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Optimizing Returns on Customer-Centric Strategies

Using Technology to Leverage
Loyalty and Ignite the Bottom Line

Waters Corporation Realizes 35% Internal Rate
of Return on $5.1 Million Investment in mySAP CRM

hen you take a pain reliever for a headache, you expect it to be safe and effective. When

you open a jar of baby food for your infant, you expect it to be free of pesticides and
impurities. Thanks to a company called Waters Corp., those expectations can be met. While the
brand may not be ubiquitous in consumer circles, a significant portion of the drugs and foods
sold today are analyzed, purified and tested by Waters products before coming to market. Based
in Milford, Massachusetts in the United States, Waters is the world’s leading manufacturer and
distributor of high performance liquid chromatog-
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raphy, mass spectrometry and thermal analysis

SAP-enabled automation of products. For 44 years, pharmaceutical, industrial,

the Waters service business
has generated $2 million in
additional revenue

governmental and life scientists around the globe
have relied on Waters’ products for research, devel-
opment and quality assurance.

The company earned its position as the domi-
nant supplier in the industry by staying close to its customers and developing innovative prod-
ucts designed to meet the expressed needs and challenges of those customers. However,
through organic growth and the acquisition of two businesses, Waters discovered it could no
longer collect and share customer information readily. Its technology infrastructure, which
included 30 different systems worldwide, simply was not configured to support its underlying
customer-centric and product innovation business philosophy. The answer was integration.

Using its SAP R/3 back-office infrastructure, Waters embarked on a plan in 1998 to create a
single system solution that would span its entire global enterprise. Ultimately, that solution
would include Supply Chain Management, Product Lifecycle Management, Financial Analysis,
Human Resources and Customer Relationship Management. To date, the company’s $5.1
million investment in the mySAP CRM has yielded a net return to the corporation of $2.0 mil-
lion above cost or an Internal Rate of Return (IRR) of 35% over four and half years. This return
is a result of increased revenue, improved operational efficiency and reduced expenses.
Compelling as the business benefits are, senior executives are quick to acknowledge that the full
impact of the CRM strategy has yet to be realized.
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Inventive and Visionary Leadership

aters Corp. was founded in 1958 when math and science

aficionado James L. Waters established his own research
boutique to manufacture analytical instruments. At the time,
gas chromatography was the reigning technique used by scien-
tists to analyze organic compounds such as methane or ben-
zene, which is used as a solvent in the making of dyes and
drugs. Gas chromatography was limited, however, in that only
15 percent of the one million, well-characterized compounds
could be detected by it. Waters believed liquid chromatogra-
phy, then in its infancy, could be developed to analyze effec-
tively the majority of non-volatile polymers, carbohydrates,
lipids, amino acids and other compounds. His vision, then
unpopular, of mass commercialization of liquid chromatogra-
phy (LC) led to the invention of Waters’ first liquid LC system,
the precursor to the technology that is the industry standard
today. Since this break-through innovation, Waters, trade-

marked in the early years as “The Liquid Chromatography
People;” has become the industry leader and its legacy of inno-
vation continues to thrive. In the last four years, the company
has introduced more new products than in any five-year peri-
od in its history. Meanwhile, sales have nearly tripled from
$332 million in 1995 to $890 million in 2002.

Waters has been an independent, public company since 1995.
Its subsidiaries include Micromass Limited of Manchester,
England, a maker of mass spectrometers, and TA Instruments,
Inc. of New Castle, Delaware, the world’s largest manufacturer of
thermal analysis and rheological testing instruments. Some
3,500 people around the world call themselves Waters employ-
ees with an average service of 10 years.

Waters products are sold directly and through a distributor
network in 48 countries, with exports accounting for nearly
two-thirds of sales. The company’s single largest market is the

WATERS AT A GLANCE

Founded: 1958 by James L. Waters

Employees: An independent company since 1994, Waters and
its subsidiaries employ close to 3,500 people around the world.

Headquarters: Milford, Massachusetts, USA
Shareholders: Shares Outstanding (mil.) 128.1 (as of 12/02)

Sales: 2002 Sales (mil.) $890.0; 1-Yr. Sales Growth 3.6%:;
2002 Net Inc. (mil.) $147.7; 1-Yr. Net Inc. Growth 29%

Operations: Waters products are sold direct in 48 countries with dis-
tribution worldwide. Subsidiaries include Micromass Limited, a maker
of mass spectrometers; TA Instruments, Inc., the world's largest man-
ufacturer of thermal analysis and rheological testing instruments.

Business and Products: Waters is the world’s leading supplier of
high performance liquid chromatography instrumentation and con-
sumables, as well as thermal analysis and mass spectrometry
products. Waters products are used for research and development
and quality assurance by pharmaceutical, biotechnical, industrial,
governmental and university testing laboratories.

SAP Installed Solutions: SAP R/3 (4.6.c); mySAP Business Suite
(CRM, SCM, PLM and Finance); mySAP CRM v 2.0 (Using Campaign
Management and Mobile Sales); SAP Business Warehouse

Number of mySAP CRM users: Over 1000
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Key Executives Interviewed at Waters:

Douglas Berthiaume, Chairman, President and CEO

Art Caputo, EVP; President, Waters Division

John Ornell, VP, Finance and Administration and CFO

Paul Newton, Corporate VP, Information Technology and CIO
Rohit Khanna, VP, Strategic Business

Richard Brooks, VP, Worldwide Marketing

lan King, VP, Chemistry Operations

Gary Murphy, VP, Finance and Administration

Additional Waters Stakeholders Interviewed:

Terry Meyers, Brian Murphy, Darren Bernard,

Mike Harrington, Katherine Wharton, Roula Ginis,

Steve Brunelle, Michelle Murphy, Nancy Resteghini, Sam Watt,
Yvonne Talon, Clare Hovan, Tony Lewtas, Ernie Hilliard, Ray Hill,
Tom Wesley, George Runde



THE COMPLEX WORLD oF WATERS PRODUCTS

@ aters Corp. is the world's leading supplier of high per-
formance liquid chromatography (HPLC), mass spec-

trometry (MS) and thermal analysis products. lts products are
used in the manufacturing and testing of drugs, food, beverages,
chemicals, plastics and personal care products. Waters' tech-
nologies provide scientists and researchers with fundamental
data on biological samples, chemical formulations and the per-
formance of structural materials. By turning this data into useful
information, Waters helps the scientific community make critical
decisions that lead to important breakthroughs.

