SCENARIO: TeraTech

COMPANY OVERVIEW:

TeraTech is a five-year-old Customer Relationship Management (CRM) solutions provider in the pharmaceutical industry. A relatively new concept, CRM advocates developing a complete picture of an industry customer by evaluating relationships across products and services. Many suppliers offer CRM technology to help implement the concept, but CRM is not merely an outgrowth of software solutions. True CRM looks beyond the technical solution and ensures that the entire business is focused on serving the customer. 

Currently, TeraTech is a dominant player in this new arena. There are several other major players but as CRM offerings go beyond basic functions and into modeling and analytics, there may well be room for more. Logically, TeraTech would like to be a frontrunner as these applications develop, and is presently looking for growth opportunities. Though the company has been successful in providing operational CRM tools to pharmaceutical companies, it has proposed a new product that would combine TeraTech’s CRM expertise with analytics and modeling; the results would allow pharmaceutical companies to maximize the value of their data and refine their marketing efforts for maximum effectiveness. 

In the pharmaceutical industry, for example, salespeople have limited time to convince doctors that their products are effective. Because pharmaceutical patents expire and companies are often up against competitors who use direct consumer advertising, it’s crucial for pharmaceutical marketing to be ultra-efficient in both targeting and measuring results. 

With analytical software, pharmaceutical companies can use vast amounts of customer data to identify trends, understand customer behavior, explore what-if scenarios and predict outcomes. Data warehouses integrate data from all touchpoints to provide a unified customer view rather than a functional or product-oriented view. Predictive modeling tools like regression analysis can then transform this raw data into actionable information. Salespeople could, for example, present doctors with actual treatment success rates and side effects experienced by their full group of customers. Even doctors with small practices can feel confident in evaluating the benefits and potential risks in prescribing any given drug.

THE PLAYERS

Jack Dwyer, Chief Executive Officer (CEO):  Five years ago, at age 50, Jack founded TeraTech after 20 years with a leading technology service organization. In his previous job, Jack worked his way up through several marketing and sales positions, and was ultimately promoted to CIO.

Matthew Ranieri, Chief Financial Officer (CFO):  Matthew has been with TeraTech since it was founded. He brought with him 16 years of experience in the finance industry, including CFO positions at both a technology company and a semi-conductor company. He is 47 years old.

Christine DeFalco, Chief Marketing Officer (CMO):  Forty-eight-year-old Christine was hired from a major player in the analytical software industry two years ago. Prior to working in analytical software, Christine was Senior Vice President of Marketing for a leading beverage corporation. Christine believes growth opportunities for TeraTech lie beyond the pharmaceutical industry. 

Paul Ridner, Senior Vice President, Customer Service: Paul joined TeraTech a year ago, at age 41, after years in various senior leadership positions at a financial services company. In that year, Paul has managed to refocus TeraTech’s support services to more clearly understand customer needs. 

June Corso, Senior Vice President, General Legal Counsel: June is 54 years old and has held various general counsel positions at technology services, financial services and pharmaceutical companies

Wendy Martin, Chief Technology Development Officer (CTO): Wendy joined TeraTech in 2001, after 20 years in information technology leadership positions at a telecommunications hardware company and an electronics manufacturer

Chris Riggs, VP of Human Resources: Chris came to TeraTech from a credit card support company four years ago, at age 41.

JANUARY 2, 2005

E-MAIL

FROM: Jack Dwyer

TO: Team

RE: New Year Meeting

Team:

Happy New Year! I hope you all enjoyed your holiday weekend. Now that we’re back in the office, I know you’ve all been anticipating my annual New Year meeting, and I trust that you’re brimming with ideas to improve TeraTech in the upcoming year.

I am open to hearing any and all ideas, but want to pay particular attention to stimulating sales growth. Our sales rates were down in the last quarter and given the infancy of CRM, I don’t like that at all. I think the key is understanding the potential behind and developing a new analytical CRM product.

I also want to fill you on our latest customer research, which revealed some concerns that we’ll need to address.

