to trade information and distribute leads and data about customers, integrating lead generation, pricing, promotions, order configurations, and availability. It also provides tools to assess its partners’ performances so it can make sure its best partners receive the support they need to improve their business. 
PRM systems could provide dealers with information that Mercedes-Benz Canada gathers from other sources to help boost customer contacts and sales. In turn, Mercedes-Benz Canada could make it easier for dealers to report customer information to the home office and provide incentives for those that do so. The system could be set up to provide management with more timely information on dealers that do not provide information (perhaps via digital dashboards) and give the company an easier way to reach out to those dealers via a Web site, email, or online audio- and videoconferencing. 
2. Office Depot: The company tries to offer a wider range of office supplies at lower costs than other retailers by using just-in-time replenishment and tight inventory control systems. It uses information from a demand forecasting system and point-of-sale data to replenish its inventory in its 1,600 retail stores. Explain how these systems help Office Depot minimize costs and any other benefits they provide. Identify and describe other supply chain management applications that would be especially helpful to Office Depot.
Supply chain management systems provide organizations with more information and tighter controls over the upstream and downstream portions of the supply chain. The information can alert managers and executives to those areas of the supply chain that may bog down the rest of the channels. Because Office Depot receives effective information through its supply chain management system and passes that to suppliers, it knows how many units of product customers want, when they want them, and when they can be produced. Components arrive at the moment they are needed for production (at suppliers), and finished goods are shipped as they leave the assembly line. Office Depot’s SCM system also helps it avert the bullwhip effect because information about product demand is less distorted. That reduces the chances of holding excess inventory, warehousing, and shipping costs. 
SCM applications that would be especially helpful to Office Depot are:

· Demand planning determines how much product Office Depot needs to have suppliers produce to satisfy all of its customers’ demands.
· Supply chain execution systems manage the flow of products through distribution centers and warehouses to ensure that products are delivered to the right locations in the most efficient manner. Information from this system can be shared with logistics and transportation partners to improve shipping and reduce costs. 

Improving Decision Making: Using Database Software to Manage Customer Service Requests
Software Skills:  Database design; querying and reporting

Business skills: Customer service analysis

Instructors should inform students that City was left out of fields describing a particular account that should be included in the database.

The solution file represents one of many alternative database designs that would satisfy Prime Service’s requirements. There are three tables for Accounts, Requests, and Service Representatives (the Prime Service representative providing the requested service). One can determine which service requests on a specific date require the highest priority by creating a report that sorts service request data first by date (in ascending order) and then by size of account (in descending order).

A suggested answer can be found in the Microsoft Access File named: ESS09ch8solutionfile.mdb.
Improving Operational Excellence: Evaluating Supply Chain Management Services
Software Skills:  Web browser and presentation software

Business skills: Evaluating supply chain management services

Trucking companies no longer merely carry goods from one place to another.  Some also provide supply chain management services to their customers and help them manage their information. In this project you’ll use the Web to research and evaluate two of these business services.

Investigate the Web sites of two companies, UPS Logistics (http://www.upslogisticstech.com) and Schneider Logistics (www.schneiderlogistics.com), to see how these companies’ services can be used for supply chain management.  Then, respond to the following questions: 

1. What supply chain processes can each of these companies support for their clients?

	UPS Logistics
	Schneider

	Taken from the UPS Logistics Web site:

When you’re looking for a delivery solution, you’ve got to make sure that you have an application that will meet all your specific needs. From planning to implementation, we have a complete package that gives you the flexibility to bring your business to a new level. All of our solutions work seamlessly with each other to provide the best possible environment to obtain your performance goals and grow your business.
	Taken from the Schneider Web site:

You have a set of logistic challenges.  Schneider Logistics has the solutions.

Managing supply chains is a complicated business.  You know it isn’t just about moving goods. It’s about replacing inventory with information.  It’s about creating product-level visibility.  It’s about staying connected with your supply chain partners.

Schneider Logistics helps you manage your supply chain to its maximum efficiency.

