Dell Direct

Profitless Growth (1990-1994) 

· sold standard PCs through the retial channel, where it could not take advantage of its customization capabilities

· Dell’s operating model and Spartan approach did not mesh well with the retail channel

Exlposive Growth (1994-1998)

· direct model only

· share from 3% to 12.7%

Dell’s Direct Model

· driven by industry slicing that took place in the mid-80’s

· focus on speed of execution and minimum inventory

· IT enables dell to tightly control its value chain and achieve a high degree of coordination

· Tightly coordinated relationships with suppliers, vendors and maintenance providers

Customer Segmentation

· DellPlus and Dell Financial Services applications installed in customer networks

www.dell.com:  natural extension of its business model (no channel conflicts)

· The Internet proved to be a natural, but much more efficient extentsion of Dell’s direct model

· Improved and more efficient sales and service functions

· Dell Premier Pages:  customized websiteds for corporate customers
· Stardard transactions like configuration, price quoting and purchasing

· Track orders and inventory

· On-line asset management support

· Account Execuitves now focused on higher value-added tasks

· The Supplier Web: makes suppliers integral part of strategy

· Suppliers shared info on capacities, inventories, quality metrics and costs

· Dell shared info on customer demand, product quality and technical customer requirements

· Intranet:  w/i company

· Increased speed of info flows, i.e., best practice dissemination

· Better tracking of customer response, i.e., conducting real-time experimental product offerings

· Changed ownership of info w/i the company and in its relationship w/ customers and suppliers, erasing the info boundaries that caused inefficiency

ERP Overview

“Information islands” – homegrown computer systems housed in different functions or org. units

· Problems:

· MAJOR:  hampers enterprise-wide performance by the lack of integrated information
· maintenance can result in substantial costs (Y2K)

Enterprise Resource Planning (ERP) is a complete solution – facilitates info sharing across organizational units and geographical locations, the backbone of enterprise-wide information sharing

· MRP just integrated manufacturing areas, not the rest of the enterprise (marketing, finance and HR)

· Provides consistency and visibility (transparency) across enterprise

· Data inputted only once

· Gains in productivity and speed

Competitive Groupings within ERP Market 

· Integrated suite of applications – an “end to end” solution for the entire enterprise

· Advantages:  only one vendor, seamless communication and interaction

· Niche products (supply chain mgmt., e-commerce) – “bolt-on” product

ERP package selection process

· one must identify

· System scope

· Business objectives

· Business processes

· Issues to consider:

· Management style of firm

· Time to implementation
· Technical issues
SAP Implementation
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Results:

· Improved customer focus

· Stronger knowledge of customer’s business through site visits

· Improved reseller satisfaction

· Reduced inventory levels, increased turns, consistent & shorter cycle time

· Improved metrics

· Delivery-based metrics implemented, shorter turnaround time, inc. completed order rate

Value Creation Process:  (competitive advantages – IT itself cannot be the sole source of advantage)

· Organizational Architecture

· Direct effects on the information architecture

· Focus (complexity reduction)

· Business network (overall supply-chain view)

· Visibility and effects on decision architecture

· Capability to change the business model

· Moving to the direct model

BP Case

BP’s road to success was a bumpy one, full of pitfalls and sharp turns

BP as an Industrial Age company

Diversification strategy in the 1970’s (poor Organizational Focus)

Robert Horton and John Browne enter the picture after Standard Oil’s misadventures in the ME

Project 1990

· Simplify and speed up decision making

· Vesting greater authority and responsibility in individual managers

· 4 Objectives:

· open thinking, personal input, empowerment, and networking

Failures in Organizational Architecture under Horton

· Information Awareness:  Horton misread oil prices, failing to listen and adapt to the voice of the market

· Decision Architecture:  Horton made decisions himself, treating others as “head gardeners”

BPX very successful w/ implementing Project 1990 under John Browne – result was HIGH IQ Company
· Decision authority moved to operating units (away from “command control”)

· Examples:

· Evaluation workshops

· Upward-feedback process

· Focus on “distinctive assets”:  disposing non-core assets, focus on elephants

Ultimate Organizational Architecture:

· Decision Architecture - Hub and spoke

· Internal Knowledge Dissemination – 

· Peer Group System (sharing among business units grappling with similar problems

· Job Rotation Program and peer assist

· Information Technology:  BP’s Intranet

· Virtual Teams (desktops w/ video cameras, enabling employees to have a virtual session anytime)

· External Information Awareness 
· looked to other companies for best practices

· close relationships between BP employees and outside organizations

· Focus

· Outsourced low-value-added activities

· Information Age Network
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Summary Points

· Evolution from Operational Excellence to Product Leadership

· Business network approach is very compatible with internet as interface

