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Q4. How Does CBI Implement SAP?

Many of the problems with the current Sales process can be overcome with an effective ERP
system like SAP. However, as mentioned in Chapter 7, ERP systems are implemented not only
10 overcome problems but also to achieve strategy. To implement SAP successfully, top man-
agement reexamined CBI’s strategy and committed to a competitive strategy that focused on a
particular industry segment—high-end bikes—and a differentiation on responsiveness to retail-
ers. CBI then selected the SAP Sales process most appropriate for this strategy. Sales manag-
ers decided on one efficiency objective and two effectiveness objectives, which are shown in
Figure 8-7.

CBI believed that one way to be more efficient in sales is to encourage the sales force to
‘make larger individual sales. Every sale takes time and delivery costs, so less frequent but larger
sales increase efficiency. As a result, CBI decided an efficiency objective should be larger sales,
as measured by the average sale amount.

The first effectiveness objective—faster customer response—will be measured by customer
lead time, or instead of an additional—the time from creation of a sales order to the arrival of

Objective Measure

Increase customer order size Average sale amount.

FIGURE 8-7

Objectives and Measures
for the New Sales
Process
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ordered products. A second measure will be the percentage of sales of first-year products. CBI
offers new bikes and accessories based on customer input. If these new products are being pur-
chased by retailers, this is a sign that CBI is responding well to customer requests. A second effec-
tiveness objective is to reduce lost revenue from canceled sales to their best customers. CBI wants
to maintain the right to cancel lower-revenue sales when they conflict with higher-revenue sales.

Based on these three objectives, CBI selected a sales process from SAP’s inherent processes
that would best support these objectives. They then organized teams of ERP analysts to config-
ure the system and develop procedures appropriate for CBI employees to use and trained their
employees to complete the implementation process.
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FIGURE 8-8

Sales Process at CBI
After SAP

Q5. How Does the Sales Process Work at CBI
After SAP?

Now consider the situation 2 years later. CBI has implemented the SAP system, and employees
know how to use it. Figure 8-8 shows the SAP inherent Sales process implemented at CBI.

Sales

The new Sales process features the same three actors as the previous Sales process—Sue, Wally,
and Ann. However, the three computer actors are reduced to the single SAP system that tracks
all the sales data. For comparative purposes, we will trace the same Sales process as before. This
is the sale of 50 Stream bikes to Heartland when only 45 are available.

The Pre-Sales Actions activity is the same with three exceptions. The inventory and price
data are now current. Sue can see that 55 bikes are available and that 10 of the 55 have been sold.
She can see that the 10 bikes have not been shipped and that her customer will have priority.
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In addition, Sue has access to real-time price discounts to enable her to offer Heartland addi-
tional pricing options. Finally, Sue can see long-term inventory availability; in this case, she can
see that Wally has indicated no future inventory of Streams.

As we pick up Sue’s story, she has just made the sale and is sitting down in her office to
input the sales data into SAP in the Create Sales Order activity. She initiates the Create Sales
Order procedure by logging into SAP. Her Sales Order screen looks like Figure 8-9.

‘The Sales Order screen has many of the same features s the Procurement process screens in
Chapter 7. The ttle, at the top leftin this case, is Create Standard Order: Overview. In the header
section, Sue enters Heartland’s customer number (25056), the date of the transaction (PO date
of 06/20/2011), and the transaction number (PO Number 05432). The PO date for Heartland is
the sales date for CBI—the date the sale was made. Once Sue enters these three data clements,
SAP retrieves the customer's name and address. In the detail section at the bottom of the screen,
Sue inputs the material number for Stream bikes (TXTR1001) and the number ordered (50). Sue
then saves the data and enters another sale or exits the system.

Once Sue saves the SO, SAP creates a SO number and updates the inventory table in the
database to reflect the sale of 50 Streams. In addition, a new SO record is created that will subse-
quently be updated when the warehouse picks, packs, and ships the bikes.

In addition to updating data, several other actions are triggered. First, a message is sent to
the accounting department to approve or disapprove the sale. A second action updates the assem-
bly schedule for CBL. SAP recognizes that the warchouse only has 45 Stream bikes and atiempts
t0 acquire from suppliers the additional bike frames and parts to assemble. When automated
responses in the supply chain indicate no opportunity to acquire these frames, Ann in accounting
receives a message. She sees Sue’s pending sale to a preferred customer, the 45 bikes in inven-
tory, and the 10 bikes sold earlier that day to another customer. Because Heartland is a preferred
customer, Ann is able to cancel the sale of 10 bikes and move 5 of these bikes to Heartland.

