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Introduction and
Company Profile

The Owens {:{:n'ning I ihﬂrglaa Corporation
was lormed 1n 1938 as an {':qual—partnf:r venture

between the Owens-lllinois Glass Cnmpan}f of

Toledo, Ohio, and Corning Glass Works of Corning,
New York. In its first year, the [ledgling compa-
ny introduced fiberglass insulation and furnace

filters manulactured in a converted gla&'ﬁ hottle

plant in Newark, Ohio. In the 1940s, the company

developed glass liber materials as reinforcements

for plastics, creating the glass fiber industry. Glass

[ibers were the mainstay ol the Owens ('Iﬂr_nin_g

business for the next three decades.

In the late 1970s, as part of its global expan-
sion and continued strategy ol innovation
leadership, Owens Corning bought a large rool-
ing and industrial asphalt manufacturer and
replaced the shingles” organic underlayment with
more durable fiberglass mat. Soon most of the
residential roofing industry converted to this
improved product and Owens Corning emerged
as the nation’s leading producer ol asphalt shin-
cles, a position still held today. Owens Corning
INK Fiberglas® insulation was introduced in
9560, followed by the introduction of the Pink

Panther advertising campaign in 1980. In 1987,
Owens Corning made legal history by becom-
ing the first company to trademark a color, in this
case, PINK.
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At the end of 1998, the company had approx-
imately 20.000 employees in more than 30
countries, and sales of $5 billion. Building on
the company’s leadership position and brand
strength in the glass fiber and roofing industries,
Owens Corning has recently diversified into com-
plementary material markets such as foam and
mineral wool msulation, vinyl siding and acces-
sories, cast stone products and rainwear (i.e., gutters
and downspouts). In most instances, Owens Corning
is the leader in these newly entered arenas. In 1996,
the word Fiberglas was dropped from the corpo-
rate name to reflect the transition from a glass fiber

company to a broad-based materials company.

The company operates in two major market
segments — Building Materials and Composite
Systems. The produets offered by the two seg-
ments are shown in Figure 2. In 1997, Building
Materials accounted for about 75 percent of total
company revenues with the rest coming from
Composite Systems.

The Building Materials segment at Owens
Corning 1s divided into three main businesses—
Exterior Systems, Roofing Systems and Insulating
Systems —which provide high-performance solu-
tions for residential, commercial and industrial
markets around the world. In the residential mar-
ket, Owens Corning holds the leading market share
in all three product areas. In the commercial/
industrial market, Owens Corning is a leading sup-
plier of insulation and specialty asphalt.
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Owens Corning is the world’s leading pro-
ducer of glass fiber materials used in composites,
which are fabricated material systems made up of
two or more components (e.g. plastic resin and
olass fiber) to replace traditional materials such
as aluminum, wood and steel. Composites Systems
operates in North America, Europe and Latin
America with affiliates and licensees around the
world, including a growing presence in Asia Pacilic.
The growth of substituting traditional materials
has been driven by composite materials” many
advantages over traditional materials, such as lower
assembly and lifecycle costs, lighter weight, high-
er strength, greater stability, corrosion resistance,
advantageous electrical properties and enhanced
design {lexibility. Depending upon the end-use
application, the raw materials for composites move
through different manulacturing process chains,
ultimately finding their way to consumers through

myriad markets worldwide.

Fig. 1

DWENS CORNING AT A GLANGE

Sales
S5 billion in 1998
Number of employees
20,000 in 1998
Operations:
103 plants in 30 countries
Products:
Building Materials Systems Business
Insulating and acoustic systems including glass wool
fibers formed into thermal and acoustical insulation, and
extruded and expanded polystyrene insulation. Roofing

systems including roofing shingles and asphalt materials.

Exterior systems including vinyl and metal siding and
accessories, cast stone building products, and branded
housewrap, windows and doors.
Composites Systems Business
Glass fiber rovings, mats and veils, strand and reinforce-
ment products, yarns, glass reinforced plastic pipe for
end-uses in building construction, automotive, electron-
ics, telecommunications, and consumer markets.
Key Executives:

Glen H. Hiner, Chairman of the Board and

Chief Executive Officer
Michael D. Radcliff, Senior Vice President,

System Thinking Information Group

Source: Owens Corning
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The primary end-use markets for Owens
Corning’s glass fiber materials are automotive,
building construction, electrical/electronics, infra-
structure and consumer recreation. Overall,
approximately 65 percent ol production is sold
directly to external customers, who are predom-
inantly plastics and roofing companies. Twenty
percent is used internally for roofing and large-
diameter pipe products and the remaining lilteen
percent is sold to specialized industrial distrib-

utors, who re-sell to the plasti{:a industry.

J. Thurston Roach, Chief Financial Officer

Robert C. Lonergan, Senior Vice President
Strategic Resources

Maura J. Abeln, Senior Vice President, General
Counsel and Secretary

David L. Johns, Vice President and
Chief Information Officer
Building Materials Systems Business

Domenico Cecere, Senior Vice President and President,
North America Building Materials Systems Business

Rhonda L. Brooks, Vice President and President,
Roofing Systems Business

David T. Brown, Vice President and President,
Insulating Systems Business

Richard D. Lantz, Vice President and President,
System Thinking Sales and Distribution Business

Michael H. Thaman, Vice President and President,
Exterior Systems Business

Carl B. Hedlund, Vice President and President,
International Building Materials Systems Business
Composites Systems Business

Heinz-J. Otto, Vice President and President,
Composite Systems Business

Jean-Francois Santicoli, Vice President and
President, Engineered Pipe Systems
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Business Ghallenges

CIEO Glen Hiner joined Owens Corning in
1992 after a 35 year career at General Electric.
When he accepted the job, Hiner was running GE’s
plastics business, leading it from $750 million
to $5 billion in annual sales over a thirteen year
span. With a desire to run his own show, Hiner
was willing to take on the daunting task ol revi-
talizing Owens Corning, a mature company with
stagnant sales, zero productivity growth, obso-
lete sales practices and an in formation system that
reflected the fragmented and outmoded busi-

NEess Processes it was dﬂﬁigr]ﬁd Lo su ppt'mrt.

A 1986 hostile raid by Wickes Companies,
Inc. had foreced Owens Corning into a drastic
re-capitalization that set the tone of the company
for years to come. The brutal takeover battle left
the company with long term debt of $1.6 billion
and shareholder’s equity of negative $1 billion.
With a focus on managing cash flow, company
leadership throttled back investment, thus stag-

nating sales for the next seven years. Hiner states,

C1E0O Glen Hiner.
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“The old culture had a very clear vision —raise
cash to reduce debt” Productivity also suffered
from this scrimp-and-save mindset. Without the
cash to invest in new processes and machinery,
Owens Corning’s annual productivity improve-
ment fell to zero. In an industry where productivity
determines success, Owens Corning was quickly

luﬁing gruund to competitors.