Waters Corp. is comprised of Waters Division, which manufac-
tures HPLC and mass spectrometers and related products, and

instruments. A complete analytical system consists of a solvent
delivery system, the sample injector, the separation column, the
detector and the data acquisition unit, which records and stores
information from the system.

Waters generates revenue from one of four categories:
Instruments: includes HPLC, MS and rheometers

Chemistry: consumable products, primarily columns packed
with separation media used in the HPLC testing process
and replaced at regular intervals

Software: designed to analyze data collected by
Waters instruments

TA Instruments Inc., the world’s largest manufacturer of thermal
analysis and rheological testing instruments. HPLC is Waters'
flagship product and it manufactures over 100 types of HPLC

Support services: repairs and maintenance to
Waters systems and instruments

pharmaceutical industry. In fact, 93% of the top 200 drugs of 2002 were made by companies
that are Waters customers. Nearly 80% of the company’s total revenue is generated through the
sale of high performance liquid chromatography, mass spectrometry and rheometry instru-
ments, while the remaining 20% comes from chemistry consumables and software that analyzes
data collected by its instruments. In the instrument category, Waters is the clear leader with a
market share of 40%. Although its closest competitor is a significantly larger and more visible
company, Waters successfully maintains premium pricing on its products, thereby increasing
margins. The reason: a long-standing, high level of customer intimacy and loyalty compared to
the competition. Seventy percent of Waters’ annual revenue is generated by repeat buyers.

Early CRM Adopter

Customer loyalty is an outgrowth of the fact that, from the beginning, Waters’ fundamental
business philosophy has been to know the customer better than the competition. Long before
the term Customer Relationship Management entered the business lexicon, Waters' modus
operandi was identifying customer needs and shaping offerings and service accordingly. When
Waters Division President Art Caputo joined the company as a sales representative in 1979,
founder Jim Waters’ pet project was something called SAR or sales action report, which Caputo
characterizes as the first generation of a CRM system.

While the SAR system was not as sophisticated as the CRM systems available today, it clearly
demonstrates that Waters understood the value of collecting customer information in a systematic
way and using it to tailor its sales and marketing. “The SAR was a way of monitoring the sales
process using computer technology and it was the sales person’s responsibility to maintain it
Caputo says. “It consisted of a fully automated user list that included what a customer purchased,
what his job was, what kind of competitive equipment he had bought and when. It also categorized
the customer’s buying interest, when and what we had quoted and where he was in the buying cycle”

Alliance HT System with
ZQ Mass Detector
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Strategic Challenges Emerge

The approach served Waters well when it was small and nimble
in the 1980s, but as the company grew, the limitations of the
system became apparent. Simply stated, the SAR system wasn’t
global and it wasn't integrated. Each country had its own sys-
tem but there were no common standards.
There wasn't any way to roll the country
data up into a complete corporate report.
Collating and analyzing information for the
company was a manual process that took
weeks, and in the end, 75% of the data was
real while the remaining 25% was a best
guess. The information also lacked suffi-
cient detail. For instance, while Waters knew which companies
were spending the most money or placing the most orders, it
couldn't identify the decision makers versus the end users, a
critical factor for effective sales and marketing.

Management began to wonder whether all of the company’s
sales leads were being worked properly. There was a prevailing
sense of uneasiness around the reliability of forecasts because the
basis for them couldn’t be quantified. Without adequate data,
Caputo found himself in the position of having to hope that
regional managers around the world were somehow “on top of it
The shortcomings of its existing management information system
were felt even more acutely when Waters acquired thermal analysis

ROI RUNDOWN

The Waters chemistry
group has captured over

$800,000 from higher
efficiency levels in lead
qualification

and rheometer systems maker TA Instruments in 1996 and mass
spectrometry company Micromass in 1997. The addition of yet
two more separate information management systems led to even
greater complexity and inefficiency in the management of the now
larger, overall business.

Meanwhile, Waters was experiencing com-
petitive pressures that are a normal part of
any business. One year, its closest competitor
spent in excess of $30 million on advertising
and self-promotion, including television
commercials that ran during the widely
viewed U.S. National Football League Super
Bowl Championship. Characteristic of its culture, Waters kept
its head down, quietly going about the business of running the
company with an eye on the bottom line. Waters was commit-
ted to staying ahead of the competition and coming up with
new and better solutions that would meet the needs of its tens
of thousands of customers around the globe. To do that, it
needed better information and the ability to analyze and act
on that information effectively.

The Path to Integration and SAP

With the business hamstrung by its IT, Waters Chief
Information Officer Paul Newton convened a meeting of the
Information Technology Steering Committee

WATERS BUSINESS MODEL

Waters Corporation

Thermal Rheology

Mass
HPLC (70%) Analysis (70%) (80%)

Spec (30%)

Waters Corp. is comprised of Waters Division, which manufactures high
performance liquid chromatography (HPLC), mass spectrometry (MS)
and thermal analysis products, and TA Instruments Inc., a manufacturer

of thermal analysis and rheological testing instruments.
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(ITSC) to discuss how to fix the problem. The
commiittee included key business leaders, the
Chief Financial Officer and Waters Division
President. No one, according to Caputo, gave
more than 10 seconds thought to the need to
integrate. The bigger challenge was how to
duplicate and replace a worldwide legacy sys-
tem at the lowest cost while streamlining busi-
ness processes and improving customer serv-
ice. The management team was reticent
because it had heard the war stories about
companies spending tens of millions of dol-
lars on large implementations that fail.
Nevertheless, although the perceived risk was
high, inaction was not an option.