	Services Offered:

· Roadnet

· Territory Planner

· Fleet Loader

· Mobile Cast

· Roadnet Info Center

· Roadnet performance Dashboard

· Roadnet Transportation Suite

· ROI Calculator

· Carbon Emissions Calculator
	Services Offered:

· Freight Management

· Hosted Applications

· Financial Services

· Supply Chain Engineering

· Business Intelligence

· SUMIT CVA

· SUMIT for Shippers

· Schneider ExpressTrack


2. How can customers use the Web site of each company to help them with supply chain management?

At UPS Logistics: “When you want to save time routing and make strategic business decisions based on data, it starts with a plan. Your operation can only be as good as your plan. If you’re looking to optimize routes, reduce mileage or driver turnover, select a product to obtain more information about how you can start implementing your plan today. By utilizing GPS tracking technology, you have the opportunity to view the location of your vehicles, sales, service, and merchandising force in real-time and respond proactively to service situations and route exceptions. Data collected in the field goes directly into your host system, providing an even better plan for tomorrow. Compare your actual vs. planned results and adjust your performance goals to improve operations. Having visibility into your delivery day is key to improving customer service and analyzing your bottom line. By focusing on resource utilization, driver productivity, and on-time delivery performance reports, you’ll have the information needed to analyze outcomes and improve your overall strategy. Our application can work both as a separate module or together as an integrated suite of products. Each module comes with a reporting feature to help you collect and analyze your data to improve upon your plan. View the link below to get an overview of how our solution works together to help you reduce costs and meet your transportation goals.”
“At Schneider Logistics, you have a set of logistics challenges. Schneider Logistics has the solutions.  Schneider Logistics helps you manage your supply chain to its maximum efficiency.  We do this by leveraging 60 years of transportation experience every time we tackle a tough logistics problem.  We use our deep operating knowledge to create solutions as unique as your needs.  We employ the brightest minds in the industry.  We draw on our strong network of transportation providers.  And we develop leading-edge technology to save you money and improve your customer service.”  
Schneider promotes that you do not need a one-size-fits-all template created for a “typical” supply chain.  They view every customer and their needs as being unique.  
3. Compare the supply chain management services provided by these companies.  Which company would you select to help your firm manage its supply chain?  Why? 

Responses to the question will vary.  Perhaps those who do not possess an in-depth background with this type of technology will find the UPS Logistics site relatively easy to use.  If they run into difficulties they can easily access one of the many tutorials and determine what they need to do.  The Schneider Logistics site might be more difficult to use at first but after exploring it, it’s relatively straightforward.  The site has powerful presentation and points out that they are a company that has years of operating knowledge, a large provider network, and leading-edge technology that helps the customer gain control over their supply chain partners, develop global, product-level visibility, lower costs and improve their service levels to their customers.
Review Questions

1. How do enterprise systems help businesses achieve operational excellence?

Define an enterprise system and explain how enterprise software works. 
Enterprise software consists of a set of interdependent software modules that support basic internal business processes. The software allows data to be used by multiple functions and business processes for precise organizational coordination and control. Organizations implementing this software would have to first select the functions of the system they wish to use and then map their business processes to the predefined business processes in the software. A particular firm would use configuration tables provided by the software to tailor a particular aspect of the system to the way it does business.  Table 8.1 describes some of the major business processes supported by enterprise software.  These include financial and accounting processes, human resources processes, manufacturing and production processes, and sales and marketing processes.

Describe how enterprise systems provide value for a business.
Enterprise systems provide value both by increasing operational efficiency and by providing firmwide information to help managers make better decisions.  Large companies with many operating units in different locations have used enterprise systems to enforce standard practices and data so that everyone does buisness the same way.  Enterprise systems help firms respond rapidly to customer requests for information or products.  Manufacturing is better informed about producing only what customers have ordered, procuring exactly the right amount of components or raw materials to fill actual orders, staging production, and minimizing the time that components or finished products are in inventory.

Enterprise software includes analytical tools for using data captured by the system to evaluate overall organizational performance.  Enterprise system data have common standardized definitions and formats that are accepted by the entire organization.  Enterprise systems allow senior management to easily find out at any moment how a particular organizational unit is performing or to determine which products are most or least profitable.

Companies can use enterprise systems to support organizational structures that were not previously possible or to create a more disciplined organizational culture. They can also improve management reporting and decision making. Furthermore, enterprise systems promise to provide firms with a single, unified, and all-encompassing information system technology platform and environment. Lastly, enterprise systems can help create the foundation for a customer-driven organization
2. How do supply chain management systems coordinate planning, production, and logistics with suppliers?