Another p roblem Hiner inherited was a sales

and distribution organization that was out of step

with the changing dynamics of the marketplace.
Owens Corning was focused on materials, but cus-
tomers were asking lor more than just products:
they were seeking one-stop solutions for their pro-
jects. Organized by product line, the sales and
distribution organization was incapable of easi-
ly offering big box retailers like Home Depot or
Lowes a multiplicity of produets that could m turn
be sold to consumers as a solution. Says David
Johns, VP and CIO, “You could have a four car
wreck in a customer’s parking lot, all of them dri-

ven by an Owens {'_]m'ni:ng aall_ff:s]mrsn;_:nn_.“

The information system, like the sales and
distribution organization, had been built around
products. The result was a hodge-podge of 200
legacy systems, each dedicated to a narrow task or
set of tasks. Owens Corning, spending $35 million
per year to maintain the legacy system, was begin-
ning to realize the systems were quickly becoming
irrelevant to the business. The system could not
accommodate big box retailers who needed sup-
pliers with a sulliciently sophisticated logistics
capability to elliciently manage their own inven-
tory. Additionally, the system did not support a
sales and service organization shifting towards sell-

ing solutions instead of products.

Growth Strategy

In 1993, Hiner launched an assault on Owens
Corning’s business challenges, attacking on mul-
tiple fronts. Hiner quickly set an ambitious agenda
for the year 2000 which included, among other
orowing the business from $3 billion
to $5 billion in revenue, Increasing productivity

objectives,
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Fig. 2

DWENS CORNING OPERATES IN TWO MAJOR SEGMENTS —
BUILDING MATERIALS AND COMPOSITES SYSTEMS

_Campnsstes Systems
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* Vinyl siding * Shingles * Glass Fiber e Chupped
» Metal siding * Underlayment Insulation strands
* Rainwear * \entilation * Foam Insulation  Continuous
(gutters and (including vinyl ¢ Mineral Wool rovings
downspouts) soffets and Insulation * Mats and veils
* Cast stone rafter roofing e Engineered
* Windows and vents) fabric
patio doors * [ndustrial * Yarns

and specialty
asphalt

* Housewrap

Source: Owens Corning

Building Materials accounted for 75 percent of total company revenues in 1997,

6% per year, growing earnings twice as fast as rev-
enue growth. Said David Johns, “In essence what
we wanted to do was create the company that
would put us out of business.”

Hiner’s growth agenda contained three strate-
oic elements. First, leverage the Owens Corning
brand which has a lead of seven to one in unaid-
ed brand awareness over its nearest insulation
competitor. To Owens Corning that meant migrat-
ing into new products and services that were logical
extensions of what they already did. Hiner said,
“Our brand is a key element in advancing our win-
ning spirit...our brand is the tool to differentiate
our products, systems and services from all oth-

ers.” Second, grow through ageressive acquisitions
and diversify into fast-growing markets. Owens
Corning needed to fill in its product lines so that
it could supply more of what was needed to build
a house. In 1993, the company estimated that
its average potential take per home before fill-
ing out its product line was about $1.000.
Seventeen acquisitions later, the company 1s now
able to supply $5.000 of building materials, as

shown 1n Figurc 3.

The third and final element of Hiner's strat-
egy was to adopt a System Thinking™ mindset.

Although not introduced formally until 1997, a

gmwlh strategy built on this concept -signa'lafi a

Reproduction Prohibited. Copyright 1999, The ROl Report.
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System Thinking is
our primary means of
leveraging value and

elevating our brand.

Fig. 3

SYSTEM THINKING FOR THE HOME
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Source: Owens Corning

Owens Corning’s material opportunity per home has grouwn
as a result of its acquisitions.

move away [rom an individual pr{:rdur:t mentali-

ty, and toward a focus on the complete needs ol
the user of the of the products. Hiner stated.

“S}rstﬂm Thin <ing is our primary means ol lever-

aging value and f-::'Emfal'ing our brand.”

An example of System Thinking in Building
Materials 1s a program for distributors and do-
it-you rsell focused home centers. The {:rhj ective of
the program, called Category Management, 1s to
improve consumer knowledge, merchandising, dis-
pla}f and inventory levels by working with channel
partners. In a test market trial of the program,
stores that have parti{:ipamd in the Calf:gnr}f
Manﬂgement program have experienced dou-
ble-digit sales growth in many Owens G(.H‘T’]iﬂg
pmduct lines.

b Reproduction Prohibited. Copyright 1999, The ROI Report.

The concept ol System Thinking 1s also being
applied successlully in Composites Materials.
A manufacturing customer trying to replace wood
with composites on a large order for utility poles
came to Owens Corning requesting a price
decrease on glass fibers. Instead of simply cut-
ting the price, a cross-functional team brought
together by Owens Corning worked on improv-
ing the process and lowering costs throughout
the supply and production system. The resulting
change in the customer’s manufacturing system
increased throughput and reduced the amount

of material needed.

According to Hiner, “System Thinking reflects
what we understand about how elements of a
system lit together and perform better than any-
one else. We produce shingles, but we ofler roofing
systems, including not only accessories, but also
a warranty. This concept creates value in the
minds of those who purchase our products.

systems, and services.”

With a strategy in place to address growth,
Hiner set his Sights on improving pmdm_:tivit}f
by 6 percent per year. Key goals were to reduce
working capital by slashing inventories; maximize
the use of manufaf:turing and warehouse facilities
by implementing an integrated forecasting, pro-
duction and inventory 'p]anning process: and
reduce logistics costs h}f optimizing the way they

moved material from one location to another.

As part of the new strategy, Owens Corning’s
senior executives adopted a new Global Enterprise
Process Model approach as shown if Figure 4.
“We knew that in order to be successtul as a busi-
ness, we needed to move from a functional way of
working to a process orientation,” says Radclll.
“This would allow us to focus on our customers

and target Epm_:iﬁ{: outcomes.”

While the successtul implementation of busi-
ness strategies was crucial to Owens Corning’s
turnaround, considerations regarding the cor-
porate culture had to be addressed as well. Betore
Hiner's arrival, the established culture was cen-
tralized, complacent and internally focused with a

North American perspective rather than a global

T
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one. A strategy was develo ped based upon a new
set of core values: customer satisfaction, indi-
vidual di_gnit}! and shareholder value. The new

corporate culture puahed the decision making

down to line management which in turn sparked
a strong sense of empowerment throughout the
company. With this additional decision mak-
ing, however, also came accountability. Owens
Corning established a set ol metrics known as
“outcomes” that measured the effectiveness of
the strategies used to achieve specific business
objectives based on customer focus, process capa-

bilities and pmduut:ivity.

Owens Corning recognized that business
processes that are paced by paper were usually
slow and inefficient. Therefore, in addition to
the operational goals outlin ed below, a key objec-
tive of Advantage 2000 was to achieve an 100
percent paper-free environment on internal trans-
actions and 50 percent on external transactions

by 1997.