@ aters is a company that has cultivated its
customer relationships carefully since its
inception 44 years ago. Founder James Waters
knew intuitively what many other business man-
agers have found out the hard way: It takes a lot
more time and money to win a new customer than
it does to keep an existing one. It's not surprising
then that more than 70% of Waters' customers
today are repeat buyers.

The longevity of its relationships is also apparent among another
group of constituents: Waters’ employees. Those who come to
work for Waters tend to stay. The average length of service on an
employee base of 3,500 is 10 years. The link between employee
loyalty and customer loyalty has been studied by Frederick F.
Reichheld and documented in his book, The Loyalty Effect: The
Hidden Force Behind Growth, Profits and Lasting Value. The basic
premise of Reichheld’'s 10 years of research into this subject is
simply that organizations thrive when customer, employees and
partners do. According to Reichheld, the single most important
factor to employee loyalty is the perceived integrity of top man-
agement. He says, “Outstanding loyalty is the direct result of the
words and deeds—the decisions and practices—of committed
top executives who have personal integrity.”’

Two approaches for solving the problem quickly became
apparent: a single source solution that would serve the entire
business or a best-of-breed solution that would allow each busi-
ness unit to hand pick desired features. While the best-of-breed
solution would initially provide strong functionality, it would be
exorbitantly expensive and architecturally unachievable. Waters
calculated the license fees alone would cost an additional $7.2
million with maintenance adding an additional $1.5 million
annually. A best-of-breed solution also would have required a
much larger group of IT professionals, with the skills and experi-
ence to match the chosen hardware and applications, at an addi-
tional estimated annual cost of $1.0 million.

From an architectural perspective, there are two alternatives
for pulling together a best-of-breed solution: peer-to-peer or
hub-and-spoke. In either case, middleware must be introduced.
With peer-to-peer, if Waters chose a marketing campaign man-
agement solution from “Vendor X it would have to buy and
maintain middleware to broker the “conversations” between its
existing SAP Enterprise Resource Planning (ERP) system and
Vendor X. Add another service from “Vendor Y;" and it would
need three pieces of middleware. In each instance, cost rises.

The hub-and-spoke solution also posed key obstacles. Unlike

THE FORCE 1HAT FUELS PERFORMANCE

“The lack of turnover is a big advantage. Having
a long-term, consistent team of people who
know their customers and their business has
helped us tie all this together.”

Doug Berthiaume, Waters Chairman, President and CEO

Doug Berthiaume, Waters Chairman, President and
Chief Executive Officer, says the success of the company’s
mySAP CRM implementation is predicated, in part, by long-
standing employees. “The lack of turnover, whether you look at
the IT group or the management teams in our ltalian or French
subsidiaries, is a big advantage,’ says Berthiaume. “Having a
long-term, consistent team of people who know their customers
and their business has helped us tie all this together!

Ask any Waters employee why he or she stays at the company
and you will likely hear an array of answers: The work is chal-
lenging, the pay is competitive, the organization is stable and
management is fair. Others will say they like the strong sense of
community or that the work feels meaningful in a broader sense.
In the words of one employee, “Waters won't create the cure for
cancer, but it makes the tools that will enable its creation.”

the peer-to-peer approach, only one piece of middleware is
required. However, middleware cannot function as the arbiter
between vendor solutions unless it is synchronized to the lowest
common denominator. This is complicated further when one of
the solution providers upgrades. At that point, sustaining the
interoperability of the system becomes a major challenge.

While Waters Chairman, President and CEO Doug
Berthiaume had some concerns about investing in a single sys-
tem solution, he also had previous problems trying to integrate
best-of-breed solutions. “There are a lot of glorious promises out
there about the world’s greatest CRM or mail list programs and
what they can do for you, he says.“I believed inherently that if the
company could settle for 80% of the glorious opportunities but
got something that was easier to integrate and maintain in Italy,
Japan, Spain and the U.S., wed be a heck of a lot better off”

The ITSC concluded the benefits of integration and the
soundness of the data infrastructure offered by a single SAP
solution far outweighed any functional features offered by the
best-of-breed alternative. The fact that SAP is a European-based
company that operates around the globe was also a plus. Seeking
an enterprise-wide, global solution, Waters wanted a partner that
understood the nuances of multi-cultural implementations.
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Sizing the Solution: Integrating One Byte at a Time

side from greater architectural simplicity and the reduced
total cost of ownership, Waters' decision to use SAP for
front-end applications was influenced by two important factors.
The first was the company’s previous experience with SAP. The
implementation of the back-office R/3 system had been much
smoother and more successful than other non-SAP implemen-
tations. This gave Waters confidence that SAP could deliver on a
rollout of its other products. The second factor was a fundamen-
tal parallel between the SAP and Waters business models.
When a Waters' customer buys a high performance liquid chro-
matography system, he has the option of buying a number of relat-

ed components such as detectors or data systems either from
Waters or a competitor. There are potential pitfalls to this mix-and-
match approach, and it is up to the Waters sales representative to
help the customer understand them. How effectively will a specific
component function when matched with other, non-Waters’ com-
ponents? What impact will this have on the total solution? Will it
enable the scientist to meet regulatory requirements or will the
Food and Drug Administration (FDA) reject the report because it
is comprised of two documents generated from two independent
pieces of equipment? How easily will the scientist be able to trou-
bleshoot if and when there’s a problem?