I’m giving you all some food for thought in the form of the latest financial results from Matthew.
Thanks!
Jack
Attachment 

A: TeraTech Financial Results spreadsheet

JANUARY 4, 2005

E-MAIL

FROM: Jack Dwyer

TO: Christine DeFalco, Paul Ridner


RE: We need a plan!

Christine and Paul:

We had a good year last year, but if we don‘t resolve our customer issues, we won‘t repeat it. In planning for next year, I think it’s crucial that we address the customer service issues that Paul identified in his latest research.

More than that, we saw slowing growth near the end of the year. Part of that is the customer dissatisfaction but the other part is the increased competition in CRM. We can’t afford to rest on our laurels; we need to consider sources for continued growth and exceptional business results, not just for this next year but for two to three years out. 

I’d like to see preliminary plans when we have our New Year meeting, so that when I meet with the Board, I can give them a sense of our direction. E-mail me with any thoughts, concerns or questions.

Thanks,

Jack

E-MAIL

FROM: June Corso

TO: Christine DeFalco

RE: Partnerships

Christine,

Jack told me that you think partnering might be a way for TeraTech to access new technologies and industries outside pharmaceuticals. I can understand why marketing and product development would see a partnership as attractive, but legally, they can be very risky.  

Partners spend more time negotiating with each other than they spend trying to improve business. When contracts are violated -- and they can be easily -- the result is a lengthy court battle which not only drains resources but takes attention from the customers and the business. All that wasted effort and energy makes partnership costs skyrocket to the point that the relationship is no longer profitable. And if the partnership splits up, all confidential information that was shared with the partner can be used against you.

I’ve shared these concerns with Jack and he agrees that a partnership doesn’t make sense for TeraTech right now.

June

E-MAIL

TO: Christine DeFalco

FROM: Chris Riggs

RE: Maintaining staffing levels

Christine:

With all the talk of growth and new products, I’m putting in my two cents about staffing. To manage expenses for the coming year, it’s important that we don’t increase headcount. My current company-wide plan is to maintain last year’s headcount, or maybe even allow attrition to slightly decrease it. 

By next month, I’ll be announcing that there will be no new hires considered this year, and that any replacements will have to be Board-approved. Given the proposed environment changes, this will be challenging, but it’s critical that we operate with our existing staff.

Chris

E-MAIL

FROM: Wendy Martin

TO: Christine DeFalco

RE: Skill assessment 

Christine:

Jack’s really been talking up the development of this analytical tool for our CRM. Obviously, I’m concerned about how this product is going to be supported and developed. My team is already stretched to its limit with upgrades and customer support for our existing product. And as the sales teams works to meet its new quotas, we’re going to be working overtime to keep up.

Perhaps most important, especially to you and Jack, I’m frankly not sure that my team even has the skill set required to develop and support an analytical product.

Those are my thoughts.

Wendy

JANUARY 9, 2005

E-MAIL 

TO: Jack Dwyer

FROM: Christine DeFalco

RE: This morning’s meeting

Jack: 

Just to make sure we’re on the same page, here’s what I took away from our impromptu meeting this morning:

*Our customers are concerned about our current product functionality and it’s lack of any analytical capability to drive a return on their investment. 

*Possible causes include exposure to other products that have this capability, the newness of CRM and lack of trust in its merit.

*You’d like me to commission a study that will determine if these issues exist industry-wide both in pharmaceuticals and pharmacy-related CRM.

I’ve attached a copy of that customer feedback report you requested.

Christine

Attachment

B: Customer Feedback Report

JANUARY 11, 2005

E-MAIL

TO: Marketing Team

FROM: Christine DeFalco

Team,

In our continued efforts to move toward introducing an analytical product, we’re going to develop a preliminary marketing plan to present to the Board of Directors next month. In anticipation of that, I’d like to see reports on the following by early next week (the name in parentheses is the person responsible for the report):

*Marketing Mix: How will this product be priced, promoted and placed?  The sales team will provide preliminary sales forecasts and I’ve requested cost estimates from technologies (Susan).