The most striking symbol of the renewal of
the 59-year-old company 1s the gleaming new cor-
porate headquarters on the banks on the Maumee
River. Costing $100 million to build, its bright,
open and efficient spaces promote the company’s
culture of openness, teamwork, diversity and tech-

ﬂnlmg}-’ intensiveness.

Fig. 4

ENTERPRISE PROCESS MODEL

Market
Strategy &
Business
Development

Product
Develop-
ment

Source: Owens Corning
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IT Implications of
Growth Strategy

The implications of Hiner’s agenda on infor-
mation systems were considerable. The system
needed to be able to support sales of solutions and
systems (as opposed to individual products);
accommodate a flexible logistics capability to serve

increasingly demanding retailers; support easy
access to consistent global data; and allow easy

integratiml of future acquisitions.

A critical component of the implementation
of the strategic initiatives was a re-engineering
and technology effort, known as Advantage 2000,
designed to help Owens Corning reach the aggres-
sive business goals it had established. Pairing
simple, common, global processes with state-ol-
the-art technology, Advantage 2000 was intended
to provide Owens Corning with world-class oper-
ating systems and capabilities. This was an
enormous undertaking given the entrenched cor-
porate culture that continued to prevail. Business
units were managed as stand alone silos with a
product-centric approach. The Advantage 2000
Project facilitated the shilt from this model of dis-
parate parts to one of uniformity across business
lines that would share common global processes

and information.

(heens Cf}rning udupn?d a new gfubr.‘:;! enterprise process model that f‘.‘il’.i’irlﬂhflﬁiszff a ;J!‘f}f?#ﬂ#!‘;rwﬁti uppr{m.r:h, to the business.
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We knew that in
order to be successful
as a business, we
needed to move from
a functional way of
working to a process
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Advantage 2000
pairs simple, common,
global processes
with state-of-the-art
technology.
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The Advantage 2000 project would support
the three core values in the following ways:
Contribute to customer satisfaction by enabling
worldwide product availability, real-time pric-
ing, commitments to delivery dates, and accurate
order status at anytime; enhance individual

Fig. 5

FOCUS ON OUTCOMES
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Focus on Process Capability
» Material Flow Optimization
® Minimize inventories, optimize

manufacturing process
® Plan material, manufacturing
and distribution requirements —
determine production levels
» Order Fulfillment
¢ \World-wide inventory and
productivity visibility
® Price, material and delivery
confirmation
» Forecasting
® Consistency and accuracy from
sales organizations
® | owest cost or highest margin models

Source: Owens Corning

Owens Corning combined benchmarking information with
performance metrics to set world-class outcomes.
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real-time information at the lingertips of any-
one in the company who needed 1t anywhere; and
increase shareholder value through productivity
enhancements, improving the quality of pre-tax
earnings by more than one percent of sales.

Reengineering the IT
Organization

When Michael Radcliff joined the company
in May 1994 as CI0O, his key challenge was to trans-
form the IS organization so that it was aligned with
the business transformation initiatives. “We real-
ized that the IS organization didn’t have the
capabilities needed to manage a large project that
required a partnership with the business, nor
did they have the requisite client server skills,”
stated Radclitf. “We knew we had to radically
change the IS organization, but didn’t know what
it would look like or how to get there.”

Prior to Radcliff’s arrival, approximately 90%
of the IS budget was directed at legacy system sup-
port rather than new development. In addition,
the rest of the organization assumed that 1S would
build systems to support whatever new process-
es were beimng developed by three separate
re-engineering efforts. Radcliff became concerned
that this approach would lead to a sub-optimized
solution for the corporation. “There was no
integration across the reengineering teams and
it was becoming obvious that the systems for the
separate reengineering etforts would lead to silo
solutions,” stated Radcliff. A major hurdle was
to re-orient the teams towards global, company-
wide core processes that could be supported by

an enterprise-level systems solution.

Radcliff began the redesign of the IS orga-
nization during a two-day retreat with the IS
management team. In that retreat, he shared his
vision for the 1S organization which supported
CEO Hiner’s vision for a new Owens Corning work-
place. As Radchift worked with the world

h(ﬁldl’ltiﬂl‘[ﬁl‘ﬁg plﬂrming oroup over the next six
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months. his idea for a high [H-:rl.'ﬂrrrlﬂmjt{-: S orga-
nization was shaped and revised. By early 1995,

the new organization began to crystallize.

A key part of Radclitf’s strategy for reengi-
neering IS was to search for an outsourcing partner
to provide legacy systems operation and support.
The outsourcing of Owens Corning’s legacy sys-
tem was considered critical for three reasons. First,
it would allow the IS organization to focus on
acquiring the systems integration and project man-
agement skills needed for the Advantage 2000
megaproject. Second, outsourcing the legacy
systems sent a clear signal to the organization that
the old systems were “ships to be burned” as
the new systems came on-line. Third, it moved the
company from fixed cost to variable cost fund-
ing ot the legacy systems maintenance. This
enabled Owens Corning to redirect a total of $60
million in maintenance costs to fund the Advantage
2000 project. In January 1995, network and data
“commodity” operations, along with more than
200 legacy systems, were outsourced. The out-
sourcing included the transfer of about 50 15
personnel from Owens Corning.

Fig. 6

HIGH PERFORMANGCE IS ENVIRONMENT

i
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The IS organization was being translormed
into a matrixed, team-based, high-performance
environment with three primary components. First,
cross-functional Global Development Teams of IS

and business {-:-:mpl(;a}fm{fﬁ were made I‘t’:Sp{}HSib..fE

for delivering “products”™ which essentially
combine processes and systems. Second, the
Technology and Architecture Group, some of which
1s outsourced, was responsible for the global
computing environment including voice, data,
technology support and desktop needs. Third, the
IS Capabilities Group was given the responsi-
bility for providing standard processes, project
management, technical applications, deployment
and security for the Technology & Architecture

Gmup and the development teams.

“Unlike conventional IS organizations, the
High Performance Environment depicts how peo-
ple are organized to do work,” says David Johns.
“Organization charts generally do not depict how
work tlows. Iiven though most IS organizations do
projects, these projects are not usually depicted

on an IS organization chart.”

GLOBAL DEVELOPMENT TEAMS
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Source: Owens Corning
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The new IT system

needed to support

sales of solutions
and systems.

Reproduction Prohibited. Copyright 1999, The ROl Report. 9



the RO1 Report

 Featured Company:

Owens Corning

Unlike conventional
IS organizations,
the High Performance
Environment
depicts how people
are organized to
do work.

B T TP e

EYEEEEEEES P P S oy S S e e

Although the new IS group was now con-
_I’igurf-:d to support the enterprise process model,
Owens Corning quickly realized that their overall
organization was not set up to deliver optimum
business outcomes. In order to achieve the busi-
ness goals, a new organization was formed, called
the System Thinking | nformation Group, which
was given the joint responsibility (with the busi-
ness units) of delivering results by maximizing
major business processes, resource allocation and
technology. This organization was made respon-
sible for operating the key processes and working

with each business unit to translate their gl(.}hal
and business unit strategies into the dﬂ}?‘tﬂ“da}'

execution of the process.