BUSINESS DRIVERS BEHIND WATERS, SAP soLuTIONS

Selling Solutions
The strategic goals behind
Waters’ move toward mySAP
CRM spanned the entire Increase Sales Penetrate Customer
enterprise, crossing a number Growth Supply Chain
of departmental and function- > -
al boundaries. Segment Customer Effective Customer
A long-time practitioner of Targets Web Interactions
customer relationship build-
ing, Waters determined wide-
scale integration was vital to support Solutions
maintain customer intimacy
via sales, support and other
cross-functional areas. Opﬁmize Customer Streamline Customer
Interactions Interactions
Enable Customer Ease Customer Partners
"Self-Maintenance" "Self-Service"
Cross Functional
Strengthen Global Synchronize Customer
Relationships "Touchpoints"
D -
Analyze Market/ Increase Customer/
Customer/ Employee
Product Trends Collaboration
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Alliance LC/MS System

Division President Art Caputo likens it to buying a stereo system. “You can hand pick the
components you want based on the features you like or you can get something fully integrated
with one warranty. When you mix and match and something goes wrong, the speaker guy will
tell you it’s the amplifier and the amplifier guy will say it’s the speakers,” explains Caputo. “We've
been through this in our world, so it was very easy for us to understand the value of going all
SAP. It just made so much sense”

Aligning the Business Needs

Before embarking on the monumental task of migrating to its mySAP CRM worldwide, Waters
clearly articulated and prioritized its business requirements. A key objective was to present a
single face to its customers across all sales and marketing channels: telephone, face-to-face and
the then-emerging World Wide Web, which would require that all channels have access to one
worldwide master customer file. This need was felt acutely at the time by the chemistry group,
which sells consumable products.

Of all of Waters’ businesses, chemistry is the most similar to a consumer products company.
It is transaction-oriented so the sales cycle is short, and the average purchase then was $400. In
an effort to capture an even larger share of the market for high performance liquid chromatog-
raphy (HPLC) columns, the chemistry business recently had acquired Phase Separations, mak-
ers of Spherisorb brand HPLC columns, and sales rights in the Americas to YMC brand HPLC
columns. It wanted to assimilate the companies and present a single face in the shortest possi-
ble time period.

Waters also wanted to remake its service business. Service remains a necessary component to
the ongoing success of Waters' products; but rather than providing a financial return to the
company, service was factored in as a cost of doing business. Waters’ objective was to make its
service delivery a significant differentiator in the marketplace. Rather than dispatching engi-
neers on a repair basis, its vision was to offer service contracts for preventive maintenance,
including parts, and to guarantee turn-around times when repairs were needed.

From a customer perspective, a service contract essentially functions as an insurance policy,
guarding against equipment failures that potentially could bring down the laboratory’s entire
operation. Benefits to the customer include lower costs for repairs as well as less down time,
which is critically important to scientists and researchers who are being challenged to make
important breakthroughs faster and more efficiently. Waters envisioned the ability to cross-sell
service contracts with every instrument order. Ultimately, the plan was to evolve the business to
the point where it was pricing, installing, maintaining and supporting entire Waters systems
instead of individual instruments, and in the process build greater share of customer.

Part and parcel of this vision was the overarching need to truly understand its best customers
on a granular level—through segmentation and profiling—and how to reach them most effec-
tively. This included visibility to the global opportunity pipeline—who’s been quoted what, the
likelihood of purchase, the likelihood that Waters will get the sale—as well as the holy grail of
marketing in general: the ability to determine with certainty whether what Waters spends in

kk We’ve been through
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in our wotld, so it was
very easy for us to

understand the value

of going all SAP. It just
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made so much sense.

Art Caputo

EVP, President,
Waters Division
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marketing activities, e.g. tradeshows, direct mail, advertising,
is worth the level of its investment.

The gap between what the businesses wanted to do and
what the technology allowed was significant. But, once the
wish list was fleshed out and the business objectives were
established, the ITSC began to define the functionality need-
ed to support them. Each function in each market was priori-

tized and a timetable created. Paul Newton, Chief
Information Officer, says the result was an extensive blueprint
for a $5.1 million implementation encompassing Waters’
worldwide operations. “We drew the elephant, assigned it a
color and physical attributes and now we’re eating it one bite at
a time,” he says. The first mySAP CRM bites included cam-
paign management and mobile sales.

SOLUTION TIMELINE/SAP IT LANDSCAPE

Already reliant on the SAP R/3 for its back-end ERP solution since 1995, Waters embarked on a plan in 1998 to create a
single system solution that would span its entire global enterprise. Ultimately, that solution would include Customer
Relationship Management, Supply Chain Management, Product Lifecycle Management and Financial Analysis.

CRM SCM PLM FA

Customer Relationship Management Supply Chain Management Product Lifecycle Management Financial Analysis

mySAP Business
Suite 2.0

Program Extensions

Portals with "Single Sign On" Business Warehouse Analytics

1999-2003 Marketing & Field Advanced Planning & Optimization Document Deferred
(Global Deployment) Sales/Service Management Revenue
Supplier Xtranet
1999-2000 Sales on Web Configuration Expense
e-commerce Web "Self Services" Management Reporting
Bar Coding
2001-2003 B&B/TeleSales Lifecycle States Analytics
Mobile Sales and Gilobal Tracking
Campaign Management
Analytics CAD Integration Reporting
Upgrades
T License Upgrade with mySAP Upgrade is mySAP 4.6¢c

R/3 BackOffice (ERP) Enterprise Resource Management

1995-2003 Customer Order
(Global Deployment) Quotation

Distribution
Management Logistics
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Oasis Sample Preparation

Identifying the Impact Points

Cleaner Campaign Management

Waters began to realize its goal of having one worldwide mas-
ter customer file that could be accessed by sales, marketing,
service and the Web with the implementation of campaign
management in 2000. This tool gave Waters the ability to plan
a direct mail campaign and make it readily visible to market-
ing employees around the world. Previously, the plans were
communicated via email. The result is a centrally managed
process that is faster, more efficient and more consistent.

Waters’ direct marketing activities are significant. Its chem-
istry operations group alone creates 15 direct mail campaigns
a year targeted to some 40,000 names while its HPLC and
mass spectrometry groups each mail to
another 28,000 customers five or six times a
year. The introduction of campaign man-
agement revealed a number of duplications
in the customer list. The “de-duplication”
process resulted in cleaner and more accu-
rate lists that enabled Waters to reduce the
number of total mailings. Chemistry now
mails to over 32,000 recipients while HPLC and mass spec-
trometry now approach 25,000. At the same time, response
rates for all campaigns has risen by 50%.

