
hen you visit your doctor or pharmacy, chances are Cardinal Health is involved.

Headquartered in Dublin, Ohio, Cardinal Health reported over $65 billion in

2004 sales. As the leading pharmaceutical and medical supplies distributor 

in the United States, its success in the fiercely competitive healthcare industry is built

upon an unyielding focus on operational excellence.

Cardinal Health’s relentless attention to process optimization compels its four 

business divisions to continuously identify and resolve inefficiencies to drive profitable

growth. In 2001, Cardinal Health’s Medical Products and Services division (MP&S)

saw the opportunity to enhance existing customer-facing

processes, service levels and customer satisfaction, while

improving productivity and efficiency.

MP&S looked to its key customer-related functions to

streamline processes, eliminate costs and build a platform

for sustainable growth. A natural starting point were 

the division’s most critical customer touchpoints,

its customer service center and credit department, which

handle hundreds of thousands of customer transactions annually. “Exceptional 

service is the key to customer retention and growth. Once we build a solid service

foundation, the relationship can evolve to a partnership based on mutual success,” says

Sue Wolski, director, Service Development at MP&S. “Optimizing our customer inter-

action processes is how we will realize our potential and achieve our strategic goals.”

To better meet customer needs, MP&S created a long-term customer-based strategy

to integrate functional processes and customer data into a more cohesive 

customer view. Following a comprehensive analysis in 2002, MP&S chose mySAP

CRM to provide a platform to execute on its strategic goals. Following roll out, MP&S

achieved improved service levels thanks to shortened cycle times, seamless problem

resolution and proactive management of customer issues. Peppers & Rogers Group’s

ROI Review calculates that customer-related operational and productivity 

improvements will enable MP&S to achieve an Internal Rate of Return (IRR) of 70%

on its mySAP CRM investment through 2008.

Cardinal Health’s Medical Products
and Services Division to Realize 70%
IRR on its mySAP CRM Investment 

W

Improved operational efficiency
Quicker access to data will save
$14.9 million from the customer
service center and the credit
department. 

Shortened cycle times 
Quicker payment turnaround 
contributes $4.8 million in 
revenue through 2008. 

Doing more with less
Streamlined processes add 
up to over $5 million in cost 
savings through 2008. 

The CRM ROI Review is published 
by Peppers & Rogers Group, 
20 Glover Ave., Norwalk, CT 06850. 

For more information, please call 
1-800-283-1SAP, or visit
www.sap.com/solutions/crm/
customersuccess/roi.asp

Please refer to material no.
50071585. 

For our summary of this 
ROI Review, please refer to 
material no. 50071586.
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ardinal Health’s roots date back to 1971 when CEO Bob Walter purchased the

company as a food wholesaler, moving into pharmaceuticals in 1980. Cardinal

Health sold its food group in 1988 to concentrate solely on the distribution of pharma-

ceuticals, branching into medical supplies in the 1990s. Today, Cardinal Health has over

50,000 employees and is ranked #17 on the Fortune 500.

Through internal growth and more than 40 acquisitions,

the company has posted 14% annual revenue growth for the

past 10 years. Cardinal Health’s primary focus is on distribut-

ing the pharmaceutical and medical products and equipment

that doctors, hospitals and pharmacies use to care for patients.

Statistics show that one third of all U.S. pharmaceutical, labo-

ratory, medical and surgical products move through Cardinal

Health’s distribution facilities. In addition to its U.S. business,

Cardinal Health operates manufacturing and distribution

facilities in 16 countries across the globe.

The company is organized into four divisions: pharma-

ceutical distribution and provider services; medical products

and services; pharmaceutical technologies; and automation

and information services. Cardinal Health’s Medical Products and Services division

(MP&S) contributed $7.4 billion to the company’s overall 2004 sales, serving hospitals,

laboratories, surgical centers and other health care providers. The unit distributes 

surgical and respiratory therapy products, sterile and non-sterile procedure kits, single-

use surgical apparel and instruments. MP&S also provides services including online

procurement, supply-chain management and instrument repair.

