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What Managers Need To Know About CDI

BY JILL DYCHE

Customer Data Integration (CDI) has garnered some strong buzz in both IT and business circles. On the surface, CDI is a
collection of enabling technologies and methods that support rigor around building and maintaining a true 360-degree
view of a company’s customers. But when examined more closely, CDI enforces organizational rigor that can mean the
difference between a successful customer-focused business initiative, and a failed one. By combining elements of
business intelligence, CRM, data quality, service oriented architectures, and organizational excellence, the new CDI/
solutions prove that, for many companies, the whole is greater than the sum of its parts

THE ACHILLES HEEL OF CRM

It's remarkable how often Customer Relationship Management—the aim of which is to increase profitability through
customer loyalty—results in the opposite: Lost, disaffected, or downright angry customers. CRM should provide the
processes and controls to support a company’s (often newfound) customer-focused strategy.

Instead, can lead to lost time, wasted money, and squandered customers. Not to be a downer, but we all know
companies that claim to have done CRM but that nevertheless send duplicate mailings, cannibalize their own sales, or
market to customers on the Do Not Solicit list. Even as CRM has transcended the proverbial early-adopter phase and hit
the mainstream, it seems it’s only getting costlier and more difficult. In fact, in their efforts to deploy the heralded “quick
win,” many companies sacrificed a robust back-office infrastructure to render CRM sustainable for the long-term.

While business people were navigating their new customer dashboards, the IT department was busy praying that no
one would notice the customer data was wrong. Or misrepresented. Or redundant. Or not there at all. The faulty business

decisions, contradictory information, overextended sales people, and irked customers all pointed back to a single root
cause: the customer data is bad.

EVERYTHING OLD IS NEW AGAIN

Enter the new era of Customer Data Integration. In many ways CDI is a natural outgrowth of several established
disciplines, largely IT-based, but with far-reaching business impact. They are:

e Data Integration

» Data Warehousing
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* Service Oriented Architecture (SOA)

e ETL (Extraction, Transformation, and Loading)

* Data Quality

* Business Intelligence

Here's a formal definition:
Customer Data Integration (CDI) is the collection of processes, controls, automation, and skills necessary to
standardize and integrate customer data originating from different sources to support a variety of business
initiatives.

Before you dismiss CDI as just a vendor-driven ploy to re-package and sell more software, consider this:

* Your sales executives can't intelligently assign territories because no one knows the difference between a “parent
company” and a “billing entity”

* Your company’s Marketing department claims CRM success, but still spends hundreds of thousands of dollars a
year on duplicate postage

* Your sales partners are cannibalizing each other’s sales activities and their (your) customers are confused

* Your company just acquired a competitor and someone needs to reconcile customers across accounts and
addresses

* Your call center representatives are assigning redundant trouble tickets because they’re not sure who the right
customer is

* You just received a letter thanking you for your purchase from a company you've never done business with

These are all symptoms of a larger problem of customer data—usually originating from multiple places—that has not
been well integrated. The bad news is that most CRM vendors didn’t see it coming or, worse, overhyped their technologies
to include claims of a “single version of the truth” where there wasn'’t one.

The good news is that CDI is filling a market need. Many companies have realized that their initial customer-focused
business initiatives were only band-aids covering a much larger wound. CDI promises a sustainable remedy, and not a
moment too soon.



HOW CDI WORKS

A core tenet of CDI is the creation of what’s usually referred to as a “360-degree view,” but in CDI circles has come to be
known as a “customer data hub.” Said hub is really an integrated customer database that incorporates automation of data
quality, correction, and correlation prior to physically storing the customer data in the hub’s database. The customer data
hub is also known as the “master customer reference database,” or even simply the “one true view.”