A more accurate database—resulting in cleaner segmenta-
tion and more targeted communications—has saved money
in both print production and mailing costs. The chemistry
operations group, for example, is able to send out an addition-
al three campaigns annually due to the cleaner lists and more
targeted campaigns. In doing so, the group is generating an
estimated $120,000 in annual return from the additional cam-
paigns. A cleaner, more accurate database has also allowed
Waters to qualify for a lower postage rate, reducing the per-
piece mailing cost by three cents for all campaigns.

Mobile Sales: 350 Laptops, One Customer List
Some sales managers believe the best way to run a sales force is
to give sales representatives a Rolodex and a phone, train them
on the products and the market, then leave them alone. While
this approach may very well generate significant sales, when

ROI RUNDOWN
Following mySAP CRM,

the average response
rate for direct mail cam-
paigns rose by 50%

the sales person leaves, all of the customer information and
collected insight walks out the door as well. A gap in sales
interactions ensues until a new sales person takes over the ter-
ritory. Waters recognized that a CRM solution could be a use-
ful tool to the field sales organization while assuring continu-
ity in its customer relationships.

The ability to track leads and annotate each interaction with
the customer is especially critical to a business like Waters,
where—except for its chemistry group—the items are big-
ticket and the sales cycle is protracted. The decision to make a
$500,000 purchase is made over time and with careful consid-
eration. Securing the sale requires six to
nine interactions with a customer and often
includes a live demonstration within a sci-
entist’s laboratory. The whole process, from
lead to quotation to closing, can take
months or even years.

Prior to implementing mobile sales in
2000, sales representatives were managing
the process of taking a lead and converting it into an opportu-
nity, i.e. a time frame associated with a potential sale, likeli-
hood of purchasing from Waters and what the dollar amount
would be. However, at that point, the absence of a consistent,
more efficient system limited the level of communication
between sales rep and management. Information such as spe-
cific pricing or a quote may have slipped through the cracks,
making the link between opportunities and what had been
quoted a tenuous one.

With mobile sales, the sales director now knows how many
leads have been qualified, how many are in the pipeline and
how many have resulted in actual quotes. The mobile sales
solution has provided Waters’ sales and executive management
teams greater visibility into field sales data. In turn, this has
made the process of rolling up sales forecasts a much more
manageable task.

In addition to better visibility into the pipeline, sales repre-
sentatives have access to their entire customer list on their lap-
tops. This includes rich profiles replete with a generic overview
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of product usage as well as quote histories. Previously that
information either was provided to them periodically in hard-
copy or available by a self-created database. Now customer
data can be updated from the field and the quotation process
can be initiated. Information flows easily in both directions,
down from management or up

to 4%, or $4.6 million. The dollar amount of the average trans-
action also has increased more than two-fold, from $400 to
$900. Although some portion of newly found sales can be attrib-
uted to channel switching, Waters believes that without c.shop it
could have experienced customer run-off.

The convenience of checking

from the field, which improves the

accuracy of the data and saves time.
As a result, Waters anticipates that
sales representatives will be able to

trative work, effectively increasing

eliminate time spent on adminis- ] { m

the time available for customer _"E I
interactions. 1| 12 ] |
The lead distribution process f_]! *:t._.-/'!"'" i

also has been shortened consider- -
ably with the advent of mobile sales.
Previously, depending upon region,

if a lead came into a local sub-

c.shop™ offers online shoppers chromatography
columns, sample preparation products, acces-
sories and Waters Quality Parts®.

prices and product availability
online has resulted in fewer
inbound customer telephone calls.
At the same time, this new service
channel has created an opportunity
} for Waters to increase cross-sale

1 and up-sell activities. When a cus-
tomer registers on Waters.com for
’ c.shop, it becomes an opportunity
to start an email dialogue with that
customer. Waters estimates 20% of
customers who receive a personal

“Welcome to Waters” communica-

sidiary, a hard copy would be

mailed to the sales representative. In order to qualify the cus-
tomer, the representative would have to mail the necessary
information back. This process took anywhere from eight to
10 days. Today, individual leads are now made available to the
sales representative electronically, enabling them to be quali-
fied in mobile sales within 24 hours.

Beyond sharing information internally, the mySAP CRM
has been useful in disseminating information to customers. By
recording how customers prefer to receive information—be it
electronic or paper—as well the kind of information that is
pertinent, Waters is able to tailor the media and the message to
specific target audiences

c.shopim: A self-service, cross-sell and
lead-generation engine

In 2000, Waters launched c.shop, an online product catalogue
and information resource. Nine months later, it was rolled out to
25 countries. The online channel, an important element in cre-
ating a single face to the customer, is used predominately for sell-
ing consumables products and secondarily for spare parts. Prior
to its implementation, less than 1% of Waters’ chemistry sales
were generated electronically. With c.shop, that number is closer

10 ©Copyright 2003 SAP AG. All rights reserved.

tion request further information or
a sales inquiry. The leads are then channeled to the appropriate
telesales or field sales representative.

Service efficiency greatly enhanced

A goal of Waters service was to maximize customers uptime
with their HPLC systems to ensure customer loyalty and satis-
faction. Rather than being reactive, i.e. waiting for customers
to call for repairs, Waters wanted to shift to a proactive
approach that focused on preventing equipment repairs
through regular maintenance as this approach would save its
customers time and money.

At the time that Waters launched mySAP CRM, the remake
of its service business was underway. However, tracking of
warranty and maintenance agreement expirations was not
done on a consistent basis. When one of the company’s 600
service engineers went on-site to perform a repair, it wasn't
always with the knowledge of whether or not a customer war-
ranty or maintenance agreement was still in force. Waters was
giving away a portion of its service instead of booking revenue.

Today, with SAP, service is managed more efficiently and
consistently around the world. When an engineer visits a cus-
tomer, he knows whether the work is under warranty or part of




Directed Autopurification

a service contract. Hours spent and utilization rates—the amount of time spent on billable
work—are monitored along with the number of services visits per year per customer. Failure
and repair rates on parts are tracked as well as a host of customer satisfaction issues in order to
provide greater levels of visibility. In addition, the system automatically generates a list of expi-
ration dates on its universe of service contracts—now at around 12,000—to facilitate the
renewal process.