C

Cardinal Health Company Overview

BUSINESS AND PRODUCTS: 
Cardinal Health’s primary focus is on distributing the pharmaceu-
tical and medical products and equipment that doctors, hospitals
and pharmacies use to care for patients. The company is organ-
ized into four divisions: pharmaceutical distribution and provider
services; medical products and services; pharmaceutical tech-
nologies; and automation and information services. In addition to
its U.S. business, Cardinal Health operates manufacturing and dis-
tribution facilities in 16 countries across the globe.

HEADQUARTERS: Dublin, Ohio

2004 SALES: $65 billion 

EMPLOYEES: 50,000

SOLUTIONS ENVIRONMENT: mySAP CRM (Interaction Center,
Deduction Management, Portal); SAP R/3

NUMBER OF USERS: 615

KEY EXECUTIVES INTERVIEWED AT

CARDINAL HEALTH MEDICAL PRODUCTS & SERVICES:
Scott Esposito, VP, Service Development
Kevin Smith, VP, Shared Services
Lisa Ashby, VP, Marketing & Business Development 
Mark Ciekutis, IT CRM Director
Sue Wolski, Director, Service Development 
Angie Perkins, Comptroller
Chris Sullivan, Sales Director
Pat Vichotka, Manager, Service Implementation
Sherry Strunk, Project Manager
Mary Jo Braigg, Manager, Order Processes 
Phil Wollar, IT Applications Architect

CARDINAL HEALTH AT A GLANCE

Cardinal Health distributes a range
of pharmaceutical and medical
products to doctors, hospitals and
retail pharmacies.
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• C A R D I N A L  H E A L T H  
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n an industry where margins are thin and competitors are tough, Cardinal Health

prides itself on a culture of operational efficiency to differentiate itself and opti-

mize profitability. Processes and customer retention are intimately connected as success

is dependent upon ensuring the right products and services get to the right customers 

on time and hassle-free. “Customers expect to have their issues handled quickly and

thoroughly, with clear, honest and proactive communications when problems do occur,”

says Scott Esposito, VP, Service Development. With so many moving parts—

distributors, product managers and customer service personnel—at every step,

operational excellence is a must to make sure business gets done efficiently.

However, Cardinal Health’s MP&S division had a distinct opportunity to improve

process efficiencies by integrating customer data and automating workflow. In 2001, the

division conducted a gap analysis to identify these opportunities points in customer

interactions.“We quickly found there were a number of opportunities for improvement,”

observes Lisa Ashby, VP Marketing and Business Development at Cardinal Health. “For

example, there were multiple MP&S people from different functions, all dealing with

customers, but with little coordination. Credit, sales and service were often all talking to

the same customer about inter-related issues.”

MP&S recognized the need to effectively re-invent customer-related service processes

to deliver a higher level of customer service. CRM was an obvious way to 

provide this level of service excellence. “We wanted to use CRM as a strategic tool to

I

Setting the Stage for Service Excellence

CUSTOMER SATISFACTION: A TIMELESS BUSINESS ASSET

For Cardinal Health’s MP&S division, customer service excel-
lence is a customer retention strategy. Scott Esposito, VP,
Service Development emphasizes this approach. “We have
conducted customer focus groups and surveys to identify
what is important to the customer and where we had 
opportunity to improve.”

MP&S’ recent customer survey shows that fill-rate (time from
order to delivery) of customers’ frequently ordered items and
good customer service were most important in choosing a
distributor, reporting 93% and 78% respectively. The survey
also identified that customer-facing processes, such as 
communications regarding backorders and returns, were not
meeting customers’ expectations. 

Esposito cites MP&S’ decision to implement mySAP CRM
helped address these process and service gaps. “We can
now highlight process successes, benefits and initial returns
as a result of improving the customer experience,” he 
comments. “The implementation of our strategy and mySAP
CRM will help improve our customers’ satisfaction.” 

Cardinal Health MP&S will continue to measure customer sat-
isfaction as a formal business performance metric, particularly
in light of its CRM-related process changes. “Not only will this
help sales, marketing and customer service meet customer
demands, it will also ensure that our strategy focuses on what
our customers value,” says Esposito.

“Customers expect to 
have their issues handled
quickly and thoroughly, with
clear, honest and proactive
communications when
problems do occur.” 