Warehouse

Once this sale is approved, SAP sends a message to Wally in the warchouse to ship the bikes on
the scheduled date. On the appointed day, Wally removes the bikes from finished goods inven-
tory, packs them into a crate, and places the crate in the truck loading bay. Once the bikes are
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picked and packed, Wally logs into SAP. After he enters the SO number, he sees the Outbound
Delivery screen shown in Figure 8-10. He confirms that the data provided by SAP in the header
and detail sections are correct. If he did not pick the entire quantity specified in the sale, 50 in
this case, he would overwrite the defaulted value of SO that appears in the Deliv. Qty column.
Once he saves this data, the inventory table is updated and the sales record is edited to reflect
that the Stream bikes have now been picked and packed.

‘The Ship Goods activity occurs when the delivery truck leaves the warchouse with the
shipment. Again, Wally navigates to the Outbound Delivery screen. Because this sales order
has been picked and packed, the screen is now labeled Change Outbound Delivery, as shown
in Figure 8-11. Wally executes the procedure by selecting the Post Goods Issue button near the
‘middle of the screen. Posting means that legal ownership of the material has changed. The bikes
are no longer owned by CBI; they are now the property of Heartland. Posting in this example
occurs when the bikes are shipped.

Accounting
After Wally has posted the goods issue and the bicycles have changed ownership, Ann in account-
ing receives a message that she can bill Heartland for the 50 Streams. She logs into SAP and begins
the Send Invoice procedure with the Maintain Billing Due List screen that is shown in Figure 8-12.
She enters Heartland’s number in the Sold-To Party field (25056) and selects the DisplayBillList
icon near the top of the screen. On the following screen (not shown), Ann selects from a lst of
sales orders to Heartland, adds the sales order for the 50 Stream bikes, and clicks the Save icon.

‘This action triggers SAP to send a bil, called an invoice, to Heartland Bike for the S0 bikes.
A week later, Ann in accounting receives a check in the mail for the 50 Streams.

To accomplish the Receive Payment activity in Figure 8-8, Sue navigates o the Post
Incoming Payments screen shown in Figure 8-13. Here she specifies that Heartland, with
Account number 25056, has paid $15,000 and that the money has been placed in Account num-
ber 100000. Once Ann saves the documents, SAP updates the sales record and makes the appro-
priate accounting entris.
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The Benefits of SAP for the CBI Sales Process

By implementing SAP, CBI enjoys two types of benefits. First, SAP addresses each of CBI's
Sales process problems discussed earlier, as shown Figure 8-14. Second, SAP helps CBI achieve
its sales objectives, also mentioned earlier, as shown in Figure 8-15.
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Problems

SAP Benefits

Sales
No opportunity for real-time price discounting.
Inaccurate data on products available for sale.

Real-time price discounting activity a part of SAP inherent process.
Real-time data sharing.

Warehouse

Limited communication to Sales on inventory
changes.

Inventory forecasts available to sales due to integration of
SAP processes.

Accounting
Time spent on invoice and other errors.
New customer delays.

SAP Inherent processes enforce input controls that reduce errors.
Real-time data sharing.
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By sharing data through SAP, the warehouse and sales office no longer maintain infor-
‘mation silos. As a result, sales has accurate, current data on what’s in the warehouse inven-
tory. Further, with data sharing, the checking of credit for new customers is faster because
the accounting department does not retype this data into its own database. Instead, new cus-
tomer data gets entered once by the salesperson and the process of checking credit kicks off
immediately.

Also shown in Figure 8-14 is the impact of SAP’s inherent integrative processes on
(CBT's three other problems. First, the SAP inherent Sales process includes a real-time price
discounting feature. Second, due to the integration of sales, procurement, and production
processes, salespeople can check future inventory availability and make informed commit-
ments to customers about upcoming sales. Finally, there are fewer errors in accounting as
the data is entered only once, and SAP imposes controls on the data as it is typed into the
database.

Although these are very helpful improvements, CBI implemented SAP to help it achieve
a specific strategy, as shown in Figure 8-15. The implementation of SAP helps CBI achieve
its efficiency objective. With real-time data on inventory and price discounting options, larger
orders can be expected. One of the effectiveness objectives is faster customer response. With
SAP, the warehouse can ship orders as soon as the sale is made. Also, the sale of first-year
products, the second customer response measure, has increased with SAP. With SAP, sales
reps have more accurate data on current and future inventory levels of the new products
throughout the supply chain. Prior to SAP, these new products would not appear as inventory
in the Warehouse database for potential sale until the day they arrived. Now, sales reps can see
when these new products will be available and have accurate data on pending sales of these
new items.
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The second effectiveness objective of reducing canceled sales to the best customers is also
achieved. The SAP inherent process allows the accounting department to give priority to its bet-
ter customers when products are limited.