Beyond better data and field service utilization, the system has streamlined the billing
process. Invoices used to be issued on paper, batched and then mailed every few weeks. Now
they are issued immediately, enabling Waters to speed collections on service receivables. Waters
recast its service business as a profit center, which now accounts for 18 percent of Waters’ rev-
enue worldwide.

Unanticipated issues of a shared, new world

The implementation of the mySAP business suite has not been without pain. The “de-duplica-
tion” process for the master customer file, for instance, was not a one-time effort. As the com-
pany started scrubbing the list, it began to notice new duplicate records cropping up at a rate
of 400 per month. One problem turned out to be the support group. Rather than doing cus-
tomer look-ups, some service technicians were adding
ROI RUNDOWN new records to the database because it took too long to
A 30-day reduction in Perform a look-up, as much as 3'0 seconds. Once the
telesales cycle time issue was uncovered, the technicians learned to use a
produced $300,000 in “match-code; a process that has reduced look-up time
additional interest income by 50% or more. Waters is now in the process of rolling
out the improved “look-up system” to key parts of the

enterprise.

Among the challenges that Waters faced in rolling out mobile sales globally, two major chal-
lenges emerged, one technological and the other cultural. The technical issue was a result of the
diversity of its laptop configuration, such as the software, hardware, memory, etc. Several
months into the implementation, Waters realized that it needed to standardize and lock-down
the configuration in order to ensure more reliable performance.

The second issue revolved around a common language. When you're a multicultural com-
pany operating in 48 different countries, defining standard terms in one consistent way isn't
easy. Yet, the integrity of the data requires that when a sales representative classifies an oppor-
tunity as “expected to buy Waters” it needs to mean the same thing whether the rep works in
Japan or Germany. This represents a level of language consistency needed to streamline busi-
ness processes. It is also indicative of how CRM cultural change can be a bigger challenge than
installing the technology.

From a technology partner perspective, Waters has been very satistied with its choice of SAP.
According to CIO Paul Newton, while over 200 technical issues have been raised in campaign
management, SAP has been very responsive. “The turnaround has been phenomenal;” he says.
“Time and again, within a quarter, SAP has delivered what it said it would. The problems have
been rectified and we've moved on.”
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kk The turnaround [on technical

issues] has been phenomenal.
Time and again, within a
quarter, SAP has delivered
what it said it would. The
problems have been rectified

and we’ve moved on. n

Paul Newton

Corporate VP, Information
Technology and CIO
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The ROI of CRM

aters decision to use a single system to assemble a

worldwide technology infrastructure has proven to be a
sound one. The global business has experienced significant,
top-line growth each year since Waters migrated from 30 sep-
arate systems to one centralized system.
The benefits from CRM have been sub-
stantial. Since the launch of mySAP CRM
in 1998, Waters has realized a 35% Internal
Rate of Return. This IRR is based on a net
operating benefit of $2.0 million on a tech-
nology investment of just over $5.1 mil-
lion. If, as the trend suggests, the company
achieves the same benefits in the second
half of 2003 as it has in the first, the IRR moves up to 42%.
After 2004, using the same conservative assumptions, the IRR
will increase to 49%. “We expected that the payback would be
significant and we're satisfied with the results,” says Chief
Financial Officer John Ornell. “The benefits to the business are

INVESTMENT BREAKDOWN

B Organizational costs $1,954,587
Marketing and field sales 1,571,000

M E-commerce 968,000
Support sell services 391,000
EDI transactional software 96,000

M Analytics 46,000

ROI RUNDOWN

Waters estimated a $7.2
million savings in initial license

fees by deploying a single,
integrated SAP suite instead
of a best-of-breed solution

The categories above include costs stemming from
hardware, software, consulting, travel, training and license
fees. Organizational costs reflect IT personnel needed to
implement and maintain mySAP CRM. It’s important to note,
however, the number of overall Waters IT personnel has
decreased since the launch of mySAP CRM.

12 ©Copyright 2003 SAP AG. All rights reserved.

obvious, and even by the most conservative estimates, it’s clear
that our investment in the SAP infrastructure is paying off.”

This viewpoint is echoed by Chairman, President and CEO
Doug Berthiaume, who is aware of a number of other compa-
nies of similar size and business model that
have not fared as well. “No one has gotten
away without spending at least twice as
much, even five to eight times as much as
we have, and yet they aren’t getting five or
eight times the utility;” he says. “In fact, evi-
dence suggests they are getting less.”

The dollar amount of Waters mySAP
CRM investment includes hardware, soft-
ware, licenses and upgrades, consulting, travel, training and $1.95
million in organizational costs. It is significant to note, however,
that Waters did not add headcount. Had it gone with another
solution, it would have needed to add staff. As it stands, head-
count actually has gone down since the implementation began.
Meanwhile, process efficiencies and productivity enhancements
have mounted, leading to cost savings and increased revenue.
Specific areas of return include, but are not limited to:

Increased revenue from early lead qualification. Waters
estimates it has generated an additional $250,000 through
leads that either would have been missed or gone stale prior to
mySAP CRM.

Greater revenue from online sales channel. The advent
of c.shop, the Waters online product catalogue, has netted an
estimated $3 million in additional sales since its introduction
in 2000. This number factors in channel-switchers, those cus-
tomers who purchased chemistry products via telephone prior
to the introduction of c.shop.

Increased revenue via telesales. Telesales, the telemarketing
group for Waters' chemistry operations, has experienced
remarkable growth as a result of leveraging mySAP CRM,
generating $750,000 since 2000.

Increased revenue via lead qualification efficiency. Prior
to mySAP CRM, all telephone leads were distributed to the



THE I F * Waters Corp. has achieved a 35% Internal Rate
R O 0 C R M of Return on its investment in mySAP CRM.