As shown 1n Figure 7, the System Thinking
Information Group is organized around three
major business processes. The Customer Operation
Group is responsible for the process that begins

Fig. 7

with an order and ends with cash receipt. The
Materials Management Group includes forecast-
ing, production and inventory deployment plan
development. The Logistics Group is responsi-
ble for the process that manages material from the
distribution center to shipment and receipt by the
customer. Radclitf, reflecting on the new orga-
nization, said, “This organization not only enables
us to drive towards our agreed upon outcomes,
it also provides numerous other benefits as well.

Ve think it 1s the best way to deliver System
Thinking to the customer. The organization pro-
vides a platform for repeatable solutions, quicker
resolution of problems, as well as consistent train-
ing, certification and performance management.
By centralizing process accountability, we are able
to leverage the collective learning and expertise
of the people who are operating in the system
on a regular basis and provide specialized lead-
ership m process and technology.”

SYSTEM THINKING INFORMATION GROUP ORGANIZATION

Source: Owens Corning

10 Reproduction Prohibited. Copyright 1999, The ROI Report.
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Choosing SAP R/3

After senior executives reached consensus on
the global process model, a search was executed
to identify and select an olf-the-shell enterprise-
level system solution to support common business
processes and decision making on real-time infor-

mation across multi-national and multi-}ingual

husiness units. Karly on in the process, Radclilf

advocated an open systems solution based on state-
of-the-art client server technologies and quickly
oained support for this approach. Inherent in this
model was the transition to a UNIX operating envi-
ronment and relational database technologies.
Additionally, a common desktop technology solu-
tion was implemented throughout the organization,
replacing older machines and the multiple plat-
forms, while simultaneously providing training to

a large number of business users.

Owens Corning followed a two-phased
approach for the evaluation and selection of their
software solution. In the first phase, potential solu-
tions were evaluated according to functional,
technical and commercial criteria. “At the begin-
ning of the selection process, I challenged the team
to find the best solution by telling them they could
have any software solution thr-::y wanted except

SAP. I wanted to make sure we considered all of

the possibilities. Based on the evaluation criteria,
two solutions made it to the second phase —Oracle
and SAP. Radcliff and his team asked the sup-
pliers to configure the system as it would exist
in a re-engineered Owens Corning environment.
“Once we had the systems contigured, we imvit-
ed the businesses to come in and kick the tires”
said Radcliff. “In the end, we could not find any-
thing better than SAP R/3.

SAP R/3 Implementation

In April, 1995 Owens Corning embarked on
a very aggressive 100-week implementation sched-
ule for business process redesign and legacy
systems replacement with a SAP global client serv-
er solution. “We chose the *big bang” approach

Michael . Radeliff, SVP System Thinking Information
Group.

to iﬂlplﬁ:H]E&Htng SAP - this increased the like-

lihood of continuous support hy the kf:.y senior

business executives belore project completion.”
[‘(:[]ﬂ]‘t{-“.d David Johns. “The rationale was that the

pain would be the same to achieve integration,

whether an aggressive schedule was followed or

not. In addition, the 100-week schedule also helped

IS and business managers have an end in sight.“
The scope included:

» SD — Sales., customer information and
order management

» PP - Production planning and plant
maintenance

» Logistics, warehousing and inventory
management

» MM — Materials management

» 1'1/CO - Accounting and financial

ana.[ysia
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The project was Urgani:-zed as shown in Figure

8. A Presidents Council, comprising the busi-
ness unit presidents, who had never worked
together before, was established to address deploy-
ment 1ssues and manage cross-process changes.
In addition, this group was responsible for artic-
ulating Advantage 2000 outcomes. The Process
Executive Council was responsible for aligning
elobal process strategies and operating procedures,
setting priorities, establishing resource require-
ments and resolving issues that affected multiple
businesses or regions.

Cross-functional project teams of IS and busi-
ness employees formed the Global Development
Teams and were responsible for directing pro-
ject activities, including process development,
technology application, deployment and training.
The IS and business members of each team were
physically co-located at Owens Gorning’s Toledo,
Ohio headquarters. Owens Corning found that the
logistics of managing these global teams extreme-
ly challenging. “Non-U.S. team members typically
spent three weeks at Owens Corning headquar-
ters and one week in their home country to gather

Fig. 8

ADVANTAGE 2000 PROJECT
ORGANIZATION

Source: Owens Corning

An r:-rg:m.fzn.f.im:! structure was established that ensured the
n’.ﬁﬁ:ign. feams and business uniis shared a fu':,g',):j*f.fig_ﬁ;lfrf.'.x on
business oufeomes.
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requirements and continue their design work.
However, in their one week away, they would get
pulled into their old job responsibility and could
not spend as much time on project-related work
as we had initially planned,” said Johns.

The Business Unit Deployment Teams were
responsible for developing the deployment plan
and addressing change management, communi-
cations and training issues.

Owens Corning management demonstrated
their commitment to project team members by
offering two special financial incentives at the time
of the project launch — year-end bonuses (15% or
higher) and project completion bonus in the form
of stock options (20% of employee’s annual salary
or higher). In addition, team members knew that.
at the completion of the project, they would be
extremely valuable to the business because they
would be creating the new way of working at
Owens Corning.

For Owens Corning, the overriding goal was
not to pertect the functionality of the system
but to develop processes that work well enough
to install quickly. “We knew that, in order to be
successful, we had to strive for a quality solu-
tion and avoid the perfection mentality.
Reengineering projects were time-boxed into a
00-day period. Through this approach, we could
oet eighty percent of the solution in twenty per-
cent of the time—we called this ‘good enough’

reengineering,” says Radclitf. “We also created

&
an environment where team members could make
as many mistakes as they needed in order to cap-
italize on what was learned.” Four new product
“releases”™ were planned over the initial 100-week
project schedule, each growing in scope until the
final release, which encompassed the entire com-
pany as shown in Figure 9. The release plan was
designed to take advantage of organizational learn-
ing from early implementations. The early releases
were intended to provide team learning, confirm
the global process model and build confidence
and momentum with “early wins”. In addition,
they served as pilots for change management and

end-user training, as well as a test-bed for pro-

i{-‘:(_tt. team processes.
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The new world headquarters in downtown Toledo has been a physical symbol of Owens Corning’s abandonment of it’s old

hierarchical culture for the Year 2000 workplace.