Scott Esposito 
VP, Service Development
Cardinal Health
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improve the customer experience,” explains Kevin Smith, vice president and general

manager of Shared Services at Cardinal Health. “We had no integrated customer data

repository across our regional service centers and our manual processes were 

inconsistent and costly. We were also very aware that customer relationship management

is as much a culture as it is a strategy or tool—we had to make sure we continued to

develop a customer-focused culture as well.”

“CRM would help us identify the opportunities we have to both improve the 

customer experience and drive costs down,” says Esposito.

Prioritizing customer relationships 
MP&S brought together a cross-functional team to create an over-arching customer

service excellence strategy and other initiatives that would drive growth. Team members

included representatives from the customer service center, credit department, IT,

inventory, upper management and any unit involved in affecting customer interactions.

“We brought all the right people together and brainstormed how we could improve

processes and the customer experience,” says Smith. “You really get everyone’s creative

juices flowing in that type of collaborative environment. Since it is a cross-functional

group, ideas were developed in interesting and innovative ways.”

DELIVERING VALUE FROM START TO FINISH

CONSUMERS

PATIENT/CONSUMER

Cardinal Health MP&S is the largest distributor of medical products and services in the U.S. The company
also manufactures many its own products and supplies. 

CUSTOMERS

HOSPITALS

LABORATORIES

DOCTORS’ OFFICES

SURGERY 
CENTERS

DISTRIBUTION

CARDINAL HEALTH

THIRD PARTY

MANUFACTURING

CARDINAL HEALTH

Cardinal Health brought

together a cross-functional

team to create an over-arching

customer service strategy 

and other initiatives that 

would drive growth.
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“We have a customer data
repository that everyone
can access and work
from—in both customer
service and credit.” 

Mark Ciekutis
IT CRM Director
Cardinal Health
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• C A R D I N A L  H E A L T H

From that work, the division identified its customer service center and credit

department as having the best opportunities for improvement—for MP&S, they are

the touchpoints with the greatest amount of customer interaction and where the

opportunity to leverage those interactions is the  strongest. While they often dealt

with the same customers, these two departments were not connected and did not

share information. This led to an opportunity to improve productivity and increase

customer satisfaction.

The customer service and credit departments combined their strengths to focus on

operational and customer interaction improvements. In this way, representatives

would be working from the same customer profile and have visibility into all of

MP&S’ interactions with a customer. “We were looking for ways to improve customer

service and reduce costs. Initiatives solely focused on cost saving efficiencies without

an improved customer experience were not high priority,” Esposito notes.

“With CRM, our service employees felt like we were investing in them,” explains

Ashby. “It was a positive and sincere message that we were investing in that area of the

business.” By building the infrastructure to be a better service organization, Cardinal

Health MP&S set the stage to grow the business differently than it had in the past.

o efficiently improve the customer experience and automate operations, MP&S

had to find the right technology to match its needs. At the time, customer 

data resided in paper files and multiple applications and databases. Cardinal Health

needed an enabling technology that would not only integrate customer data, but

would automate revamped processes and provide representatives with the right 

information to help them address customer needs.

Armed with its new customer service excellence strategy, the team began investigating

a CRM solution that would drive efficiencies and customer satisfaction improvements.

“In July 2001, we developed a business case and spent a lot of time on product selection,”

says Mark Ciekutis, IT CRM director. “We knew that a majority of CRM implementa-

tions failed, so we were focused on executing with results. We knew we had to drive CRM

through our operational infrastructure to achieve success.”

MP&S considered six vendors, evaluating them on technical architecture, business

process functionality and cost. The choice was narrowed to two, including mySAP

CRM. “We gave both vendors specific scenarios of how we thought we were going to

use the system and asked them to prototype how they would handle certain types of

customer interactions,” explains Pat Vichotka, manager, Service Implementation at

MP&S. “mySAP CRM met our business requirements.” The linkage of mySAP CRM

T

Building a Data-Driven Backbone
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and MP&S’ existing SAP R/3 back-end was also a critical factor and benefit.