Having considered the benefits of SAP on the Sales process, we now broaden our consider-
ation of the impact of SAP to a set of customer-facing processes.

FIGURE 8-15 Objectives SAP Benefits

CBI Sales Process
Efficiency
Increase customer order size Real-time inventory data and price discounting.

Objectives and SAP
Benefits
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Q6. How Can SAP Improve Customer-Facing
Processes at CBI?

The Sales process is just one of many customer-facing processes that SAP can support. These
processes are listed in Figure 8-16. The Promotion process is designed to increase sales, stimulate
demand, or improve product availability over a predetermined limited time. The Sales process,

ProcessScope  Customer-Facing Processes FIGURE 8-16
Promotion Sample of Customer-
Operational Sales Facing Processes
Service

X Promotional Discounting
Managerial Service Trends
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FIGURE 8-17
CRM and SCM Processes

CRM Processes—Chapter 8 SCM Processes—Chapter 7
Sales Procurement
Service Demand Management
Promotion Returns Management
Other Processes Other Processes

defined earlicr, is the exchange of goods or services for money. The Service process, first defined
in Chapter 5, provides after-sales support to enhance or maintain the value of a product.

The administration of customer-facing processes and managing all the interactions with
customers is called customer relationship management (CRM). The relationship of the Sales
process to other customer-facing processes and CRM is the same as the Procurement process,
other supply chain processes, and supply chain management (SCM), as shown in Figure 8-17.
Just as supply chain processes were improved with data sharing and integration, so too are
customer-facing processes.
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FIGURE 8-18

Examples of Data
Sharing Among
Customer-Facing
Processes

Improving Customer-Facing Processes by Sharing Data

Customer-facing processes improve when processes share data. To see how this works, consider
your process of returning merchandise to a retailer. It is easier for you (o return your merchan-
dise if you have a receipt. If ths receipt was emailed o you, it may be easier to find than a
printed receipt. By using electronic reccipts, your retailer’s Sales process has made your Returns
process easier. Rather than issue paper receipts, which are more costly and more frequently lost,
many retailrs are sharing receipt data with customers electronically by sending an email or a
‘message to a customer’s smartphone. Not only does this reduce sales costs, an objective of the
retailer’s Sales process, it also improves the customer's Returns process because customers can
find their receipts more frequently.

Examples of improving processes by sharing data at CBI are shown in Figure 8-18. Both
sales and service are improved when they share customer data. By having access to customer
sales data, CBI service is improved. For example, when a customer calls for service about a
problem with a particular shipment, the service agent at CBI knows the sales data for that ship-
‘ment and all shipments to that customer. By having the sales data, the agent is better informed
about the customer's situation. Likewise, the Sales process is improved with customer service

Processes Sharing Data
Process Process
CBISales Bl Service
Service Call Data
cBisaP
(a) Within cB1
Process Process
Retailers
Colsaes | 4> | MarkecTnd | «— | OIT

CBISAP.
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call data. A sales representative can review service data from a customer before initiating a sales
call. That way the sales representative can offer the customer products that were not the subject
of a service call.

By sharing data, the Sales process of CBI and the Procurement processes of its customer
retailers can be improved. For example, CBI sells to many small outlets. These small retailers do
not have the resources to collect data on market trends, but CBI does. CBI can share its market
trend data with retailers, who can then make better procurement decisions about what bikes to
buy from CBI. Both firms win when CBI's Sales process and the small retailer’s Procurement
process share this market trend data because they both sell more bikes.

Improving Customer-Facing Processes with Integration

The second way to improve the collection of customer-facing processes is o increase their
integration, or their synergy. Process synergy occurs when processes are mutually supportive—
when one process is done well, then the objectives of another process are supported. Synergy
between sales and procurement is evident in your personal life. Amazon.com recognizes the
synergy between its Sales process and your personal Procurement process. When people
want (0 buy something, they want to do it quickly. Therefore, it can be said that people have a
Procurement process objective of not wasting time. Amazon.com has found that online sales
revenue increases 1 percent for every one-tenth of a second decrease in load time.? As a result, it
makes download time an objective of its Sales process, and this mutually supports your personal
Procurement process.