Release 1 targeted a single corporate function
(finance), which was one of the original re-engi-
neering projects. Domenico Cecere, former CFO,
now Senior VP and President North America
Building Materials Systems, says SAP is not just
about bringing 5,000 new PCs into Owens Corning.
“We had 400 people in our finance organization

Release 2 included other corporate functions
as well as a full set of functional implementations
using version 2.2 ot SAP R/3 for a major business
unit outside of the U.S. (Building Materials in the
U.K.). Release 3 implemented the infrastructure
required to support the R/3 implementation in
over 100 locations, including wide area networks,

i

We also created
an environment where

team members

that operated decentrally out of our North local area networks, desktop hardware and soft-

could make as many

L L = L Lk R an

American plants. We realize at 1n order to ware, and significant user trainine.
A plants. W lized that der t I significant t o

i L S L e

mistakes as they
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achieve our goal of "simple, common, global” oper-
ations, we needed to radically change the way
we did a number or processes, including finance.
If we had taken our old processes and tried to use
SAP, we never would have gotten any savings. You
can't get the efficiency if all you do is implement
new hardware and software and do business the
old way.” One of the first changes was to take 30
ditfferent ways of doing payroll and payables out
of what Cecere called the “fiefdoms™ of the North
American factories and handling it with $§7-an-
hour help out of a central shared services location
in Charleston, West Virginia. The initial results:
Owens Corning was unable to pay its factory ven-
dors for a time because the system crashed. “It
was very disruptive,” said Gecere. “lo the point
where plant managers were calling, saying, “You're
eoing to prevent me from being able to manu-
facture because my vendors won’t deliver because

eI E

you haven’t paid the bills. ™ Cecere credits top
management with helping middle managers work
through the snags. Six months later, not only had
that situation been resolved, Cecere reported pos-

itive feedback from U.5. plant managers.

ol kT il ™

Release 4 involved the exploitation of SAP
R/3’s multi-national and multi-lingual capabili-
ties and the implementation of a new version (3.0),
impacting 142 locations with more than 10,000
end-users. In the early waves of deployment, the
decision was made to extend the time between
waves from thirty to sixty days for better prepa-
ration of the business workforce. As part of the
release 4 implementation, Owens Corning con-
solidated 17 separate customer-service operations
into a single service center. Subsequent to imple-
mentation, the project statl discovered that the
cycle time for entering a customer order was
between 18 and 93 seconds per transaction, far
exceeding the company’s acceptable time limit of
10 seconds. Aflter sampling data and analyzing
results, the team discovered a complex pricing
algorithm that was devouring precious processing
time. With the problem solved, transaction cycle
times currently average only four to six seconds.

Owens Cnrning"s gﬂal was to minimize the
customization of SAP. So, in order to offer addi-

Reproduction Prohibited. Copyright 1999, The RO! Report. 13

needed in order
to capitalize on what
was learned.

i i T T A T A i i

A e e L i




e e T et

the RO1 Report

Featured Company:

- Owens Corning

You can't get the
efficiency if all you do
is implement new
hardware and soft-
ware and do business
the old way.

st s s s - e

e " W W S—

S ——

T

tional functionality to support the business, a num- the development phases and Deloitte/1CS the
ber of bolt-ons were implemented to enhance SAP experts, who were phased out by Fall 1996.

as shown in Figure 11. For example, Owens |
Corning used a tax calculation module to handle The Global Development Team was divided
special tax requirements and a forecasting tool into five different process groups, each with rep-
to assist in sales projections. resentation from the local business units, IS and
business people from across Owens Corning.

At its peak, a total of 250 employees were Councils made up of representatives from all the

asaigm‘-}d full-time to the Advantage 2000 pro- - teams ensured that each ape::iﬁ{: process meshed

ject, including approximately 120 IS employees, | with the rest of the system. “Integration was the

115 business personnel, and 12 fulltime HR per- biggest advantage—as well as the biggest

e ke el e " e -

sonnel under an Advantage 2000 Director. In headache — of SAP.” says David Johns. “If you do
addition, approximately 30% of the IS resources one thing in the finance team, it affects everything

were from external vendors. Owens Corning con- else you do, so keeping the integration coordi-

sidered themselves the systems integrator during nation across teams 1s really difficult.”

Fig. ©

ADVANTAGE 2000 DEVELOPMENT AND DEPLOYMENT SCHEDULE
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Source: Owens Corning

(hvens (furniflg chose to {’ff}t,’{’:'fup SAP RE3 over an uggrrm:ﬁv{* Iimfj rame to moainfaitn momentum umﬂﬁ;rum
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Fig. 10

“THE SERIES OF ONES”

Source: Owens Corning

Cecere’s goal was to make Ohoens {'f{;irning’.*;_ﬁmmrr{f organi-
zation world-class by adopting “a series of ones™ as the ral-
lying cry.

Communications

Owens C{Jrni.llg committed siémiﬁ(:ant resources

to timely, periodic and consistent communications

during the development and deployment ol

Advantage 2000. In addition to articles in Owens
Corning World and features on OCTV videos, a
n:.'..mnpl'ehﬂrmlw range of communications vehicles

were used:

» Quick Reference Cards — Pocket-size
fold-outs with all of the basic facts on
Advantage 2000 at a glance, the most
asked questions about Advantage 2000,

a glossary with delinitions of the most-
used terms and “buzz words” relative to
Advantage 2000 and expected outcomes.

» Brochure — An eight page brochure
which overviews the delinitions,
objectives, strategies, and details on
the Advantage 2000 mitiative.

» Video = An overview video explaining
the initiative and featuring comments
from CEO Glen Hiner and a number
of business presidents.

» Leader’s Guide — A step-by-step checklist
for planning and conducting a meeting to
announce the Advantage 2000 initiative

to a Spﬂi_:l[u': oroup.

o s e o ¢ e e e s s ks e ]

» Presentation — A visual presentation to
describe and explain Owens Corning’s
unique approach to managing for the
future with Advantage 2000.

Another key component of Owens Corning's
communication strategy was to use the Intranet
which greeted employees with “Welcome to
Fiberspace” when they logged on to find out what's
been accomplished from the weekly newsletter,
published electronically. The site also served as a
communication forum for project team status
reports; a reference library with links to suppli-
ers, support resources, and other sites; and a home
base for various bulletin boards.

EEmployees pride of ownership of Advantage
2000 was evident everywhere within Owens
Corning’s headquarters. Signs, progress charts,
and even hallway conversations often centered on
what was happening with the mnitiative.

Training

The bigg{-ﬁsl, challenge for Owens Corning stafl

was assimilating the magnitude of changes with
the newly redesigned business processes, roles,
and technology in a short time. About 10,000 peo-
ple within Owens Corning were involved in the
reengineering effort and many were using new
information technology. “Just about everybody’s
role in the organization has changed, and that
demands people to learn new skills.” reported
Radeliff. “We initially underestimated the amount
(and nature) of training that would be required to
make the change” During the first releases, Owens
Corning focused on classroom training as the key
skill transfer mechanism. “We quickly discovered
that employees needed more individualized train-
ing and coaching. To do this, we developed a buddy
training program so that employees had a partner
who understood the new way of working. These
buddies offered hands-on experience with the sys-
o covering, for example,
order entry, pricing or transportation manage-

tem prior to formal trainin

ment.” The key to Owens Corning success in
managing the change was in the ability of employ-
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Cecere’s goal was
to make Owens
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organization
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Fig. 11

INDUSTRY LEADING TECHNOLOGY

Source: Owens Corning

Owens Corning minimized customization by integrating SAP R/3 with other leading application packages.