“It is a very flexible system,” says Phil Wollar, IT Applications architect. “With mySAP

CRM, we are building a common repository of customer information across all 

service centers. Furthermore, we have put in place standard workflows and escalations

which have improved trackability, accountability and speed to resolve pricing or

returns disputes.”

In July 2002, Cardinal Health implemented three components of mySAP CRM in the

service center and credit department: Interaction Center (IC), Portal and Deduction

Management. mySAP CRM was linked with R/3, as well as an interface with the 

division’s product cross-reference and price analysis systems. MP&S began by rolling

out mySAP CRM and the new accompanying processes to a small regional group in

order to test and identify areas for refinement. With change management processes in

place, full roll-out to the rest of the regional service centers and credit department was

completed within 14 months of launch.

Today, all of the service centers, as well as the credit department, are using mySAP

CRM. “We have a customer data repository that everyone can access and work from,”

says Ciekutis. mySAP CRM also ties processes together, allowing Cardinal Health’s

agents to see a customer’s full story. “Ultimately, we will create a dashboard that shows

all the activity we have with a customer, a true 360-degree view,” Ciekutis emphasizes.

ENABLING OPTIMAL CUSTOMER INTERACTIONS

Through its portal module, mySAP CRM integrates customer, product
and pricing information for customer service and credit agents, giving
them a single, more efficient and consolidated view of information to
answer customer queries.

SAP R/3

CUSTOMER SERVICE
OR CREDIT AGENT

PRICE ANALYSIS
TOOL

PRODUCT CROSS-
REFERENCE TOOL

mySAP CRM

For MP&S, meeting customer

needs means more than 

efficiently delivering medical

products and supplies to 

healthcare providers —

it requires service 

excellence that goes 

beyond the transaction.
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or MP&S, meeting customer needs means more than efficiently delivering

medical products—it requires service excellence beyond the transaction.

Cardinal Health implemented mySAP CRM to gain a more comprehensive view of its

customers and the interactions with them. According to the ROI Review, customer

data integration and more consistent processes will yield $31.3 million in cost savings

and revenue contribution through 2008.

Before mySAP CRM, customer service representatives had to access many different

applications to find the data that would answer customer inquiries. Now, all 520 reps can

access customer information through a single sign-on to individual web-based portals.

“Having information in one location is a major step forward for our customer service

and credit representatives,” adds Sherry Strunk, project manager at Cardinal Health.

“Rather than accessing six different applications, reps now go to one location to 

cross-reference product availability, prices and other information for customers.”

Leveraging mySAP CRM’s workflow functionality, MP&S’ processes have been 

similarly optimized. For instance, reps had difficulty proactively alerting customers

when a product was on backorder. “Now agents can track products and tell cus-

tomers when they will get their order,” Ciekutis says. Automation and improvements

in the back order process alone contribute $1.75 million annually in cost savings,

while improving customer service.

Similarly, automating and optimizing the product return process has already 

yielded substantial benefits. “Before, it took us too long to process credits when 

a customer returned a product,” comments Vichotka. “The information was 

time-consuming for reps to access.”

Today, customer returns are coordinated through the mySAP CRM system. When a

return is requested, pre-defined milestones are triggered and monitored. Returns also

generate a pick-up notice that is sent to a driver’s handheld. As the product is picked

up at the customer site, dropped off at the warehouse dock, and placed back into

inventory, milestones automatically get updated and credit is issued to the customer.

“We built an automated decision-making process that expedites identifying the 

reason for return,” Vichotka explains. A shorter, more efficient return process and

other process efficiencies will result in over $14 million in cost savings through 2008.

Giving credit where it’s due
MP&S’ credit department has also experienced improvements in workflow and 

efficiency with mySAP CRM. Before, work processes among credit reps were manual and

inconsistent. “Our 100 credit reps deal with all of the regional customer service 

centers, and everyone had different processes for handling a customer issue,” says Smith.

Better access to more complete data provides reps with more visibility into 

customer interactions. This also reduces guesswork and eliminates the number of

F

Laying a Customer-Based
Foundation

• C A R D I N A L  H E A L T H

“Exceptional service 
is the key to customer
retention and growth.
Without consistent 
service, there is no 
foundation to build the
trust required to have 
a strong relationship.” 

