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IT Compliance Problem

Strategy is not operationalized. Only 40% of middle management and
5% of other employees understand the strategy of the company. The
corporate strategy is not broken down into its elements.

Only 50% of top management and 20% of middle management have a
bonus system that is directly linked to the medium to long-term
strategic goals.

85% of management teams spend less than one hour per month on

strategy discussions. 60% of resources of the company do not relate
directly to the strategy.

The focus on financial figures is too one-sided as well as oriented
toward the past, and too much stress is placed on reactive measures



Leading Factor as IT Policy

1. Ability to enact corporate strategy
2. Management credibility/capabilities
3. Quality of the corporate strategy

4. Innovation

5. Ability to recruit talented individuals



Business Information System

Business Processes

) - @ Purchasing

() = 3 Oircler Processing

O =[] Maragement |nformation
Oy = 5 Customer Service

Ancauniing
Human Resourcss

7 SAP
SEM/BA
FPlanning and
Control Systems

"raahil Frio- l Prio- '. Ship- LR
f | cure | due- |,|:dng "'.‘_n:\rnnr
and ll.- |' Sardcd
Product i 1 ". \‘\.

\Warshousing

SAP BW / ’ I Data Warehouse \ n‘:’:;j'ml

_ Fimancials
Operational Accounting
Systems Human Resources
Asset Manage e it

| '.
Research and ' Pracure- | Produc- \ Shipping Customsar
Sales
Product and ,' et tion 'l. Service
Procsss (] ﬁ‘—hﬂ | o e Ny
Dava-l-:-pmant k%x L \

Rt

o*
Warehousing

| Value-Added/Order Precessing
Herizontal

Integration



IT Policy Requirement

Information integration

Function integration

Module integration

Process integration

Global access via the Internet

Multidimensional structure:

Easy to learn and operate

Interpretation models and visualization methods
Business Content

Personalization



Policy in operational Management
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Environment Analysis

(Strengths, Weaknesses, Opportunities, Threats Analysis).
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Policy based strategic

Characteristic Characteristic Values
Participating Area Company Business area Functional area
Starting Points for
R Cost leadership Differentiation
Advantages
{(Porter)
SR Core market Miche
{(Porter) c
i Growth Stabilization Contraction
Development

-M
Prmlu::t Elark-:-t Market Market Product .
I enetration development development Diversification
(A nsoff) P ‘ P P
REEITHTHI . Local National [nternational Global
Participating Area
el Own resources Cooperation Acquisition
Autonomy




IT Policy Breaking Down Strategy Into Goal

Function Explanation

Coordination Goals help in aligning sub-activities.

Decision- Goals supply criteria for evaluating various options for action.

making

Motivation Goals should encourage a commeon identity, a "we" feeling, that motivates
employees.

Information Employvees and the company environment are both informed about the
intentions of the company.

Control Goals form the basis for the plan/actual comparison, and thereby represent a

vardstick for Performance Measurement.

Legitimation

Goals serve as a justification of actions to stakeholders outside the company.
This is indicated by the fact that goals such as “retention of jobs™ are often
included in annual reports.




IT Policy on Planning Object

Characteristic

Characteristic YValues
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Regions Continental . o
= Global Countries Sales districts




Policy in value drivers
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Policy Goal in CRM

“Products come and go; customer relationships stay

Higher market penetration by wooing new and profitable
customers

Securing the relationships to the most important reqular
customers

Building relationships through a targeted increase in
profitability. Effective measures here include increasing the
share of profit — and thereby the share of customer potential
(share of wallet) — or recognizing options for cross-selling. An
example would be selling accessories or more valuable
products (up-selling) to existing customers. In order to reach
these goals, companies have to be abl



Risk Management in CRM Policy

(phase and activies)

Phase Activities
Risk Identification a) Record potential risks for all business units
by Store them in a company-wide risk catalog
¢) Categorize risks and enter their detailed description
Risk Analysis and a) Focus on relevant risks per business unit
Risk Assessment by  Cuantify affects of risks on targets and key figures
Risk Handling a) Control risks by taking measures for avoiding, reducing or
transferring risks
by Ohbserve the overall risk situation before and after risk
measures
Risk Controlling a) Continuously monitor early risk indicators
by Record effects on key figures, goals, and strategies
¢)  Risk manager makes decisions supported by the system
d) Describe risk situation graphically and textually
e)  Adjust risk measures