ETe]

ees to help each other through the process. Radclifi
continues, “We’ve had to learn a lot of new things
quickly, to make a lot of mistakes quickly and
to become competent in a short amount of time.”

The training program consisted ot a num-
her of elements. First, users were required to know

Owens Corning overall business, its products and
organization structure. Then, in preparation for
the formal SAP training, they had to get famihar
with the SAP system through the buddy program.
They also reviewed videos that showed how other

parts of Owens [ﬁurniﬂg had implemented new

16 Reproduction Prohibited. Copyright 1999, The ROI Report.

processes and systems. Subsequent to the SAP train-
ing, users would again work with their buddies and
attend specific workshops. At the completion ol
this comprehensive training program, users would
be certified in the use ol SAP and its impact on

Owens {_:{.wning’s husiness processes.

Owens (f.(.}rning 1S reporting success with their
certification program. In the latest implemﬂnta-
tions., there has been a 100% certification rate.

“We now have a much better unde rﬁtanding of

how employees bhest learn to master the new tech-

nology and r{-‘-:df-‘:ﬁigmtfd processes. It was very
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difficult to foresee this when we got started since
the impact of the (:hemges was not well under-

e
o |

stood.” says Johns.

Despite the new technologies that had to be
mastered, outside trainers were only brought in
for initial training. Their role was to jump start
each process and work with selected “champions™
who could master both technology and business
issues quickly. Once comlortable with the new
technology, the champions took over the job of
training others. “These individuals needed to
become trainers, teachers, coaches and spiritual

outdes,” says Radclitt.

Owens Corning found that they were creat-
Ing a new set of skills and a much more literate

workforee. This included not mlly ttmhﬂulfjg}f
literacy, but also the deep understanding of how

the business Processes in the comparny work.

Implementation Costs

Owens Corning reported that the total cost ol
the Advantage 2000 implementation, excluding
the cost of installing the infrastructure consist-
ing of workstations to run SAP, PCs and the
network, will be approximately $140 million.
Design, development and conversion costs totaled
$100 million, while training and deployment costs
were $40 million. Owens Corning replaced exist-
ing hardware costs with new hardware, and
therefore did not incur incremental expenses for
the new hardware infrastructure. These totals rep-
resent the actual cumulative costs for 1995, 1996,
1997. 1998 and the estimated investment in 1999,

The costs include:

» Software: Software and licenses for
SAP R/3 and bolt-ons;

» Process redesign: Business unit, IS and
SAP consultant time for process redesign;

» Development: IS, SAP consultant and
technical contractor d(?:wﬂnpmfmt time
for coding, configuration and testing of

the new system;

e e L e T B L L L L e e, [ e
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» Data Conversion: Costs to outside
vendors to develo p programs to |

convert data from the legacy systems
to the new system:

» Training and change management:
Training module development, training
materials, incremental training PCs,
mternal communication materials and
change management resources; and

» Deployment: IS, business unit |

and technical contractor time to

e

mstall and dﬂhug the new system
in each location.

We underestimated

These costs are substantially more than the the amount of

$59 million that Owens Corning had mitially esti- training that would be
mated. This is due to the increase in scope due to | required to make
the 17 acquisitions (and $1.6 billion in revenue) the change.

it has made since the project was initially launched
as well as an underestimation of the training, data
conversion and reengineering costs. Owens
Corning estimates that the training and change
management costs more than tripled from the orig-
inal budget, due in part to the jump in the number

VP and CHO David Johns.
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of employees that needed to be trained from 7,500
to 12,000, as well as an underestimation of the
magnitude of changes that Advantage 2000
required. “The easy part is putling in the tech-
nology —the ditficulty is in the changes in
employees’ jobs and the pace at which the orga-
nization can accept change,” says Johns. Data
conversion is considered a portion of the devel-
opment costs and accounted for 6% ol the project

costs. or $7.7 million.

Owens Corning had five different data stan-
dardization teams who locused on the data needed
for a major business process being re-engineered
around SAP. This effort took much longer than
expected. “Data standardization and conversion
was a highly manual process, and, in many appli-
cations, the data either did not exist or was so
unreliable that it would produce erroneous results,”
says David Lepow, a Global Development Leader
of the Advantage 2000 project. “In some cases,
it was so bad we had to go back and re-create

legacy data from scratch.”

Furthermore, additional cost was required
for bolt-ons and customization to cover tunc-
tionality that was initially assumed to be included
in SAP. but was not available at the time of the

m pi&m entation.

Leveraging Information
Creates Significant
Operating Benefits

When fully deployed in 1999, Advantage 2000
will integrate all of Owens Corning’s employees
and customers, giving them direct and timely
access to information that will help them make
better, more timely business decisions. The new
system has resulted in greater productivity and
reduced costs throughout the value chain, from
suppliers to consumers. Advantage 2000 supports
company-wide System Thinking goals such as
o customers a single-source supplier for

o
a broad range of needs, enhancing the company’s

prmr'idin
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SAP R/3 IMPLEMENTATION COSTS
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Source: Owens Corning

Training and deployment costs were approximately 53% of
the total SAP R/3 implementation costs.

total service capabilities, integrating all businesses
and regions, and providing greater access to real-

time information.

In addition, tull deployment of SAP will
provide the added benefit ol avoiding the cost
to convert the company’s legacy systems for the
Year 2000.
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CUSTOMER SERVICE

Benelits to customers include fewer service
calls, improved on-time delivery and greater accu-
racy. Customers are able to complete their orders
and receive immediate confirmation on one call,
even when ordering a variety of products from dif-
[erent facilities. For example, through SAP’s
available to promise module, Owens Corning has
“With
our old system, we didn’t know what inventory we
“We would have to
check around and get back to the customer. With

Slﬂ”lt‘ pmm of contact for all prudm,l lines.

had in stock,” says Radclitf.
SAP we can see what inventory is available, when
it will be produced, and who 1s the lowest-cost
carrier. We can commit to the customer belore we
hang up the phone. That used to take multiple
steps; now it takes one phone call.” In addition,
Owens Corning has been able to improve customer
service by shipping product that is in short sup-
ply in the U.S. from Europe by gaining visibility
into global inventory information.