Sue Wolski, 
Director, Service Development
Cardinal Health 
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“goodwill allowances”—or money MP&S reimburses customers because of an

unresolved issue or discrepancy—by $1.6 million annually.

More efficient processes increased representatives’ capacity to handle workload,

enabling Cardinal Health to allocate resources according to each credit rep’s

strengths. “Before, each rep had to do everything, from conducting research to

answering inbound calls,” said Smith. “By aligning reps according to their skills and

interests, we created a team to handle direct customer phone interactions and a sep-

arate research team to gather data on customer credit issues.” Doing more with less,

and doing it better, will contribute over $5 million in cost savings through 2008.
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RENOVATING THE RETURNS PROCESS

With improved workflow management and better access to customer information
from mySAP CRM, MP&S improved processes and efficiencies, reducing costs and
increasing productivity among customer service and credit representatives. 

RETURN PICK UP

Driver notified 
via handheld

Call customer 
to resolve and 

issue credit

Create return 
entry with 

appropriate 
reason code

Credit issued
if not already

done

Process 
all returns

immediately

Found in system?

Return to stock
Available to pick

No
Yes

Return Goods

Customer-Facing Processes

Back-Office Operations

Today, with mySAP CRM, 

all of MP&S’ regional 

customer service centers 

and the credit department

can access more integrated,

cohesive customer data.

Customer 

CUSTOMER SERVICE

Initiate return
entry

Driver
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Performance plus
For the Cardinal Health MP&S management team, increased visibility into  workflow

allows for proactive resource planning. “Now we can actually measure our customer

service representatives and see what takes the most time,” says Esposito. mySAP CRM

also enables us to capture decisions, track actions and the reasons for taking action,”

says Wollar. “This allows us to more proactively service all of our customers.”

“Customers are starting to see our representatives as more proactive than reactive,”

says Wolski. “We have introduced workflows into many of our processes like product

returns and backorders. We are also getting more proactive information to the cus-

tomer service representatives who are really in charge of the relationship at the time

the customer contacts them.”

More importantly, MP&S reps have favored many of the changes toward 

customer-centricity, enabling a smooth transition to new processes. “Compared to

where we were a couple of years ago, we have made great strides,” says Esposito.

• C A R D I N A L  H E A L T H

EMPLOYEE ADOPTION: PROVING THE VALUE OF CUSTOMER KNOWLEDGE

A customer-focused strategy, no matter how brilliant, is only as
good as those interested in making it work. In order to breed
success with its CRM approach, MP&S needed to promote
customer focus among its service centers and demonstrate
how a customer-centric culture can drive its business success.
Most importantly, 520 customer service reps and 100 credit
reps needed to know how the new customer-focused process-
es would make them more productive and effective.

Cardinal Health was well-prepared from the start. A sub-team
from the CRM strategy team visited each service center for three
weeks to train reps on the new functionality and processes, such
as customer returns. 

First, the team prepared each center’s leaders with responsibili-
ties and expectations. Each center designated a “master trainer”
to serve as the point person for the other employees. “We spent
the first week training on-site and supported the master trainers
during the second week as they trained the rest of the center,”
explains Pat Vichotka, manager, Service Implementation. Week

three was spent answering questions as more employees were
acclimated to the new processes and functionality. 

In addition to the supervisors and master trainers, the service
centers also designated a training network of super users who
acted as on-site peer coaches. Daily, these users asked col-
leagues about challenges and successes with the new cus-
tomer-centric approach to their roles. “We wanted to build and
keep knowledge within each facility,” Vichotka explains.
“Employees know they can go to the super users, then their
supervisor, then master trainers, then to corporate if neces-
sary. It gives reps local champions to sustain enthusiasm
about the project.” 

The ongoing support helps drive a customer-focused culture.
“Reps felt as if we were investing in them by helping them
become more productive with customers,” says Vichotka. “Our
CRM efforts have shown that a culture of customer service
excellence at Cardinal Health is not only imperative, but 
beneficial to growth and success.”

“We built an automated
decision-making process
that expedites identifying
the reason for return.”