Define a supply chain and identify each of its components.
A supply chain is defined as a network of organizations and business processes for procuring materials, transforming raw materials into intermediate and finished products, and distributing the finished products to customers.  It links suppliers, manufacturing plants, distribution centers, retail outlets, and customers to supply goods and services from source through consumption.  Supply chain management is the integration of supplier, distributor, and customer logistics requirements into one cohesive process.

Explain how supply chain management systems help reduce the bullwhip effect and how they provide value for a business.
The bullwhip effect occurs when information about the demand for a product gets distorted as it passes from one entity to the next across the supply chain. It can also result from “gaming,” as purchasers present manufacturers or suppliers with a false picture of consumer demand. It can be dealt with by reducing uncertainties about demand and supply when all of the supply chains have accurate and up-to-date information.

Define and compare supply chain planning systems and supply chain execution systems.
Supply chain planning systems enable the firm to generate demand forecasts for a product and to develop sourcing and manufacturing plans for that product. They help companies make better operating decisions such as determining how much of a specific product to manufacture in a given time period; establishing inventory levels for raw materials, intermediate products, and finished goods; determining where to store finished goods; and identifying the transportation mode to use for product delivery. One of the most important functions is demand planning, which determines how much product a business needs to make to satisfy all of its customers’ demands. These functions are referred to as order planning, advanced scheduling, demand planning, distribution planning, and transportation planning.

Supply chain execution systems manage the flow of products through distribution centers and warehouses to ensure that products are delivered to the right locations in the most efficient manner. They track the physical status of goods, the management of materials, warehouse and transportation operations, and financial information involving all parties. These functions are referred to as order commitments, final production, replenishment, distribution management, and reverse distribution.

Describe the challenges of global supply chains and how Internet technology can help companies manage them better. 
Firms use intranets to improve coordination among their internal supply chain processes, and they can use extranets to coordinate supply chain processes shared with their business partners. Using intranets and extranets, all members of the supply chain can instantly communicate with each other, using up-to-date information to adjust purchasing, logistics, manufacturing, packaging, and schedules. A manager can use a Web interface to tap into suppliers’ systems to determine whether inventory and production capabilities match demand for the firm’s products. Business partners can use Web-based supply chain management tools to collaborate online with suppliers and customers. Sales representatives can access suppliers’ production schedules and logistics information to monitor customers’ order status. The Internet has introduced new ways of managing warehousing, shipping, and packaging based on access to supply chain information that can give companies an edge in delivering goods and services at a reasonable cost.

Distinguish between a push-based and pull-based model of supply chain management and explain how contemporary supply chain management systems facilitate a pull-based model. 
In a push-based model, production master schedules are based on forecasts or best guesses of demand for products, and products are “pushed” to customers.  In a pull-based model, actual customer orders or purchases trigger events in the supply chain.  

In contemporary supply chain management systems, the Internet and Internet technology make it possible to move from sequential supply chains, where information and materials flow sequentially from company to company, to concurrent supply chains, where information flows in many directions simultaneously among members of a supply chain network.  Members of the network immediately adjust to changes in schedules or orders. 
3. How do customer relationship management systems help firms achieve customer intimacy?
Define customer relationship management and explain why customer relationships are so important today.

Customer relationship management is a business and technology discipline that uses information systems to coordinate all of the business processes surrounding the firm’s interaction with its customers in sales, marketing, and service.  

Importance of customer relationships:  Globalization of business, the Internet, and electronic commerce have put more power in the hands of customers. Companies are realizing that their only enduring competitive strength may be their relationships with their customers. Some say that the basis of competition has switched from who sells the most products and services to who “owns” the customer, and that customer relationships represent the firm’s most valuable asset.

Describe how partner relationship management (PRM) and employee relationship management (ERM) are related to customer relationship management (CRM)? 
CRM systems capture and integrate customer data from all over the organization, consolidate the data, analyze the data, and then distribute the results to various systems and customer touch points across the enterprise.  Companies can use this customer knowledge when they interact with customers to provide them with better service or to sell new products and services.  CRM systems integrate and automate many customer-facing processes in sales, marketing, and customer service, providing an enterprise-wide view of customers.  These systems track all of the ways in which a company interacts with its customers and analyzes these interactions to maximize customer lifetime value for the firm.  CRM extends to a firm’s business partners who are responsible for selling to customers. 

