When And How to Automate

Pricing automation systems and software tools are gaining
more attention daily, as Al and machine learning are expand-
ing the scope of what jobs can be done and what processes
can be automated. These types of software systems can save
time, effort and money, but not without demanding a fair share
of resources first. In this article, the author explores several
factors — such as current processes and resources, and data
availability and quality — that should be considered before
moving to a new automation system. Kyle Thompson-Westra is
a Consultant at Wiglaf Pricing. He can be reached at kthomp-

sonwestra@wiglafpricing.com.
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oftware can save time, effort, and

money, but not without demand-

ing its fair share of resources first.

Business software systems

such as CRM (customer relationship

management) and CPQ (configure, price,

quote) help companies manage their com-

mercial and pricing activities. Many more

software companies focus on only one as-

pect of such activities, such as price ana-
lytics or data visualization.

For some large companies, their daily
activities would be nearly impossible with-
out such assistance. For others, such soft-
ware may address a real problem, but is
purchasing and implementing worth the
cost?

Here are some factors to consider be-
forehand.

Where Automation Is Best
Software that helps to perform certain
business tasks is getting better all of the
time. Al and machine learning are expand-
ing the scope of what jobs can be done.
However, software and automation is
still primarily best in the presence of three
factors:
= Lots of data: In order to find statisti-
cal patterns in data, you need a lot of it.
Machines are much better at handling
large datasets than humans are. Com-
panies that produce and/or consume
large quantities of data are particularly
positioned to benefit from software that
can help to manage and dissect all of it.
= Standardized data: Lots of data isn't
helpful if it isn’t in a format that is easily
read and compared. Companies with
different data systems and formats of-

tentimes will need to find a way to clean
and prepare it (on their own or with ad-
ditional software) in a way that is even
usable by other programs.

= Repeatable processes: Sometimes
the nature of a business means that
processes and activities are rarely con-
sistent. The flexibility of a human to un-
derstand, adapt, and adjust is there-
fore more important than the presence
of automation.
Let's say your company passes these

three factors. Software can help in theo-

ry, but what else is important to consider?

Relatively Stable and Effective Policy

Software is good at automating repeat-
able processes, but that doesn’'t make
them the right processes. Doing the wrong
thing efficiently isn't the same as doing
the right thing. There's a reason that Pe-
ter Drucker wrote about the effective, not
the efficient, executive.

Automating existing processes and
policy runs the risk of building a house
on a weak foundation. That is you should
first complete a comprehensive review of
the strategy and methodology behind the
tasks with which software will assist. This
will create a strong foundation upon which
to automate.

Efficiency should come after effective-
ness. Stable and effective policy ensures
that software makes the right things more
efficient. It also lessens the risk of requiring
substantial re-development in the future.

Vendor vs. In-House
Once a need for software has been
identified, a critical choice for companies

with more sophisticated IT teams is wheth-
er to develop such software in-house or
look to external vendors. Many consid-
er both, having internal developers “bid”
to some degree against outside vendors.

The benefits of using an external ven-

dor include:

1. Faster project: Since the vendor
already has a developed product, it
should be able to begin implemen-
tation sooner.

2. Best practices: Companies can
lean on the expertise of a ven-
dor that has worked in their field,
adapting to an existing framework
or methodology.

3. Cost: Depending on the situation,
the cost of an external vendor may
be less than the overall cost of de-
veloping, maintaining, and updat-
ing one’s own tool.

On the other hand, using internal re-

sources can have its own advantages:

1. Unique business: If your compa-
ny doesn't operate like many oth-
ers and wants to stay that way, it
may prefer to build a tool to its own
situation.

2. lterative approach: If company re-
quirements and processes are in
flux but the software need is not, it
may be more valuable to utilize an
agile methodology and accomplish
quick hits rather than look to solve
everything at once.

3. Cost: Needless to say, external
software can be expensive. Even
software-as-a-service (SaaS) pric-
ing models can be a substantial ex-
penditure. At times, internal IT may
be more cost-effective.

There isn't a simple answer that fits alll
companies and situations, of course. But
it is important to have a realistic under-
standing of the tradeoffs between the two.

Is Software the Only Answer?
Sometimes after identifying a problem
that could be ameliorated by software and
going through a vendor selection process,
the numbers just don't add up. Perhaps the
cost is an insurmountable burden, or the
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rollout timeline leaves you without a solu-
tion for too long.

Remember: doing nothing is also an op-
tion. And a perfectly acceptable one, if the
costs outweigh the benefits.

“Do nothing” in terms of software may
not be the same thing as “do nothing about
the problem”. Shifting an employee’s re-
sponsibilities, or hiring someone new, to
cover at least a portion of the problem
area could be a much better option. This
is especially true if the company situation
doesn’'t match many of the criteria under
which software is most appropriate.

Pilot for Testing

Assuming that you go the software
route, there is the question of how best to
roll out. Even if the software solution you're
considering can handle large problems at
the company level, it is still beneficial to fig-
ure out a way to have a pilot rollout.

Piloting is a way to demonstrate a quick
win for your change management. For ex-

ample, piloting a solution with one busi-
ness unit returns quantifiable results fast-
er. If such results are in line with or better
than expectation, they represent great am-
munition for expanding the scope to oth-
er areas of the company. If the results are

Even if the software solution
you're considering can
handle large problems at

the company level, it is still
beneficial to figure out a
way to have a pilot rollout.

poor, then the company has the opportu-
nity to adjust from learnings or abandon a
larger rollout.

Pilots are an opportunity to test imple-
mentation as much as software results.
Implementation is time-intensive for the

vendor and the customer. Any estimates
for timeline are contingent at best. Using a
pilot enables the vendor to familiarize itself
more with the customer’s systems while al-
lowing the customer to get more realistic
estimates for a larger rollout.

And Onward

Implementation, training, and user ac-
ceptance are time consuming. Schedul-
ing is hard. Things break. The role of the
project manager and the need for contin-
ued change management won't decrease
for many months, if not years.

This short piece barely scratches the
surface of what it takes to make a large
software decision. But by putting care-
ful thought in at the beginning of the pro-

cess, at the recognition of an issue, acom-
pany can increase the odds that a large
software implementation will have a posi-
tive ROl—and not cause more problems
than it purports to solve. %

PRrICING ADVISOR

JANUARY 2019