Risk Management in CRM Policy

(functional area)

Function Example Risks

Research and Failed experiments, legal/political risks (such as curtailment of

Development genetic research), late replacement of old product, rejected patent

{(Product and requests

Processes)

Sales Price crash, decline in sales

Procurement Price increases, supplier problems

Warehousing Obsolescence, shrinkage

Production Machinery malfunctions, ill-chosen technologies, accidents

Shipping Lateness, incorrect deliveries, contractual penalties

Customer Service Warranty demands, recalls

Financials Reduction in value of shares in other companies, changes in interest,
currency fluctuations, liquidity risks

Accounting Miscalculations, inadequate reserves

Personnel Lack of suitable candidates, costs of severance

Asset Management

Fire, flooding, theft




Any Question ?




Instrument to analyze IT Policy
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Instrument to analyze IT Policy

Strength and weakness profile
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Instrument to analyze IT Policy (2)

2. Benchmarking
Internal benchmarking
Benchmarking of competitors
General benchmarking



Instrument to analyze IT Policy (3)

3. Early Warning System

Areas Discontinuities
Politics ¢« Expansion of the European Union
« Social revolutions ([ran, the Eastern Bloc, Ethiopia)
o  Rise of Green parties in Western Europe
Economy ¢« Opening of Eastern European markets
* Insolvency of developing countries
« [egal restrictions of free market access
{e.g. Japan and USA: automobiles)
* [ntroduction of the euro

Ecology ¢« [ncrease in toxic chemicals
¢« Environmental catastrophes (e.g. Chernobyl, various oil tankers)
Technology « DRAM chip technology

« Artificial intelligence

« [nternet

Cognitive o Change in attitudes ( post-materialistic values) in western
Orientation industrialized countries

« Growing fundamentalism in the Arab world




Instrument to analyze IT Policy (4)

4. Scenario Analysis
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Instrument to analyze IT Policy (4)

4. Scenario Analysis

Scenario analysis can be broken down into the following phases:
1. Analysis
a) Decision about separate object of study (such as division or region)

b) Definition of relevant environment areas (such as macroeconomy,
technology, politics, or social demographics)

2. Projection

a) Specification of indicators for describing the environmental areas
(such as the unemployment rate or interest level)

b) Determination of actual values and trends (such as a projection of
market volume for the next five years)

c) Specification of consistent group of assumptions for indicators that
could develop differently



Instrument to analyze IT Policy (4)

d) Building scenarios by monitoring these critical indicators
over multiple blocks of time

e) Analysis of the effects of potential disruptive events on goals
and key figures

3. Evaluation

a) Assessment of the effects of the determined scenarios on
the object being examined (confrontation with the
strengths/weaknesses profile of the company)

b) Development of reaction strategies for each scenario



Instrument to analyze IT Policy (5)

5. Portfolio Analysis
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Instrument to analyze IT Policy (5)

5. Portfolio Analysis
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Instrument to analyze IT Policy (6)

5. Balanced Scorecard (Robert S. Kaplan & David P. Norton)
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Instrument to analyze IT Policy (6)

5. Balanced Scorecard (Robert S. Kaplan & David P. Norton)
Element

Perspective

Scorecard

Strategy

Strategy category

Objective

Initiative

Key figure

Risk



Instrument to analyze IT Policy (6)

5. Balanced Scorecard (Robert S. Kaplan & David P. Norton)
Procedure

Financial Parspactiva
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— o~

Customer Perspective . Intermal Procasses Parspactive
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Instrument for Operational IT Policy

Target Costing

1. Design

2. Calculation of Costs

3. Determination of price as a function of costs



Instrument for Operational IT Policy(2)