The more comprehensive CRM packages contain modules for partner relationship management (PRM) and employee relationship management (ERM).

PRM uses many of the same data, tools, and systems as CRM to enhance collaboration between a company and its selling partners. If a company does not sell directly to customers but rather works through distributors or retailers, PRM helps these channels sell to customers directly.
ERM software deals with employee issues that are closely related to CRM, such as setting objectives, employee performance management, performance-based compensation, and employee training.  

Describe the tools and capabilities of customer relationship management software for sales, marketing, and customer service.  
Customer relationship management systems typically provide software and online tools for sales, customer service, and marketing.  Refer to Figure 8-9 for a diagram of the business processes that CRM software supports for sales, marketing, and service.  Capabilities include the following:

Sales:

· Sales force automation modules in CRM systems help sales staff increase their productivity by focusing sales efforts on the most profitable customers, those who are good candidates for sales and services.  
· Provide sales prospect and contact information, product information, product configuration capabilities, and sales quote generation capabilities.
· Enable sales, marketing, and delivery departments to easily share customer and prospect information.
· Increase salespeople’s efficiency in reducing the cost per sale as well as the cost of acquiring new customers and retaining old ones.
· Includes capabilities for sales, forecasting, territory management, and team selling.
· Supports direct-marketing campaigns by providing capabilities for capturing prospect and customer data, for providing product and service information, for qualifying leads for targeted marketing, and for scheduling and tracking direct-marketing mailings or e-mail. 
Customer Service:

· Provide information and tools to make call centers, help desks, and customer support staff more efficient.
· Includes capabilities for assigning and managing customer service requests.  
· May also include Web-based self-service capabilities.
Marketing:
· Supports direct-marketing campaigns by providing capabilities for capturing prospects and customer data, for providing product and service information for qualifying leads for targeted marketing, and for scheduling and tracking direct-marketing mailings or e-mail.
· Includes tools for analyzing marketing and customer data.  Identifies profitable and unprofitable customers, designs products and services to satisfy specific customer needs and interests, and identifies opportunities for cross-selling, up-selling, and bundling.

Distinguish between operational and analytical CRM.
Operational CRM includes customer-facing applications such as tools for sales force automation, call center and customer service support, and marketing automation. 
Analytical CRM includes applications that analyze customer data generated by operational CRM applications to provide information for improving business performance management. Applications are based on data warehouses that consolidate data from operational CRM systems and customer touch points. The database serves online analytical processing, data mining, and other data analysis techniques. Provides information related to customer lifetime values. 
4. What are the challenges posed by enterprise applications?

List and describe the challenges posed by enterprise applications.
Enterprise applications are very difficult to implement successfully.  They require extensive organizational change, expensive new software investments, and careful assessment of how these systems will enhance organizational performance. Enterprise applications require both deep-seated technological changes and fundamental changes in business operations. Employees must accept new job functions and responsibilities. They must learn new work activities and understand how data they enter into the system can affect other parts of the company. Enterprise applications introduce switching costs that make it very expensive to switch vendors. Multiple organizations will share information and business processes. Management vision and foresight are required to take a firm- and industry-wide view of problems and to find solutions that realize strategic value from the investment.  
Explain how these challenges can be addressed.

Enterprise applications create new interconnections among myriad business processes and data flows inside the firm (and in the case of supply chain management systems, between the firm and its external supply chain partners).  Employees require training to prepare for new procedures and roles.  Attention to data management is essential. Management must understand the impact that implementing enterprise applications will have on every facet of the business.  Executives must not underestimate the time and costs of implementation, not just on the organization but also on customers, suppliers, and business partners.

5. How are enterprise applications used in platforms for new cross-functional services?  

Define a service platform and describe the tools for integrating data from enterprise applications.

Service platforms integrate multiple applications from business functions, units, or partners to deliver a seamless experience for customers, employees, managers, or business partners.  They provide complete information to everyone involved in a process from beginning to end.  The service platforms can be further integrated into an enterprise-wide composite process.  