Pat Vichotka, Manager, 
Service Implementation
Cardinal Health
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he ROI Review calculates that MP&S will realize an Internal Rate of Return (IRR)

of 70% within the next five years. The IRR is based on attributable benefits of

$32.9 million on a total investment of $16.3 million. This investment in mySAP CRM

includes hardware, license fees, software, training, maintenance

and consulting services. Benefit areas include:

Improved processes and operational efficiencies... The

integration of mySAP CRM with Cardinal Health’s internally

developed product information and pricing systems has

helped employees in the service and credit departments 

more easily and quickly access customer and product data.

Through 2008, cost savings from process improvements and

efficiencies will contribute $14.8 million in cost savings.

Shortened cycle times... With a view into every aspect of a

customer record, credit reps are turning around payments

more quickly. Getting a payment even a day early has signifi-

cant value, resulting in revenue contribution of $4.8 million

through 2008.

Reduction in “goodwill allowances”... Better access to better

data reduces unresolved issues and the guesswork around them. Reducing “goodwill

allowances”—or money MP&S reimburses customers because of these unresolved 

discrepancies in products received—will be reduced by $1.64 million annually.

Doing more with less... Streamlined processes save labor costs while improving 

customer focus. Resulting cost savings will add up to over $5 million through 2008.

The ROI of CRM

From improved productivity to increased sales, Cardinal Health MP&S continues to realize considerable
cost savings and revenue enhancements from its mySAP CRM investment. The ROI Review calculates a
projected 70% Internal Rate of Return (IRR) through mid-2008. The IRR is based on attributable benefits
of $32.9 million on a technology investment of $16.3 million. 

THE ROI OF CRM

2003/ 2004/ 2005/ 2006/ 2007/
2004 2005 2006 2007 2008 TOTAL

Attributable Costs $8.61 $1.97 $1.90 $1.90 $1.90 $16.3

Attributable Gains $2.19 $5.57 $8.05 $8.56 $8.60 $32.9

Yearly Net Cash Flow $(6.42) $3.6 $6.15 $6.66 $6.70 $16.68

ROI Calculation: IRR of 70%

T

$ IN USD MILLIONS

$0 $2.0 $4.0 $6.0

Lease Commitments

Ongoing IT/Business Support

Training/Travel/Relocation Expenses

Initial Development Labor

Maintenance, Hardware & Software

Deduction*

INVESTMENT BREAKDOWN

The breakdown above outlines Cardinal Health MP&S’ investment
related to the implementation of mySAP CRM.

*Indicates deduction for investment in hardware used for non-related applications.

$2.85

$6.18

$6.41

—$1.3

$1.87

$0.277
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P&S has seen a dramatic boost in the efficiency and effectiveness of its internal

operations thanks to mySAP CRM, but it’s not finished yet. The division’s 

focus will remain on continuously improving the customer experience. “Customer 

satisfaction is growing and there’s a closed loop for customer-facing processes,”

Ciekutis comments. The company plans to use mySAP CRM as a platform for growth,

which will allow for easier integration of acquired companies’ systems and the ability

to develop more customized services for its best customers. Similarly, MP&S’ success

can contribute to the broader enterprise’s customer strategy efforts.

Esposito emphasizes the need to further integrate customer touchpoints, information,

product data and the distribution process. “By consolidating information from the 

various disparate sources, we can create the knowledge to optimize processes that 

will improve the quality of the customer experience and boost our productivity,” he

says. With the stage now set for sustained cost savings and long-term growth, Cardinal

Health MP&S continues to build momentum toward its vision of becoming a more

customer-centric organization.

M

Creating a Platform for Growth

• C A R D I N A L  H E A L T H

1. Unify customer data
Process enhancements in Cardinal Health’s MP&S division—from
product returns to follow up on customer credit issues—have all
stemmed from integrated and centralized customer data. “Now
we have a customer data repository that reps can access,” says
Mark Ciekutis, IT CRM director. Productivity improvements in the
customer service center alone will contribute $2.9 million in cost
savings through 2005 and $14.9 million through 2008.

2. Collaboration is paramount
MP&S is certain that its cross-functional CRM team was pivotal
to the success of its customer service strategy and the imple-
mentation of mySAP CRM. “It was important for us to establish
a strategic CRM team, comprised of both IT professionals and
the business user community,” says Scott Esposito, VP, Service
Development.