Examples of increasing synergy at CBI are shown in Figure 8-19. At CBI, the Production
process can support the objectives of the Sales process. If the Production process times are con-
sistent, the assembly of bikes is on time and the delivery of a sale is rarely late. As a result, cus-
tomers are satisfied and opportunities for future sales are improved. The objective of the Sales
process, repeat customers, is supported by the Production process.

A second example of process synergy is the support of the Sales process by the Billing
process. When an accountant at CBI is contacted by a customer o the accountant contacts a
customer to clarify a bill, the Billing process requires the accountant to share current pricing of
products with the customer. More specifically, the accountant shares prices on products if the
new price is better than the price on the bill, which, in turn, leads to future sales.

239
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A second example of process synergy is the support of the Sales process by the Billing
process. When an accountant at CBI is contacted by a customer or the accountant contacts a
customer to clarify a bill, the Billing process requires the accountant to share current pricing of
products with the customer. More specifically, the accountant shares prices on products if the
new price is better than the price on the bill, which, in turn, leads to future sales.

Integrating Processes

Process Process
Improves

CBI Production CBI Sales

Process Process
Improves

CBIBilling CBI Sales

(a) Within CBI

Process Process

Improves

———

FIGURE 8-19

Examples of Process
Integration Among
Customer-Facing
Processes
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FIGURE 8.20

Challenges of Improving
a Group of Processes

Peoplear disacted fom thlr st importantproces.
Proceses change constantly.
Peoplemust know objectives f many processes.

T improve process synergy with etailers, CBI can use it Service process to suppor the
Sales procestes o it customer retailers. For cxample, when  defecive bike s retumed to CBI
rom one of s rtales,the CBI Service process uses overnight shipping (0 give the retaler
ew bike within 24 hours. As a resul, he recile’s ales process is improved because each of
(CBIsrtalers can promise customers 24-our replcements.

I both this chapier an the previous one, we have seen that with SAP, CBI can share data
and inegrate processes it s supplies and customers. While we have been quick to sing the
Vitues of ths loser rtangement, there i also  curse. ERP systms are 4 diffcul and expen
sive necessity 10 keep up with the competiion. I (0day’s tech-savvy environment, customers
ave high technical expectations ofselles. Retales like Heartland only want t purchase from
ike wholeslers who hase & stte-ofthe-ut ERP sysem supporting ther sales und srvice, For
CBI and other wholesaler, this expectation curse increases pressure 0 spend and spend and
Spend 1o keep ERP systms curtent

Challenges
Although it s clea that SAP can help improv th colecton o cusomer. fcing proceses,
improving CRM processes or any et of proceses lso presents challenges, 45 shown in
Figure 20
Firt, focuing on  single proces s casier tha irying 0 achieve he gouls o many pro-
cesien a one tme. Trying to improve al the CRM processcs can be scen a a dsrcton by
sl reprsenaives who belee he s procens deervn il hl focus. These reresn
ves may se i ob as bulding relatonship with customes. They may view e spet i
echnology o ime spent on sles-relted procesesa me ey couduse 0 mprove these il
eluionships
A sccond challnge i hat o the proeses ae i e of change. Proesses change,
ax we have mentioned in carlir hapters, due fo changes i tchnology. ratgy. people, and
prducts. Keeping all hese proesses woring wel toetber while hey allchange i il
Fialy, chieingthe objcivs of e of proceses cnonly happen when Bsinsspeople
understand other parts o the busines. o make al the CRM processes work wel, slspeople
s Serviceprocenes and how payment re procssed n sccouning. By
i challnge s sn opportniy for you. To help make proceses work o you fiure
i, eam as much a you can about diferent futions in business 0 You can make your pro-
cesés work wel it erprocesses within the im.
T summarize, improving the roup of cutomer-fcing proesses ruires sharing dtaand
processen. Thi canbechllnge, but SAP i anally i his i, an her s kb
1S that help processes work wel e Next, w consder 15 hat el processs in muliple
s work wel ogether.
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Q7. How Does E-Commerce Improve Processes
in an Industry?

In the past two chapters, we have discussed buying and selling between CBI and its partners and
how SAP can make processes better for both. However, ERP systems are not the only way to
improve processes between organizations. Another approach is ¢-commerce. E-commerce not
only supports buying and selling in a supply chain, it also supports selling to the final customer,
people like you and me. Before we close this chapter, it will be helpful to you in the future if we
consider some key aspects of e-commerce.