Contribution Margin Accounting

Preliminary costing

Control of the effect on net income of different alternatives for
action

Profit planning related to orders, projects, and specific periods as
well as across periods, and analysis of the source of profit by
multidimensional evaluation objects (Riebel 1994)
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Instrument for Operational IT Policy(3)

Break-even Analysis

1,000 Euro

A Revenue
300
250 b= Total Costs

200

150
100

Contribution Margin

R Fixed Costs

. — « + Variable Costs
Profit
I > 1,000
125 Units

Break-even
Point




Instrument for Operational IT Policy(4)

ABC Analysis
A = important, B = less important and C = unimportant



Instrument for Operational IT Policy(5)

RFM Analysis

RFM (Recency Frequency Monetary Value) analysis is a
procedure specifically for classifying customers so that the
company can concentrate its marketing on those customers
with whom the chances for success are the greatest

1. Recency:
2. Frequency
3. Monetary Value:



Intsrument Combined Strategic-operational

IT Policy

Activity-Based Costing
1. Determine costs per unit of time

2. ldentify the most important subprocesses on the cost center
and determine their time requirements

3. specify the cost objects (product, customer, or distribution
channel, for example).



Instrument Combined Strategic-operational

IT Policy(2)

Forecasting Methods Constant Time Series
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Instrument Combined Strategic-operational

Lifecycle Analysis

Development phase:

Launch phase:
Growth phase:
Maturity phase:
Saturation phase:

Degeneration phase:

IT Policy(3)

Sales

EaS— p Time

Key:

= Lifecycles of products 1 - 4 given probable development
—— = Sales given probable development
- = Lifecycles 2a and 3a of products 2 and 3 when development is
not optimal (product 2 declines prematurely, product 3 arrives too late)
""" = Sales when development not optimal



Instrument Combined Strategic-operational

IT Policy(3)

Characteristics Phases
Launch Growth Maturity & Degeneration
Saturation
Sales Low Rapidly Peak sales Declining
increasing
Costs High costs per Average costs Low costs per Low costs per
customer per customer customer customer
Profits Megative Rising High Falling
Customers Innovators Early adopters Majority Latecomers
Competitors Few or none MNumber of Tendency to MNumber of
competitors and | decrease begins competitors
intensity of declines
competition
increases
Operational Make product Maximum Maximum profit, | Cost reductions
goals known, achieve market while also and skimming
initial sales penetration protecting market | off last benefits

share




SPUEIY SUIIMS

pUELI2p

suonowoad

afenosua yag nopdxa aalsu2un Sursn
I T *suonoword *suonoword jo S2[es [BIpIUL
B ) 20Npay 25E21U] asuadxa aonpay aje[nwng SUO1OW0. J
puEIq
SIALOIEND a1y Jo sagejueape 101228 (1221
[edo] jsot pue saineaj 12aeu pue s1a1dope
oty oy uo Swipjoy | SumsmSunsip SSRUI U0 WaMowy | AJIU2 0] UAoLy
10} FUISIHaApY aziseydwyg yonpoad ayepy 1npoad ayepy fusnraApy
UIIE
UOTNGLIUOD
0} Furpioaoe
Niomlau HIompau Laanoajas
uonngLysIp HonnqLusIp yiomau iomau
asnpal Jo Apsuap uonngLIsIp jo oG LISIp
Aeanoaag asearoul 2yung | AISuap asealn] pling wonNgLSI(]
Adaens JATINSTOD
{=20ud 1310w uonenauad 21} JoJ an[ea
PAXIf) J2m0] ary uo Sutpuadap LLINELTX B
Io uonnaduies ‘saslneuI)e prEAL)
SUONANPAT 2211] SE 2UIES 2011 ] AR pajuatisy Lpod Burdnig
suIIew
UOTINGLIUOD
AAnEFaU YIm Sjapown pue 1onpoad 213 1onpoad

SA[OTUE 21BUTWIH

SPUBIg AJISIRAI(]

JO SIMBLIEA JALFO)

d1seq 1450

sappod Jonpoag

e tel

DOTRLRBY B RGN |

nopeInes
» QU

[IM015)

youne |

SASEl ]

SIS LID)IEIEL )