A 2004 study by META Group claimed that creation of single customer views would continue to be hampered by
companies’ inability to integrate data across packaged applications and legacy systems. CDI aims to resolve this problem
by enforcing repeatable and sustainable processes for acquiring customer data. Figure 1 illustrates the components of a
typical CDI environment:
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Figure 1. CDI Components
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The “Integration Services” step shown in Figure 1 is arguably the heart of the CDI solution. As many in the world of
data warehousing have learned the hard way, the bulk of the effort isn’t loading the data into the database, it's finding,
designing, accessing, defining, correlating, transforming, and moving the data (often known as Extraction, Transformation,
and Loading, or “ETL") before it even reaches its target platform. Some estimates gauge the ETL effort to be between 60-

70 percent of the cost of creating a new customer database.

The new crop of CDI tools offers a set of functions to ensure these tasks can be accomplished and, indeed in most
cases automated. The core steps in CDI implementation are illustrated in framework in Figure 2:
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Figure 2. CDI Implementation Core Steps



If the processes and terminology in the Integration Services step seem cryptic and specialized, then | say it's about
time! CDI enforces process rigor and automation that have heretofore been missing in even the broadest CRM
implementations. It ensures that there is a common and repeatable set of steps for data definition, access, integration, and
loading. Without these capabilities, operational CRM is difficult, and analytical CRM is next to impossible.

Furthermore, CDI capabilities solve an often-hairier issue of organizational accountability. The ability to offer
automated ways to acquire, clean, and process data amplifies the conversation in IT about the organization and skills
necessary to deliver this work. Over time such organizations tend to evolve toward a center of excellence model.

Moreover, the existence of newfound data rigor tends to hold business stakeholders accountable for their
requirements. The ability to quickly integrate data once it's defined forces business people—many of whom have
heretofore expressed pessimism about IT’s ability to deliver—to articulate and prioritize customer-focused business
requirements, and to be accountable for using the data they've requested once it's delivered to their desktops.

CSFS FOR CDI

In Volume 4 of Defying the Limits, sales expert Jim Dickie analyzed survey data gathered by his firm, CSO Insights,
revealing that survey respondents cited “Populating/Maintaining Data” as the toughest challenge encountered in their CRM
implementations. Dickie went on to advise readers that:

“If a competitor achieves significant success through its CRM technology investments, you will find yourself at a
severe disadvantage in the marketplace.”

What keeps the data challenge on executives’ radar is that it's so complex. To wit: each of the tasks listed in the
Integration Services step in Figure 2 has its own set of processes and enabling toolsets. Moreover, the skills needed to

sustain a true, enterprise data integration service are senior, specialized, expensive, and often hard to find.

The critical success factors for delivering CDI are equally daunting, since they encompass not only tools and skills, but
culture and organizational issues as well. Here are the core CSFs for a solid CDI initiative:

Secure executive support.

You knew | was going here, right? | won't drone on about executive sponsorship, especially since it's a term that tends to
s-functional

be overused and misunderstood. But integrating customer data across the enterprise inevitably involves cr
participation and consensus building, and someone has to be a tie-breaker. The executive sponsor should be rea
make hard decisions, take sides when appropriate, fund CDI, and issue edict if necessary.
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Establish a common vocabulary around customer.

The question, “What is a customer” belies the complexity of most businesses. Some managers will answer, “A customer is
an account,” while others will argue that it's a “billing location,” and still others will insist it's the “parent company” or “a
collection of subsidiaries.” The truth is, all these terms could qualify and play into the mix in some way. The trick is
gathering consensus around the various customer names, relationships, owners, and hierarchies so that there are natural
“rollups” across different customer types.

Acquire enabling technologies.

CDI solutions are comprised of standalone packages, or products that have come together to form a wholistic CDI
environment. Either way, core tasks like metadata definition, data cleansing, data matching, and database design are best
done via technology solutions. Automating these often-complex tasks ensures the evolution of the core data set,
institutionalizes process rigor, and increases employee skills around data

Assign a data steward.
A data steward is defined as:

An IT specialist who understands and tracks the lineage, meaning, relevance, and usage of a data domain or
subject area across its business lifecycle.