Formally, e-commerce is a multi-firm process of buying and selling goods and services
using Internet technologies. While popular B2C e-commerce is accomplished via the Web at
places like Amazon.com and Apple, much of B2B ¢-commerce uses private networks and com-
pany- or industry-specific software.
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CBI participates in B2B e-commerce as shown in Figure 8-21. Starting on the left end of
Figure 8-21, composites, which are raw materials for bike frames, are created by Carbon Fibers,
Inc. The composites are sold to a frame manufacturer, Southern Frames, who makes the bicycle
frames. The frames are sold to a frame wholesaler, Space Bike Composites in this scenario,
‘where the frames are finished. CBI assembles the bikes and sells the finished product to retailers
such as Heartland who, in turn, sell to a final customer.

As defined earlier, e-commerce consists of both a multi-firm buying and selling process
and the internet-based IS that supports it. ERP systems can support e-commerce, as do IS
that support fund transfers, inventory management, and transaction processing systems.
These systems are often referred to as interorganizational IS, which are 1S used by more
than one firm.

Figure 8-22 lists categories of companies that participate in e-commerce. The U.S. Census
Bureau, which publishes statistics on e-commerce activity, defines merchant companies as
those that own the goods they sell. They buy goods and resell them. It defines nonmerchant
companies as those that arrange for the purchase and sale of goods without ever owning or
taking title to those goods. With regard to services, merchant companies sell services that they
provide; nonmerchant companies sell services provided by others. Of course, a company can be
both a merchant and nonmerchant company.

E-Commerce Merchant Companies
‘The three main types of merchant companies are those that sell directly to consumers, those
that sell to companies, and those that sell to government. Each uses slightly different IS in the
course of doing business. B2C e-commerce concerns sales between a supplier and a retail cus-
tomer (the consumer). IS that support the Sales process of B2C companies are typically Web
storefronts that customers use to enter and manage their orders. Amazon.com, RELcom, and
LLBean.com are examples of companies that use Web storefronts.

B2B e-commerce refers to sales between companies. As Figure 8-21 shows, raw materials
suppliers and other firms use interorganizational IS like ERP systems to integrate B2B supply
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chains. B2G, or business-to-government merchants, sell to governmental organizations. In
Figure 8-21, the composite raw material supplier and the bike retailer might sell their products
to government agencies.

Nonmerchant E-Commerce

The most common nonmerchant e-commerce companies are auctions and clearinghouses.
Auctions match buyers and sellers by using an IS version of a standard auction. This application
enables the auction company to offer goods for sale and to support a competitive bidding pro-
cess. The best-known auction company is eBay, but many other auction companies exist; many
serve particular industries.

Clearinghouses provide goods and services at a stated price and arrange for the delivery
of the goods, but they never take title. One division of Amazon.com, for example, operates as
a nonmerchant clearinghouse, allowing individuals and used bookstores to sell used books on
the Amazon.com Web site. As a clearinghouse, Amazon.com uses its Web site as an IS to match
the seller and the buyer and then takes payment from the buyer and transfers the payment to the
seller, minus a commission.

Another type of clearinghouse is an electronic exchange that matches buyers and sellers,
similar to that of a stock exchange. Sellers offer goods at a given price through the electronic
exchange, and buyers make offers to purchase over the same exchange. Price matches result in
transactions from which the exchange takes a commission. Priceline.com is an example of an
exchange used by consumers.
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FIGURE 8-23

Three Ways E-Commerce
Improves Market Efficiency

How Does E-Commerce Improve Market Efficiency?

E-commerce, both the processes and interorganizational IS that support them, improves market
efficiency in a number of different ways, as shown in Figure 8-23. For one, e-commerce leads
to disintermediation, which is the elimination of middle layers of distributors and suppliers.
‘You can buy a bicycle from a typical “brick-and-mortar” retailer like Heartland, or you can use
CBI's Web site and purchase the bike directly from CBI. If you take the latter route, you elim-
inate the retailer. The product is shipped directly from CBI's finished goods inventory to you.
You eliminate the retailer's inventory-carrying costs, and you eliminate shipping overhead and
handling activity. Because the retailer and associated inventories have become unnecessary
waste, disintermediation increases market efficiency.

E-commerce also improves the flow of price data. As a consumer, you can g o any number
of Wb sites that offer product price comparisons. You can search for the bike you want and sort
the results by price and vendor reputation. You can find vendors that avoid your state sales tax
o that omit o reduce shipping charges. The improved distribution of data about price and terms
enables you to pay the lowest possible cost and serves ultimately to remove inefficient vendors.
‘The market as a whole becomes more efficient.

A third way e-commerce improves market efficiency is sharing customer marketing data.
Two examples of improved consumer data sharing come from Google: AdWords and Analytics.