The applications can be integrated with older legacy applications and systems from other vendors through the use of middleware, XML, and Web services tools.  Portals provide frameworks for building new composite services and presenting them to users as though the information is coming from a single source.
How are enterprise applications taking advantage of cloud computing, wireless technology, Web 2.0, and open source technology?
Enterprise application vendors are delivering more value by developing systems that are more flexible, Web-enabled, and capable of integration with other systems. Next-generation enterprise applications include open source and on-demand solutions. Small companies choose open source products because there are no software licensing fees even though support and customization for open-source products cost extra. Major enterprise application vendors offer portions of their products that work on mobile handheld computing devices. Salesforce.com and Oracle include some Web 2.0 capabilities that enable organizations to identify new ideas more rapidly, improve team productivity, and deepen interactions with customers. 
Discussion Questions

1. Supply chain management is less about managing the physical movement of goods and more about managing information. Discuss the implications of this statement.

The information obtained through a supply chain management system can be used to make better decisions regarding purchasing, production, and logistics. Information helps to reduce the bullwhip effect that comes about from not having enough or accurate information. Information can help supply chain planning systems generate forecasts and supply chain execution systems manage the flow of products through the supply chain to delivery. Supply chain management systems facilitate communication throughout the members of the chain.

2. If a company wants to implement an enterprise application, it had better do its homework. Discuss the implications of this statement.

Most students should agree that adopting an enterprise system is a key business decision first and foremost. CEOs and top executives must lead the change in the cultural climate. A firm understanding of business processes and the reorganization of those processes is essential to a successful implementation.   Involving all parties, including end users, is also crucial to the success of such an undertaking.  Creating a collaborative working environment is a key component. Also, the organization must realize how much time, money, and personnel resources will be required by the implementation of an enterprise application.
Video Cases

You will find video cases illustrating some of the concepts in this chapter on the Laudon Web site at www.pearsonhighered.com/laudon along with questions to help you analyze the cases.

Collaboration and Teamwork: Analyzing Enterprise Application Vendors
With a group of three or four students, use the Web to research and evaluate the products of two vendors of enterprise applications software.  You could compare, for example, the SAP and Oracle enterprise systems, the supply chain management systems from i2 and SAP, or the customer relationship management systems of Oracle’s Siebel Systems and Salesforce.com.  Use what you have learned from these companies’ Web sites to compare the software packages you have selected in terms of business functions supported, technology platforms, cost, and ease of use.  Which vendor would you select?  Why? Would you select the same vendor for a small business as well as a large one?  If possible, use Google Sites to post links to Web pages, team communication announcements, and work assignments; to brainstorm; and to work collaboratively on project documents. Try to use Google Docs to develop a presentation of your findings for the class.
Answers for this project will vary as students will select different sources from which to gather the information.  The simplest method would be to go directly to each company’s main Web page as listed in the question.    

In their analysis, students should set up a table to evaluate the products of two vendors and make their comparision.  They could list each of the suppliers of the enterprise application software that they selected.  In their comparison they could list features they considered the most valuable.  They may use a weighted factor scale and assign weights to each feature in order to determine which product they would select.  
Direct your students to conduct their search on the Internet for the Web sites listed below.

http://www.sap.com
http://www.oracle.com
http://www.i2.com/
http://www.manugistics.com/
http://www.siebel.com/
http://www.salesforce.com/
Business Problem-Solving Case: Border States Industries Fuels Rapid Growth with ERP
1. What problems was Border States Industries encountering as it expanded? What people, organization, and technology factors were responsible for these problems?
Border States Industries had used its own legacy enterprise resource planning system since 1988 to support its core business processes. The system though had been designed exclusively for electrical wholesalers. The system could no longer support BSE’s new lines of business and extensive growth. BSE chose enterprise software from SAP AG as its new information system.
People: Even though senior management worked closely with IBM and SAP during the system implementaiton, day-to-day operations suffered while managers were working on the project. The first group of “expert users” were trained too early in the project and had to be retrained when the new system finally went live. 

Organization: Prior to the implementation, BSE had no experience with SAP software and only had a few consultants familiar with the version of the SAP software that BSE was using. Instead of adopting the best-practice business processes embedded in the SAP software, BSE hired consultants to further customize the SAP software to make its new system look like its old one in certain areas. Because of the extensive customization, the launch date was pushed back four months and the cost of implementation increased by $3 million. 