*Pharmaceutical Industry Trends: These are our customers, so please be sure that plans meet their needs as identified in key industry reports (use the Business Insights report: The Pharmaceutical CRM Outlook) and that issues identified by our current customers (see Paul Ridner for the customer feedback report) are addressed. Determine if there are new industries with similar needs (Nate).

*SWOT Analysis: Conduct a SWOT Analysis for TeraTech that we can leverage in developing our marketing plan (Tanya).

*Competitive Analysis: Locate reports that explain how our key competitors are approaching the pharmaceutical industry. Include pricing, product, and strategy information (Andrea).

Please share your drafts as soon as they are available.

Regards,

Christine

JANUARY 12, 2005

E-MAIL

TO: Wendy Martin

FROM: Christine DeFalco

RE: Skill assessment

Wendy,

Thanks for sharing your concerns; I appreciate your perspective on the skills and challenges faced by your team. At this point, Jack has only asked to see preliminary plans for the analytical product. It’s still too early to determine what kind of internal changes will be necessary to move forward with it. I know that Jack is really hoping our feasibility research shows that this could be the thing that moves us back into double-digit growth. If that’s the case, I’m sure there will be a budget to beef up your staff.

My team is putting together a preliminary plan for Jack to review and present at the Board of Directors meeting next month. If I send you a rough draft, could you draw up some cost estimates for the plan?  We’ll need the costs for development and on-going support (fully loaded) plus an idea of the development timeline. I realize they’ll be rough but your best guess should be enough to get us started.

Regards,

Christine

JANUARY 16, 2005

E-MAIL

TO: Jack Dwyer

FROM: Christine DeFalco

RE: Study results

Jack,

Here’s the report on that study we had done. Let’s discuss it later.

Christine

Attachment 

C: Study report addressing changing needs for CRM in the Pharma industry

JANUARY 30, 2005

E-MAIL 

TO: Christine DeFalco

FROM: Wendy Martin

RE: Cost estimates

Christine,

I’m not sure how exactly we would support this new product but I‘ll be watching with interest. My team’s preliminary best guess puts the overall cost of developing this product at $100MM from conception to roll-out, which we figure would take about two years. We guestimated based on products we’ve developed to date, but keep in mind, this estimate also assumes that we will somehow acquire or hire the skills currently lacking on our team.

Wendy

FEBRUARY 6, 2005

E-MAIL

TO: Jack Dwyer

FROM: Christine DeFalco

RE: Meeting minutes

Jack --

Here are some key notes from my team’s meeting today.

*Sales team members are optimistic about being able to sell an analytical product to their customers and, in fact, believe that many of their customers are already considering purchase of an existing product from one of our competitors. 

*Three customers were targeted as likely guinea pigs for the new package. If we can establish a successful track record with those three, sales thinks selling the product to the rest of our customers will be a snap. More, they think our total package -- our current CRM plus the analytics -- will draw new customers.

*I shared the Pharma report learnings, mainly that the industry has gotten ultra-competitive and companies are looking to be both efficient and effective in their marketing efforts. They need analytics to support and drive their marketing and sales efforts.

*The product needs to include the ability to create models using data collected from disparate systems.

* Preliminary pricing 
Annual Sales Revenue (per customer): 

Software: $3MM (one time) 

Implementation Support: $5MM (one time) 

Licensing Fees: $1MM/year (ongoing)

My team and I think that we should move forward and develop a high-level plan for you to present to the Board, but I have concerns about timing. Do we have the resources to develop this product quickly enough to be competitive with those who already have it in the works? If not, what are our options?

FEBRUARY 13, 2005
COMPETITOR PRICING REPORT
Report shows CRM pricing information from key competitors
Base Software 
Company A $1.5MM 
Company B $2.5MM
Company C $5MM
Company D $1MM 
Company E $8MM 

Annual License (per seat)
Company A $1,000
Company B $850
Company C $1,500
Company D $350
Company E $2,750