Google pioneered Web 2.0 advertising with its AdWords software. AdWords is Google’s
‘popular pay-per-click advertising product. With AdWords, companies pay a predetermined price
for particular search words. For example, Oracle might agree to pay $2 for the words soffware
and business. When a customer uses Google to search for those terms, Google will display a link
10 Oracle’s Web site, If the user clicks that link (and only if the user clicks that link), Google
charges Oracle $2. Oracle pays nothing if the user does not click.

Customer data sharing is also improved with free Google Analytics software that enables the
‘Web site owner to collect Web traffic data. This data includes where the customer came from (from a
search engine, another site, and so on), where the customer visited in the site, and the conversion
rate, which is the ratio of the number of customers who eventually purchased divided by the number
‘who visited. Analysts can examine this type of data and make changes to the site with the objective

1. Disintermediation—e-commerce removes inefficient middle layers.
2. Data Flow—e-commerce allows more data to be available to buyers and sellers
3. Software—e-commerce software improves sharing of customer marketing data.
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Q8. What New IS Will Affect the Sales Process in 2024?

SAP and e-commerce will continue to have a significant impact on Sales processes for years to
come. However, other IS that are just now emerging may also help improve the Sales process.
These IS include wearable technology, smartphones, social CRM, and cloud CRM.

WEARABLE TECH When customers began to carry mobile phones, many companies changed their
Sales processes (o take advantage of the new platform. The next step in hardware evolution is for
customers to wear devices, and that step will also affect the sales process. While Google Glass was
one of the first wearable devices, Disney s demonstrating how another type of wearable device
can be put to use. Disney World is giving electronic bracelets called MagicBands, like the bracelet
shown in Figure 8-24, to some of its park visitors to support ts customer-facing processes. The
bracelet allows customers to charge food and drinks, view ride wait times, and enter their locked
hotel rooms without a ke s no Mickey Mouse operation; Disney intends to invest $800
million dollars in the MagicBands concept.? In adition to the services just mentioned, at the option
of parents, a child’s name can be encoded on the child’s band so that as Cinderella parades by she
can greet the child by name. While most of the examples in this chapter were sales of products,
this Disney example suggests that the use of wearable technology to supportthe sale of services in
entertainment, health care, and public safety may only be beginning.

SMARTPHONE PAYMENT Customers are increasingly using their smartphones to make purchases.
For example, customers at Starbucks can use their phone to buy coffee and other products. To
do so, customers first purchase a QR code online for their phone from Starbucks. Then, when
they visit a Starbucks, they display the QR code on their phone and allow the cashier to scan it.
Coffee is not the only thing people are buying with smartphones. In Shanghai, China, customers
use their phones o shop for groceries at subway stations. On posters in the subway, a grocery
chain displays images of products along with a QR code for each item, as shown in Figure 8-25.
Shoppers scan the QR code on their smartphones to register a purchase, and the groceries are
delivered 1o their home of record later that day.

SOCIAL CRM As mentioned previously, one way customer processes are improved is by sharing
data. Social CRM is an information system that helps a company collect customer data from
social media and share it among its customer-facing processes.

In today’s social media environment, the vendor—customer relationship is complex and is not
controlled by the vendor. Businesses offer many different customer touch points, and customers
craft their own relationship with the business by their use of those touch points.
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FIGURE 8-26

Salesforce.com
Homepage

‘Source: wwwsalesforce.comy Accessed
July 5, 2013

Social CRM data is collected through interactions on Facebook, Twitter, wikis, blogs, discus-
sion lists, frequently asked questions, sites for user reviews, and other social media. Social CRM
systems collect and distribute this data to a variety of customer processes.

CLOUD-BASED CRM: SALESFORCE.COM Salesforce.com is the preeminent cloud-based CRM
vendor. Rather than purchasing CRM software and installing it onsite, companies utilize a pay-as-
you-go plan to use the online software and run it offsite at Salesforce.com. With more than 80,000
customer firms, Salesforce.com is growing rapidly, particularly with small to medium-sized
firms. The Salesforce.com homepage is shown in Figure 8-26.

1-800-MO-SOFTWARE 1-800-667-6363 | Comtact e £ TN
(ofms

Get the world's
#1 CRM sales app.

C)/mw“ M
Connect 1:1, and furn

iconsumers into customers
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Salesforce.com helps a company integrate its customer processes in several ways. First, by
Keeping data in the cloud with Salesforce.com,  small company’s data is stored in a format that
is compatible with a wide variery of software. Because of the universal format, it is easier for
the company to share this data among its various customer processes. Second, the software is
scalable. A company can conduct a small-scale tral of the CRM software at one office 1o tst the
integration of ts customer processes before rolling it out o the whole company. Finally, startup
costs e zero; firms pay as they use the service without a big up-front contract. A company can
therefore conduct itsintegration tria at one location without significant investment.