Total Direct Investments ($) 1,143,811 1,684,785 1,762,528
Total Attributable Gains ($) 265,629 977,987 2,127,792
Net Increase in Cash Flow after CRM ($) -878,182 -706,798 365,265

535,463

2,880,327 1,550,401

2,344,864 1,550,401

ROI Calculation as of June 2003: IRR of 35%

field for qualification. Now, the chemistry operation has two dedicated lead qualifiers in-house.
Associated revenue from this process change is estimated in excess of $800,000.

Reduced sales cycle time via phone has been shortened on average from 180 days to 150 days.
The ability to close 30 days sooner on sales that come in through the phone has added $300,000
in additional interest income to the bottom line.

Gains in credit backlog due to faster quote process. A reduction—from six to two—in the
average number of calls it takes to issue a price quote, has enabled Waters to book the business soon-
er, speed collections and increase the amount of interest income generated by earlier use of the funds.

Increased revenue from service plan sales. The automation of the service business enabled by
SAP has helped Waters transform a former cost-of-doing-business into a competitive advantage and
a revenue generator. Service has contributed an additional $2 million in revenue as a consequence.

Faster service invoicing. The reduction in the process of issuing service invoices from two
weeks to one day means Waters can book the revenue sooner and increase its return on the use of

the funds.

Increased response rates and reduced direct mail costs. By cleaning up its customer lists
and using mySAP CRM’s campaign management application, Waters’ chemistry operations
experienced a 50% lift in its direct mail response rate. Cleaner lists and more efficient, targeted
campaigns have allowed for three additional direct mail campaigns each year, resulting in more
sales, new customers and more long-term relationships. Cleaner lists also enable Waters to now
qualify for the cheaper, pre-sorted postage rate. Production costs for mailings, consequently, also
have declined.
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*See ROl methodology on back cover.

kk Even by the most
conservative estimates,
it’s clear that our
investment in the

SAP infrastructure

is paying off. 11

John Ornell

VP, Finance and
Administration and CFO
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Product Empower Box

What the financial results don't take into account are the
costs that Waters avoided by not choosing another CRM ven-
dor. By continuing to build on its SAP infrastructure, Waters is
able to reuse existing software licenses at an estimated savings
of $7.2 million. The company also is able to leverage the same
set of skills each time it implements a new application because
of its single infrastructure. All IT personnel provide support
across the spectrum of SAP applications, eliminating the cost
and time to train staft on different technology. Consequently,

the IT employees have a unique knowledge of Waters’ opera-
tion, which elevates their value to the organization. This
approach has helped Waters to increase the level of sales per IT
employee from $2.6 million to $9.6 million over the past sev-
eral years and reduce IT spending as a percentage of sales by
50%. As further testament to its approach—and the intrinsic
connection between loyal employees and loyal customers—
Waters has experienced a 0% turnover rate in its SAP IT staft
over the past nine years.

The Future: Connecting to Customers

aters Corp. expects to complete its worldwide rollout

of mySAP CRM by the end of 2003. Even though the
financial and business benefits to date have been impres-
sive, company management believes these results are just
the tip of the iceberg. While the company is able to collect
more relevant customer data than ever before, it isn’t being
used to its fullest just yet. The present may be bright, but
the future is even more promising; and it’s based on con-
tinuing the company’s longstanding commitment to cus-
tomer intimacy.

Now that the short-term goals have been achieved—one
face to the customer, visibility across the pipeline, the gen-
eration of greater numbers of valuable leads, more orders
and higher response rates—Waters plans to craft a longer-
term strategy that will enable it to capitalize on CRM infor-
mation with an eye toward generating higher levels of cus-
tomer loyalty, revenue and profit. This strategy could
include such elements as the creation of predictive sales
models, quantitative evaluation of marketing activities and
the development of new products that stand to differenti-
ate Waters further in the marketplace.

Already the company is putting computer chips in prod-
ucts that perform diagnostics. In the future, real-time diag-
nostics may be possible by connecting to equipment in
customers’ laboratories. Today, when a customer has an

14 ©Copyright 2003 SAP AG. All rights reserved.

instrument problem, Waters can scan the computer record

to see if it’s under warranty. Tomorrow it may be able to see
the pump pressure. Connectivity with customers could
even enable Waters to troubleshoot preemptively, scanning
to see if its equipment needs maintenance and dispatching
an engineer in advance of something going wrong.

Regardless of which advances materialize, Waters antici-
pates moving in lock step with its trusted technology part-
ner. “Like Waters, SAP is a dominant supplier to the chem-
ical and pharmaceutical industries,” says Waters CIO Paul
Newton. “There’s a convergence of strategies between our
two companies because we’re both pursuing a total system
solution on a global basis” m



The 8 Point Takeaway

By deploying an integrated, mySAP CRM solution, Waters has optimized its technology outlays
for maximum return. From here, long-term lessons emerge, as illustrated by the 8 Point Takeaway.

1. Architect before you build.

Prior to implementation, Waters articulated the strategic goals
and growing needs of the business and then mapped out a
detailed list of the system functions and features required to
meet them. The result: improved processes and enhanced
financial performance.

2. Consider total cost of ownership.

The costs associated with the decision to use a single solution
versus a best-of-breed extend far beyond those associated with
the initial implementation. By choosing the full suite of SAP
front-end solutions, including mySAP CRM, Waters was able
to leverage existing I'T investments and capitalize on the expe-
rience of its internal IT staff with each successive application.
In addition, the reuse of existing licenses saved an estimated
$7.2 million in fees.

3. Eat the elephant one bite at a time.

Once Waters understood the scope of the implementation, it
prioritized the must-haves and crafted a master timetable that
spanned seven years. Implementing one application at a time
enabled Waters to manage unanticipated technical and
cultural obstacles, glean knowledge from each successive phase
and save valuable time and money. For example, c.shop, the
Waters online sales channel, was rolled out to 25 countries in
just nine months. c.shop has netted an estimated $3 million in
revenue since 2000.