It's important to define the role, since many companies claim to have data stewards but no one is really sure what
they do. If a company is the owner of the customer data, the customer data steward is its custodian, gathering business
requirements for customer information and ensuring that the information itself adds business value. The lack of a data
steward is the cause of many failed CRM and customer loyalty programs, since there was no accountability for establishing
success metrics, meeting business requirements, or monitoring the usage of customer data.

Close the loop.

CDlI isn't only about storing customer data into a common repository. It's also about sharing that data with other systems,
often those same systems the data originated from. The argument is that customer data is meaningful and clean once it's
in the hub, so why not share this data with other operational systems where customer data might not be as clean or
meaningful? By ensuring that customer data in the CDI database is deployed to other systems, a company can ultimately
achieve a “zero defect” state of customer information.

Prepare for Politics.
The inevitable political battles of centralizing just about anything can be brutal. Fiefdoms are a fact of many corporate

cultures, for better or for worse. Be prepared to make the case for CDI in terms of economies of scale, reuse, and skills
development. And, if you can, estimate the opportunity cost of bad data. That's a hard one to argue with.



Use the data.

Sounds obvious, huh? Why would we build a CDI environment if we weren’t going to use the data? Many ex-proponents of
CRM have lobbied hard, only to revert to their comfort zones of local spreadsheets and quickly-calculated Access
databases. Unless the hub is allowed to behave like the “true view” that it is, it will rapidly become yet another legacy
system in your organization.

CDI AND CRM: A RAPPROCHEMENT

Many executives are still scratching their heads over the differences between CDI and CRM. Some imagine CDI to be a
subset of their CRM infrastructures, in which the single view of the customer is created and managed. While this can be
true, it's also rare since most companies lack the necessary technological and skill rigor to create and maintain their
customer hubs.

Others imagine that CDI encompasses CRM and other programs, and they're right too. After all, a solid customer hub
created via CDI should ultimately represent a company’s de-facto customer system of record and thus be valuable to a
greater landscape of applications and programs that just CRM.

Both philosophies have merit. If, at its core, CRM is the collection of methods, skills, technologies, and strategy to get
a company'’s customers to come back, then CDI is a vehicle for capturing and understanding who those customers are in a
structured way. My observation is that less than half of companies who claim to have CRM also have CDI. The inverse,

though, is close to a hundred percent.

Either way, most companies we work with on CDI share a common trait at the outset: they lack the necessary
processes and controls. What about your company? Here's a short quiz to determine whether your company’s got CDI:

1: Does your company agree, by and large, on a common definition for customer?
2: Are customer hierarchies agreed upon and stored in a use-able and accessible way?
3:Can business people retrieve information about specific customers when they need it, with little lag time or latency?

4:1s there clarity around the availability, quality, latency, and sources of customer data between the business and|IT?

5:Does IT have service level agreements in place that define the metrics for acceptable customer data a
accessibility?

6:If understanding customer behaviors in real-time (for instance, which of our corporate customers added a new line
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of business to their order today?) is a business requirement for your company, are you there yet?

In his book Living on the Fault Line, author and strategist Geoffrey Moore discusses The Four Value Areas: operational
excellence, customer intimacy, product leadership, and disruptive innovation. Moore says that in order to achieve
competitive differentiation, a company must “overachieve” in at least one of these areas. He even coins the term customer
relationship innovation to conveying the commoditization of off-the-shelf CRM.

If your company’s executive management has declared a customer-focused strategy in the last several years, as most
Fortune 1000 firms have, CDI could mean crossing the proverbial chasm between CRM and the shareholder value that
every executive is striving for.
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Solve your business analytics, data int egration,
data management, and data warehousing
problems with Baseline Consulting.

Call 818-906-7638 or
visit www.baseline-consulting.com
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