FINANCE

Owens Corning reports that it has achieved
significant savings and efficiencies in the [inance
area. The accounting center in Charleston, along
with the consolidation of plant accounting in
Toledo are saving $4 million annually. In addition,
Owens Corning has cut its budgeting process from
four to two months, can now close 1ts books in
4 days versus 18, and has created a single finan-
cial report for its global divisions. “The system has

Fig. 13

CUSTOMER SATISFACTIUN SGBHEEAHD

Customer Service Fiepresentatives

Domenico Cecere, former CI'O, now Senior Vice President
and President North America Building Materials Systems.

moved us forward,” Cecere said. “It used to take
four accountants to close books at one plant. We
now have one accountant to close four pianta.“

Accounts payable has ir:rl;}l{tfmﬁntﬂd a simple
credit card payment system Lo settle the annual
100.000 transactions worth less than $1,000 each.

This has eliminated purchase orders, invoices and

checks, thereby cutting the cost ol processing a

small account payabh& from over $75 to Just $5 per

Ordering and Status

Product Availability and Delivery

Invoicing and Adjustments

Overall Rating

Source: Owens Corning

f'llff!‘{'lﬂfﬂ(&"{’ 200¢) f}f?uffﬁrs have u.f.rffrmf}’ had « :-;Egm;ﬁf!rm! impact on (hovens (fm'n..fn.g’ﬁ customer service levels.
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ACTUAL AND PROJECTED COSTS

AND BENEFITS
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Source: Owens Corning

(hevens Cm'n.ing expects Lo achieve an 89% return on invesi-

ment from Advantage 20010
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transaction. The travel and expense team set up
a similar program.

Cecere has the necessary daily information
to assess the company’s performance at the click
of a mouse. “The first thing I do in the morn-
ing is review our operational performance—if |
see that a plant is not performing as well as the
other plants, I am able to drill down into the plant

data and, if necessary, send an e-mail to the plant
manager to take corrective action.” With consis-
tent, up-to-the-minute information available to
key decision makers, Owens Corning is able to
ensure that necessary actions are taken to con-
tinuously improve business performance.

LOGISTICS

The technologies available in Advantage 2000
form a common platform offering seamless access
to real-time information across Owens Corning’s
olobal organization. This mcludes manufacturing
tacilities” production schedules, warehouse stock,
pricing, and transportation information. Owens
Corning has been able to cut its logistics costs
by one-percentage-point from multi-order con-
solidation, fewer warehouses and lower freight
costs —having a common system enables dispersed
locations to collaborate on transportation con-
tracts and negotiate better prices with carriers.
Annual logistics savings to date are $35 million.

INVENTORY

Owens Corning expects to increase inven-
tory turns by 50% and reduce working capital
by $100 - $150 million by providing more accu-
rate information about product demand and
iventory. This, in turn, will drive investment deci-
sions and result in a more efficient supply chain,
tighter control of inventory levels and significantly
reduce Owens Corning’s need for warehouse space.
“We are essentially replacing assets with infor-

o

mation,” says Radcht
system has already a
tory turns by 45% yie

, “our just-in-time 1nventory
lowed us to increase inven-

ding a $45 million reduction

n wmrking Gapital costs in some of our business

units that are on the

new Systemf"
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Meg Ressner, Director, Customer Uperations North America

MATERIAL COSTS

Advantage 2000 assists Owens Corning’s
olobal sourcing efforts to secure the lowest prices,
ensure adequate supply of materials and reduce
raw material inventories. Armed with information
about its global purchasing habits across all busi-
nesses, Owens Corning can bundle its material
requirements and negotiate national and global
contracts. An f-zxpt':f:u‘:d Un.t-.-.-pt;:r{':{mtﬂge-pmint
improvement in the cost of raw material acqui-
sition will result from this global aggregate

purchasing power.
PLANT MAINTENANCE

Advantage 2000 has allowed Owens Corning
to reduce plant maintenance costs resulting from
reliability-oriented processes and the information
tools to support it. “We have already reduced
changeover times by 5% by having access to bet-
ter information,” reported David Lepow, Global
Development Leader. “For example, our fore-

cast accuracy has imprrwed from 70 percent prinr
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to the system to 90 percent; we have seen a reduc-
tion 1n our plaﬂt maintenance costs as a result.”
Owens (aning is expecting to save $5 million

annually for plant maintenance.
INFORMATION SYSTEMS

Prior to Advantage 2000, Owens Corning spent
2.4% of revenue on IS, compared with a 2% indus-
try average. IS spending is expected to decline
to 1.9% in 1998, and by mid-1999, when the
Advantage 2000 rollout is completed, IS costs will
be an industry-leading 1.7% ol revenue result-
ing from selective outsourcing, standard client
server architecture, Internet protocols, and oft-
the-shell software that need only be conligured.

The ROI Hr&*purt has calculated the internal
rate of return on the investment of $140 million
to generate an ROI of 89%,

The SAP R/3 enabled benefits were deter-
mined by first calculating the annual gains in
operating profit and savings achieved in the more
productive utilization of mnvested capital in inven-
tory. This was then projected forward based on
estimated savings and forecasts by Owens Corning
and its competitors by Wall Street securities
analysts. The actual costs, by year, ol implementing
the Advantage 2000 project were provided by
Owens Corning. These costs were offset by the $30
million to $40 million cost avoidance Irom not
having to “fix” their Y2K problem and $60 million
in legacy development efforts that were reallo-
cated due to the implementation of SAP R/3. The
ROI Report made reasonable, estimates regard-
ing the portion of the savings attributable to the
SAP R/3 system as an enabler of the gains.
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We are essentially
replacing assets with

information.
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The Future

Owens Corning leadership continues to see
SAP as a key part of the future vision, positioning
them as one of the easiest companies to do busi-
ness with. Hiner states: “Electronic commerce will
seal the deal with customers. They ought to be
online with us, ought to know our inventory, ought
to know when something is shipped, ought to
be able to pay electronically, so we can give them
multiple products in a way that looks like one
product” Meg Ressner, Director, Customer
Operations North America, envisions how tech-
nology can dramatically change customer service,
“Ultimately, we would like to bring the plants
to the Customer Service Reps—they should be
able see a tour of the plant and interact with the
plants, not just through numbers on a screen, but
by actually seeing the plant in operation so they

are able to malke better decisions on behalf of our

w

&

customers.
Shorter-term [}lf;lt]ﬁ mmclude:

» Corporate rollout of SAP to the
entire company by the middle of
1999, including the remaining:

= Composites Europe and Vise
in December 1998,

= Composites North America
and Foam North America in February
1999,

= Furopean Polyloam in June 1999,

» Convert to SAP’s version 4.5 1n 2000;

» Implement advanced planning and
scheduling modules;

» Continue to deploy a data warehouse
solution as a pilot program to assess
rr:ql_lirf:menta in order to implemﬂm a
fully functional data warehouse in 1999.
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Lessons Learned

I. Design around the enterprise supply-chain.
Break down the functional organizational structure
and take a process-based approach to implement-
ing SAP. Assign responsibility for the key processes
in the supply chain to senior executives from day
one. “Although we organized the design teams
around the global supply chain from the start of the
project, we did not appoint business leaders ot each
of the key processes until we were two years into
the

effective if we had senior operating executives in

roject,” says Johns. “We would have been more

our company with responsibility for the key process-

es from the beginnin.gf"

2. Benchmark ... know what's world class. In
order to achieve the break-through results of an
enterprise-wide system, develop outcomes based
on “world-class” performance from both mside

and outside your industry.