4. Be loyalty-worthy.

Studies have shown that companies with loyal employees, cus-
tomers and suppliers are rewarded with superior financial
performance. The average tenure of a Waters employee is 10
years. Its top 50 customers have been with Waters for more
than two decades. Waters has never competed on price. Its
prices are as much as 25% higher than the competition,
demonstrating that customers are willing to pay premium
prices when they see value.

5. Automate to differentiate.

MySAP’s business suite tools helped Waters transform its service
business from a cost center to a profit center. Through automa-
tion, Waters now acts on service agreements before they expire,
anticipates part replacement and prevents costly repairs that are
disruptive to scientific work. Its service business is now a com-
petitive differentiator and contributes 18% to the bottom line.

6. Consider cultural implications.

Having the right tools isn’t enough. Employees have to use the
tools if the organization is going to reap the full benefit. That only
happens when employees can see the value of the tool to their
particular function. When the Waters service technician saw how
the record look-up function could be done in less than half the
time, he stopped creating new, duplicate records, enabling Waters
to maintain a cleanly scrubbed master customer list.

7. Consolidate for savings.

The cream may rise to the top for the dairy farmer, but for the
information technologist, it’s the dirt that rises. As soon as lists on
separate systems are consolidated, duplications emerge quickly.
By eliminating duplications in the master database, the chemistry
group was able to benefit from a cleaner and more targeted
source, enabling it to reduce its mailers from 40,000 to 32,000. A
cleaner, more accurate database has saved Waters money in both
print production and mailing costs, enabling it to qualify for a
better postal rate and even to increase the number of campaigns
it conducts each year.

8. Seek support from all corners.

When it came time to replace its legacy systems, Waters CIO Paul
Newton engaged the heads of all the businesses and a collective
decision was made. A recommendation was presented to the
CEO and an unequivocal buy-in secured before any dollars were
invested. During the mySAP CRM rollout, vested business own-
ers, such as Waters’ sales director, got their hands dirty in the
implementation to ensure its success.
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About the ROI Review

The ROI Review, published by Peppers and Rogers Group, is a
periodic report detailing the implementation of enterprise-
wide, client-server applications, specifically the mySAP CRM
customer-centric solution.

ROI Methodology

To assess the overall financial impact of the mySAP CRM
implementation, Peppers and Rogers Group used two core
methodologies:

First, a ValueMap?®, a proprietary tool to Peppers and Rogers
Group, was deployed to pinpoint the financial impact of specif-
ic elements of the CRM implementation on unique customer
segments and treatment types. The ValueMap® takes a “bottom-
up” approach to determine both current and prospective results.

The methodology of the ValueMap® is to identify customer
segments and touchpoints affected by the mySAP CRM proj-
ect and their related financial objectives. Then identify the
specific functionality enhancements as well as key metrics
impacted by each enhancement.

At that point, assess the post-implementation levels of the
metrics and model the positive impact of the changes in cost
savings or contribution enhancements. Then calculate total
attributable gains plus the direct investment costs and changes
in any other overheads (staffing, agency fees, etc.). The Return
on Investment (ROI) calculation included the cost of both exter-
nal and internal implementation work as well as incremental
hardware.

Second, in addition to ValueMap® calculations, Internal Rate
of Return (IRR) was used to determine the final ROI of the
implementation. IRR was the chosen ROI methodology
because it is the most conservative and explicit approach. Also,
it is not dependent on estimating the appropriate hurdle rate
(discount rate or opportunity cost of money) to be applied.

The IRR methodology is applied to net cash flows generated
over the relevant time horizon measured in accordance with
the Cash Flow Return on Investment (CFROI). This method-
ology has the advantage of eliminating the impact of company
specific taxation circumstances and policies, as well as nation-
al corporate taxation conditions in the various countries in
which the ROI Review studies take place.

For more information on The ROI Review

please call 1-800-283-1SAP

Peppers and Rogers Group

Founded in 1993 by Don Peppers and Martha Rogers,
Ph.D., Peppers and Rogers Group is a management con-
sulting firm recognized as the world’s leading authority on
customer-based strategy. It is dedicated to helping compa-
nies identify differences within the customer base and use
that insight to maximize the value of every customer rela-
tionship. Peppers and Rogers Group publishes a series of
newsletters and periodicals that reach more than 250,000
individuals each week around the world.

Authors

As Principal at Peppers and Rogers Group, Tom Spitale is one of
the most seasoned and versatile practitioners in CRM consult-
ing. Since 1998, Tom has helped guide a number of Fortune 100
clients including Ford, Crutchfield and Wyeth Nutrition.
Previously, Tom helped Wal-Mart’s Sam’s Club, RJR/Nabisco
and GE Capital achieve dramatic growth in his areas of respon-
sibility. While at GE Capital, he received the Pinnacle Award for
quadrupling cross-sell profits in just two years.

As Executive Editor of Marketing and Client Deliverables,
Christopher Helm has spent three years bringing Peppers and
Rogers Group’s thought leadership to readers around the globe.
Chris holds a B.A. in Political Science from John Carroll
University, a M.A. in History from Youngstown State University,
and is a doctoral candidate at the Graduate School and
University Center of the City University of New York.

Author JB King is a marketing communications professional
with over 20 years experience in corporate, media and agency
settings. She has counseled numerous companies on effective
marketing and brand awareness including IBM and Fleet
Capital. JB is a former Senior Vice President of Lehman Brothers
where she was responsible for producing the firm’s marketing
and communications materials worldwide.

Sara Nelson is a Consultant at Peppers and Rogers Group with
expertise in global CRM strategy and implementation. Since
2000, Sara has worked with Jaguar, Wyeth Nutrition, Verizon and
other top companies. Prior to joining Peppers and Rogers Group,
she was a Senior Business Analyst with Marketing Corporation
of America’s Management Consulting Group, where she worked
with leading Fortune 500 clients such as Pfizer, IBM and Pepsi.

or visit www.sap.com/solutions/crm/customersuccess/roi.asp

Please refer to material no. 50063551.

For our summary of this ROl Review, please refer to material no. 50063552.