Process Integration and You in 2024

‘While technology will help businesses integrate sales processes, 50 100 will you. One of the
‘goals of this textbook is to help you become comfortable with processes and begin o see how
they can work together. We first explained processes and then discussed how a set of processes
‘work together in a supply chain and in the customer-facing processes within one firm. We also
applied integration concepts o processes between firms. Our goal all along was to get (0 the fol-
lowing conclusion: Processes must work well together.

In every job you will have, in every company large and small, you will play 2 role in many
processes. If you are an accountant, your accounting classes will prepare you well t0 do those:
roles: if you are in sales like Sue, your marketing courses will get you ready for your role as a
salesperson. But in every job and in every role you play, you will be more effective if you keep
in mind the big picture that processes must work well together

In Chapter 1, we suggested that four skills will be valuable to you in your career: abstract
reasoning. systems thinking, collaboration, and experimentation. Recall from that chapter that a
systems thinker is one who understands how the inputs and outputs of processes relate. Here we
can express that in @ more specific way. A systems thinker i a process thinker. A good systems
thinker considers how the change in one process output affects other processes.

‘Where there are business processes, there i likely o be an ERP system. Whether you are
an accounting. supply chain, marketing, or finance student, chances are that you will work with
'SAP or another ERP system on your very firstjob after college. As an accountant, you will post
payments and configure SAP o allow different payment schedules and to create automatic price
discounts. As a salesperson, you may record every customer interaction in your CRM module,
post and edit sales, and invent new reports that will help your company identify new trends
and opportunities. These actvities will affect other processes outside your office. You and your
employer will be pleased if, by the time you start, you have mastered some aspects of SAP 5o
‘you can antiipate these impacts. So take this time (o master the vocabulary in these chapters.
Lear how to navigate to different screens and to move around within the screens. Think about
processes and how ERP systems change and improve processes. If you can, do the tutorials in
the appendix, make mistakes, start over—lcam beyond the book.
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Q1. What Are the Fundamentals of a Sales Process?

Sue made, and lost, a large sale to CBI’s best customer. CBI is a bicycle company that buys
frames, tires, and accessories and assembles bikes that are then sold to retailers. Before we
rush to find fault at CBI, let’s make sure we understand the activities involved in a typical sales
process. The business definition of a sale is an exchange of goods or services for money. More
precisely, a sale is revenue from delivery of merchandise or a service where payment may be
made in cash or other compensation. The Sales process is an operational process with three main
activities—Sell, Ship, and Payment—as shown in Figure 8-1.

The sales activities—Sell, Ship, and Payment—are accomplished by actors playing the
roles of Sales Agent, Warehouse Manager, and Accountant. The Sales process is located within
the value chain in the sales and marketing primary activity shown in Figure 8-2.

For a business, sales is one of the most important processes. Without sales, no one gets paid
and buildings go dark. Although sales is a complex and difficult process, it is also governed by
one simple overriding principle: Satisfy the customer. Peter Drucker, one of the fathers of mod-
em management theory, once said that there are no results that matter inside the company; the
only result that matters is a satisfied customer.!

Sales Agent Warehouse Accounting
sell N Ship N Payment

FIGURE 8-1

Main Sales Process
Activities and Roles
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Q2. How Did the Sales Process at CBI Work
Before SAP?

Before we can appreciate the benefits of using SAP, we will start with the lost sale described
carlier. To understand why Suc’s sale was canceled, consider the Sales process for CBI. The
significant activities in this process are shown in Figure 8-4. This process has six roles, three
‘performed by human actors—Sue, Wally, and Ann—and three by computer. Each computer
actor is served by its own database, creating three information silos.

“The first activity in Figure 8-4 s Pre-Sales Actions. In this activity, Sue and other sales reps
contact customers, give price quotes, verify that products are available, check on special terms,
and confirm delivery options. If the customer decides to order, the next activity is Create Sales
Order. An example of a sales order (SO) is shown in Figure 8-5. On the example shown, Sue is
selling Heartland Bike 50 Stream bikes at $300 each for a total price of $15,000.