3. Focus on quantifiable business outcomes.
Owens Corning executives set targets as one of
their first activities for the Advantage 2000 pro-
ject. Project teams were accountable to the process
executives for achieving these outcomes. *“We had
specilic goals for growth, productivity, global-
ization, employment and other criteria,” says
Radchitf. “*We would have spent $140 million for

nothing it we didn’t focus on specific goals.”

4. Insist on a full-time team —getting the right
people is essential. Implementing dramatic busi-
ness changes together with an enterprise-wide
system on a global basis 1s extremely challenging.
A Tull-time team comprising individuals who are
respected by their colleagues and can lead the
company through the change process is therefore
essential. “We did not always get the right peo-
ple on the teams - we discovered that, because we
could not detine how the implementation would
impact the business over time, it was very difhcult
to identity the types of people that would be need-
ed on the teams,” says Johns. “We also could have
cdone a better job at managing the resources (espe-
cially those from outside the U.S.) to ensure we
had them 100% dedicated to the project.”
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5. Start small, implement early, embrace
mistakes. Owens Corning started with a limited
number of financial applications to make sure the
basic system worked as expected. Then, they
deployed all functionality in the smaller, self-con-
tained businesses in Europe. “We knew that to get
the senior leadership’s commitment to SAP, we
needed to have a few early wins,” says Radclilf,
“In addition, we knew that we would not get every-
thing right the first time. So we measured success
not only by the bottom-line benefits for the com-
pany, but through our learning from one
implementation to the next.”

6. Compress the schedule and do not plan
time to admire problems—force decisions. SAP
offers so many different options and taxes so many
resources in the company that it 1s easy to get
bogged down. “A project like this can take as long
to implement as you want it to,” says Johns. “We
found that tough scheduling seemed to be the only
reliable way to control the implementation.” In
addition, top management kept the heat on under
the project by putting a controller on the reengi-
neering team to keep an eye on project costs. This
ensured that if any division wanted to deviate [rom
the plan, they would need to find a way to pay for

those changes.

7. Quality of legacy data is worse than you
think. Data cleanup took much longer than Owens
Corning had anticipated. “SAP forces you to have
all your data current and in sync at the front end.”
says Radcliff. “Customer numbers have to mean
the same thing everywhere in the organization.
We understood that when we started our project,
but we had no idea how much work 1t would
he” David Lepow continued, “We'd recommend
starting even before the system project formally
oets going. We did that and we were still work-
ing on it right up until the moment we went live
on SAP.

8. You will underestimate the learning curve.
Dedicate sullicient time and resources to ensure
that the organization is ready to accept the changes
in their daily work processes. Commit full-time
resources to the training and communications

effort to gﬂiﬂ the n:.}rg::'mimﬂmfs awareness ol the
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changes, create enthusiasm for the future and gain
individual’s commitment to the changes. Owens
Cuming recommends three spﬂcifi(: strategies to

ensure a smooth transition:

» Conduct training ahead of the
implementation;

» Certify users in the use of the new
process and system; and

» Irain users on the whole process,

not just spec:i [1c transactions.

9. Do not launch the assault without air cover.
Senior leadership support ensured that the imple-
mentation maintained momentum through the
inevitable ups and downs. The CEO, CFO, divi-
sion presidents, senior executive stall and Board
of Directors were involved from the start through
SAP demonstrations and presentations. Johns
stated, “We went through a difficult period in 1997—
if we did not have the high levels of commit-
ment and support from our executives through
that period, we would have stopped the imple-

mentation.’

10. Attitude...makes the difference! Owens
Corning openly recognized the changes that
would be required of its employeces as well as its
processes. Company leaders talked openly about
problems—which means they were addressed
quickly—and there was no time to point hingers.
“For the first time, we had true co-leadership of
a systems project,” says Johns. “Owens Corning
will never do another project like this without
co-leadership from the business and 15.”

the ROI Report

Owens (11}1‘11.ing

Force decisions—
do not plan time to
admire problems.

Reproduction Prohibited. Copyright 1999, The ROl Report. 23



This publication is a periodic report on the
implementation of enterprise-wide client server
applications such as R/3 from SAP R/3. The RO/
Report is written for senior managers of Fortune
1000 organizations around the world. The report
is published by Hill |Holliday, a Boston based com-
munications consultancy that combines rigorous
business analysis and marketing expertise with
powerful creative and integrated communications
across all media to build brands, create customer
relationships and drive sales. SAP supported the
development of this edition of The ROl Report.

The ROI Report interviewed Owens Corning
executives, managers, and users about their imple-
mentation of SAP R/3. In addition, Owens
Corning's internal financial reports, planning doc-
uments, and other materials were reviewed. A
literature search also was conducted to obtain addi-
tional information and to identify key issues.

The ROI calculation was based on a model
which evaluated the projected impact and bene-
fits. Working capital carrying costs were analyzed
and valued at the estimated inventory carrying
costs and Owens Corning's cost of capital. Financial
orojections for future years were based upon The
ROI Report's analysis of internal company docu-
ments and comparative industry analyses.

The investment analysis included the esti-
mated cost of both external and internal Owens
Corning implementation expenses. The ROl was
calculated by determining the Internal Rate of
Return (IRR) using the time-value-basis of money.
The IRR method was chosen because it is felt to
be the most conservative approach.

Ken Gerbetz is Senior Vice President, Strategic
Planning at Hill | Holliday where he helps clients cre-
ate and develop innovative marketing strategies and
plans for breakthrough growth. Prior to Hill | Holliday;
Mr. Gerbetz worked as a strategy consultant in the
areas of reengineering, business development,
benchmarking, marketing plan development and
product development. Mr. Gerbetz holds a BSE in
Electrical Engineering from the University of Mlichigan,
an MBA from the State University of New York at
Buffalo, and an S.M. in the Management of Technology
from the Massachusetts Institute of Technology.

Errol Yudelman is a strategy consultant who
develops and deploys business and marketing
strategies for clients. He has over ten years expe-
rience as a management consultant, helping
companies achieve significant strategic and oper-
ating results. His work has included: business and
digital strategy, marketing strategy, business plan-
ning and reengineering. Mr. Yudelman has an MBA
from Harvard University and an MS in Electrical
Engineering from the University of Cape Town,

South Africa.

Linda Plazonja is a consultant who specializes
in providing publishing, project management, and
editing services to firms integrating business with
technology. She has a bachelor of arts degree from
the University of Connecticut.

The telephone number for The RO! Report
is 800-283-1SAP. The electronic mail address is
SAPCOM. We look forward to hearing and read-
ing your comments on how we can make The RO
Report more valuable to you.