3. Differentiate to succeed 
MP&S needed to differentiate its business by serving as more
than just a product and equipment supplier to its customers.
“Exceptional service is the key to customer retention and
growth,” says Sue Wolski, director, Service Development.
“Without consistent service, there is no foundation to build the
trust required to have a strong relationship for sustainable,
profitable growth.” 

4. Make it win-win 
For MP&S, implementing a customer strategy and mySAP
CRM would not only improve internal processes, it would
boost customer satisfaction. “We didn’t want this to just be
about us and efficiencies,” says Kevin Smith, VP, GM, Shared
Services. “Improving customer service excellence with CRM
would benefit both our customers and us.” 

THE FOUR POINT TAKEAWAY

“By consolidating information

from our various disparate

sources, we can create the

knowledge to optimize

processes that will improve

the quality of the customer

experience and boost our 

productivity.”

Scott Esposito 
VP, Service Development
Cardinal Health
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Peppers & Rogers Group is a manage-
ment consulting firm, recognized as the
world’s leading authority on customer-
based business strategy. Founded in
1993 by Don Peppers and Martha
Rogers Ph.D., the firm is dedicated to
helping companies gain competitive
advantage by identifying differences
within their customer base and using
that insight to maximize the value of
each customer relationship.

Our work is focused on driving bot-
tom-line results from the delivery and
implementation of customer initiatives.
Our goal is to develop and execute cus-
tomer strategies that create immediate
return on investment and long-term 
customer value. In this way, we help
clients optimize their most valuable
asset: their customer base.

In 2003 Peppers & Rogers Group
was acquired by Carlson Marketing
Group, the leader in relationship 
marketing. Peppers & Rogers Group’s
customer strategy expertise combined
with Carlson Marketing Group’s imple-
mentation capabilities offers an end-to-
end solution for clients who are working
toward the development and deploy-
ment of best-in-class customer-based
business strategies.

Peppers & Rogers Group maintains a
significant voice in the marketplace
through its media properties. These
print, electronic and custom publica-
tions explore the best practices, trends
and developments in customer strategy,
demonstrating how customer-based 
initiatives are driving bottom-line impact. 

ABOUT PEPPERS & ROGERS GROUP

For more information on
The ROI Review
please call 1-800-283-1SAP or visit
www.sap.com/solutions/crm/
customersuccess/roi.asp 
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About the ROI Review
The ROI Review, published by Peppers & Rogers Group, is a periodic report detailing the implementation

of enterprise-wide, client-server applications, specifically the mySAP CRM customer-centric solution.

ROI Methodology
To assess the overall financial impact of the mySAP CRM implementation, Peppers & Rogers Group uses

two core methodologies:

Peppers & Rogers Group’s proprietary ValueMap® tool is first used to pinpoint the financial impact of

specific elements of the CRM implementation on unique customer segments and treatment types. The

ValueMap® takes a “bottom-up” approach to determine both current and prospective results.

The methodology of the ValueMap® is to identify customer segments and touchpoints affected by the

mySAP CRM project and their related financial objectives. It identifies the specific functionality

enhancements as well as key metrics impacted by each enhancement.

The ValueMap® assesses the post-implementation levels of the metrics and models the positive impact

of the changes in cost savings or contribution enhancements. It then calculates total attributable gains

plus the direct investment costs and changes in any other overhead (staffing, agency fees, etc.). The

Return on Investment (ROI) calculation includes the cost of both external and internal implementation

work as well as incremental hardware.

In addition to the ValueMap® calculations, Internal Rate of Return (IRR) is used to determine the final

ROI of the implementation. IRR is the chosen ROI methodology because it is the most conservative and

explicit approach. Also, it is not dependent on estimating the appropriate hurdle rate (discount rate or

opportunity cost of money) to be applied.

The IRR methodology is applied to net cash flows generated over the relevant time horizon measured

in accordance with the Cash Flow Return on Investment (CFROI). This methodology has the advantage

of eliminating the impact of company specific taxation circumstances and policies, as well as national 

corporate taxation conditions in the various countries in which the ROI Review studies take place.
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