As shown in Figure 8-4, once complete, the SO is sent to accounting for approval. To
approve the SO, Ann in accounting gets price data from the Sales database, customer data
from the Accounting database, and inventory data from the Warehouse database. She can also
see what was sold and approved earlier in the day. These data flows to Ann are not shown in

Sales Order

BI June 24,2014

71114

50.00 TXTRIO0! Stream N3 S 30000 S 1500000

FIGURE 8-5

Sue’s Sales Order
in Paper Form
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Figure 8-4 for sake of simplicity. For existing customers, Ann uses data in the Accounting data-
base to determine the history of payments by the customer—Heartland, in this case—before
approving the sale. If this sale is for a new customer, there would be no customer data in the
Accounting database, and Ann would add the new customer to that database and determine the
risk of selling to this customer.

During this activity, Ann also accesses data in the Warehouse database to make sure there
is sufficient inventory to sell. If there is not enough inventory, the sale is usually disapproved.
However, as in the case of Sue’s sale to Heartland, if the delivery for the sale can be delayed,
Ann will call the warehouse to ask if future deliveries are expected that will replenish the inven-
tory in time.

If approved by accounting, the SO is passed onto the warchouse where Wally and his staff
will collect (or “pick”), pack, and ship the bicycles on the correct day, as shown in Figure 8-4.
Once the bikes are shipped by the warehouse, Wally sends a notice to accounting that the goods
have shipped so that accounting can send Heartland the invoice. The final activity, Receive
Payment, occurs when Heartland sends a payment to CBI for the sale.

This process rejected Sue’s sale for two reasons. When Sue made the sale, her sales data-
base indicated the inventory at the beginning of the day—55 Stream bikes. However, 10 of those
bikes were sold to a little retailer in Kansas City before Sue’s sale to Heartland. When the SO of
50 bikes arrived at accounting, there were only 45 Streams available to sell. As mentioned in the
opening vignette, Ann in accounting will coordinate to get an additional shipment of bike frames
if the delivery of the sale provides enough time. However, in this case, Ann discovers that the
supplier had sold out of the frame.

As you can see, the Sales process at CBI, like the Sales process at most organizations, in-
volves several different people in several different departments. For the process to work well,
these people need to be able to share data and integrate their activities. CBI struggled on both

accounts, as we discuss ne; o
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FIGURE 8-6

Q3. What Were the Problems with the Sales

Process Before SAP?
The pre-SAP Sales process at CBI was plagued with problems, which are summarized in
Figure 8-6. These are the problems that Sue has had to deal with over the years with this old
system.

Sales Problems

Salespeople need to have the authority and data available to offer real-time price discounts to
close some sales. For example, with the current process, if a customer is considering doubling
the size of an order but needs a price discount to close the deal, Sue would have to request a price
discount from the sales manager and contact the customer later. To be effective in today’s com-
petitive environment, salespeople need to be able to offer real-time price discounting—offering
discounts during a sales call.

A second problem in sales at CBI is that Sue did not have accurate data on bikes available
for sale. At CBI inventory data are sent to the salespeople during the overnight hours. When
CBI opens in the morning, the salespeople know which bikes and accessories are available in
the warchouse that day. At times, as in the opening scenario, this can lead to the sale of 00
many bicycles, as salespeople only know how many bikes and accessories were available at the

m o commmascatin o Saes on spfcantchrges ot .
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CHAPTER 8 » SUPPORTING THE SALES PROCESS WITH SAP

beginning of the day. As a result, salespeople promise bikes and delivery dates to customers
that cannot be met. This overselling is particularly common when new or popular items like the
e-bike are selling fast.

Warehouse Problems

‘The most significant problem for Wally is that he cannot easily communicate inventory fore-
casts to the sales force. For example, he knew that the e-bike frame supplier had sold CBI the
last of its inventory, but he had no way to communicate this. He knows this would be useful for
salespeople, but the current system does not offer any way to communicate big changes in future
inventory.

Accounting Problems
‘Things are not much better in accounting. Ann supervises a staff of very careful accountants
who make the occasional data entry and arithmetic errors. Some problems are unique to the
Accounting role. Her office occasionally receives payments from customers with incorrect or
missing invoices. The staff may also eredit the wrong account or make other update errors.
‘These infrequent errors can take hours to sort out and damage customer relations.

Delays also occur in checking the credit of new customers. When a salesperson makes a
sale to a new customer, he or she inputs the customer data and tells the accounting department
that a credit check is needed. When accounting receives a sales request for a new customer,
an accountant must enter the new customer data into the Accounting database before the new
customer approval process can begin. In this old system, the customer data must be entered
by two different departments, delaying the process and introducing the opportunity for more
input errors.

‘These problems cost CBI sales and customers over the years. As industry competition in-
creased, CBI had to change or it would go out of business. CBI believed that SAP would help
correct these Sales process deficiencies.
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