Technology:  The company chose to customize the system extensively, writing its own software to enable the ERP system to interface automatically with systems from other vendors. Converting and cleansing data from BSE’s legacy system took far longer than management anticipated. BSE never fully tested the system as it would be used in a working production environment before the system actually went live. 

When the Internet brought about the need for additional changes, the existing SAP software did not support these changes. BSE was forced to manually process thousands of transactions outside the SAP system. 
2. How easy was it to develop a solution using SAP ERP software? Explain your answer. 
When BSE upgraded its ERP system to a newer version of SAP software in 2004, it kept customization to a minimum and used the SAP best practices for wholesale distribution. It also replaced other software components with SAP software that provided more integration throughout the company’s business processes. Because the company did not customize as much the second time around, the implementation went smoother. The new system went live on its target date and costs were 14 percent below budget. When BSE acquired a large company that added 19 new branches, the new users were able to run BSE’s SAP software within a day after the acquisition had been completed.
3. List and describe the benefits from the SAP software. 
Instead of waiting 15 to 20 days for monthly financial statements, monthly and year-to-date financial results are available within a day after closing the books. Manual work for handling incoming mail, preparing bank deposits, and taking checks physically to the bank is significantly reduced. Over 60 percent of vendor invoices arrive electronically, which has reduced staff size in accounts payable and the number of transaction errors. Transaction costs are lower. 
Even though the IT staff used to support the SAP system increased significantly and IT costs rose by approximately $3 million per year after the first SAP implementation, sales expanded during the same period. The increased system overhead produced a cost increase of only .5 percent of total sales. 

Much of the work that was automated by the ERP systems has been in the accounting department and involved activities that were purely transactional. This has freed up resources for adding more employees who work directly with customers trying to reduce costs and increase sales. 

Prior to the ERP implementation, management lacked a single company-wide version of corporate data because data were fragmented into many different systems. Now the company is standardized on one common platform and the information is always current and available to management. Management can obtain a picture of how the entire business is performing at any moment in time. Since the SAP system makes all of BSE’s planning and budgeting data available online, management is able to make better and quicker decisions. 
4. How much did the new system solution transform the business? Explain your answer.
BSE processes over 360,000 special pricing agreements with designated customers each year. The new software enabled BSE to reduce rebate fulfillment time to 72 hours and transaction processing time by 63 percent. In the past it took 15 to 30 days for BSE to receive rebates from vendors. Since BSE first deployed SAP software in 1998, sales have increased 300 percent, profits have climbed more than 500 percent, and 60 percent of accounts payable transactions take place electronically using EDI. The company turns over its inventory more than four times per year. Instead of waiting 15 to 20 days for monthly financial statements, monthly and year-to-date financial results are available within a day after closing the books. 
5. How successful was this solution for BSE? Identify and describe the metrics used to measure the success of the solution.  
In 2006, Gartner Group Consultants performed an independent evaluation of BSE’s ERP implementation. Gartner analyzed BSE data on the impact of the ERP system on BSE’s business process costs, using costs as a percentage of sales as its final metric for assessing the financial impact of SAP software. Costs categories analyzed included costs of goods sold, overhead and administration, warehousing costs, IT support, and delivery. 

The first implementation, 1998 to 2001, cost $9 million and the investment was returned within 2.5 years. Between 1998 and 2006 (when the second implementation occurred) BSE produced total savings of $30 million, approximately one-third of BSE’s cumulative earnings. As a percentage of sales, warehouse costs went down 1 percent, delivery costs decreased by .5 percent, and total overhead costs declined by 1.5 percent. Garner calculated the total return on investment for the project between 1998 and 2006 was $3.3 million per year, or 37% of the original investment. 
6. If you had been in charge of SAP’s ERP implementations, what would you have done differently?
ERP software is not designed for extensive customization like BSE did during the initial implementation in 1999. Rather than adopting the best-practice business processes embedded in the SAP software, BSE decided to customize the SAP software to make its new system look like its old system. BSE’s second implementation went much smoother and cost less because it did not try to customize the system as much and it adopted the built-in best practices. The initial implementation involved too many peripheral systems rather than having everything consolidated into one system. The initial training for “expert users” was not handled well. The system was not tested as it would be used in a working production environment before the system actually went live. All of these were serious, costly errors that the company corrected the second time around. 
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