Many organizations are on a
journey to standardize and
optimize their businesses in
order to save costs and provide a
better service to their customers.
Master Data Management (MDM)
should not be neglected on this
journey. This article aims to
convey the importance of master
data management (MDM), to give
practical guidance on how to
service this as a global business
service, and which prerequisites
and pitfalls are relevant and need
to be taken into account.
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INTRODUCTION

Master data is basic business data that is used in common
processes in each organization. Examples include the
parties a company is doing business with (e.g. customers
and vendors), locations where work is performed, or parts
are stored (e.g. offices, warehouses) and the materials
used or created during production processes (e.g. (raw)
materials and products). Master data is everywhere and
serves as the foundation for business processes.

To be able to successfully standardize or optimize busi-
ness processes according to global standards, master data
should be of high quality and conform to global data
standards. For example, when working towards a central-
ized purchasing strategy, the master data within the
source-to-pay process should be standardized, be consist-
ent and of high quality to facilitate this. Managing this
master data is therefore essential when organizations
embark on this journey.

One of the means to facilitate the standardization and
optimization of certain business processes is setting up
Global Business Services (GBS) for MDM. GBS is a
next-generation operational and organizational model
that enables organizations to deliver business processes
such as HR, finance, IT, and customer care to internal and
external customers. It is often applied on a global scale
using multiple service delivery models, including out-
sourcing, shared services and, increasingly, cloud solu-
tions ([Brow16]).

Master data is by nature

complex, especially

when data needs to be
standardized throughout
different businesses within

an organization
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MASTER DATA MANAGEMENT
Master data

Defining master data is complex. Therefore, a simple
guidance should give more clarity on what could be
classified as master data. Figure 1 can be used to define
your master data.

However, there is no universal view on what can be con-
sidered as master data. Master data is by nature complex,
especially when data needs to be standardized through-
out different businesses within an organization. Some
examples:

e After the creation of master data, it runs through
different parts of business processes (e.g. material master
data is used in procurement, supply chain and finance);
¢ The complexity of business processes is often reflected
in master data (e.g. multiple variants of the same pro-
curement process results in a different setup of a vendor
master or purchasing info records);

e Many definitions exist throughout the organization
(e.g. no single definition to define a material).

Master data management

Master data, which is complex and greatly affects busi-
ness processes, needs to be managed properly. This chal-
lenge becomes especially real when organizations are on
ajourney to centralize and globalize their business.

But s there really a need to centralize and standardize all
master data? The answer is no, in the same way that it is
not required that all data needs to be maintained cen-
trally. Multiple factors influence the best organizational
model for companies to govern their master data versus
the maintenance of their master data.

Figure 1. Characteristics of master data ([Jonk11]).

» Created once, used often
* Created here, used everywhere

* Used in various different business processes
 Often include complex and sensitive information

Strong impact on integrity of transaction data
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Adequate management of master data

is key to effective and efficient
business operations




To understand the concepts of this article, elaborating on
master data management as a global service, the follow-
ing principles should be taken into account:

e Data governance needs to be organized top down
from a strategic level ((Unent2], [Staa17]). Meaning that
classifying data as global and deciding on how it will be
governed and maintained is a strategic decision;

e Datashould always be owned by the business
([Jonk11], [Staa1y]). Nevertheless, even if master data is
governed centrally or even maintained centrally, owner-
ship always remains within the business.

One part of master data management is to define which
data to govern centrally or maintain centrally. More
details on how to define these types of data and define
the best organizational model is discussed in the arti-
cle [Staar7] on organizing data management activities.
Master data management is of course much broader.
Master data management, in a nutshell, refers to all the
processes, governance structures, content and quality
of the data in place, including facilitating tooling and IT
systems to ensure consistent and accurate source data for
all business processes ([Jonkr1]).

GLOBAL BUSINESS SERVICES

The scope of Global Business Services within organiza-
tions is growing intensively. Where GBS are established
to deliver, mainly operational, services; more and more
organizations are implementing a global process owner
structure within GBS, to facilitate or even enforce stand-
ardization and optimization within business processes.
These so-called Expertise Centers are responsible for
embedding these standard global business processes
throughout the entire organization.

Figure 2. KPMG’s Master Data Management framework.
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The ambition of organizations which are on the journey
of centralization and standardization and even have the
GBS capabilities in place, cannot neglect the importance
of MDM. It is not only a necessity, but also an opportu-
nity for GBS entities to deliver MDM as a service to the
organization. Therefore, GBS is the perfect platform to
enable best-in-class MDM throughout the entire organi-
zation ([Brow16]).

Master data management as a global business
service

Itisnot necessary to centralize all MDM related activi-
ties to Global Business Services. To get started, the most
relevant master data, which has the largest impact on
global and standardized business processes, should first
be identified. In a previous article [Staa17], we elaborated
on defining which data should be centralized within

a global data management function, or which data to
‘should be left to the business’ In this section we do not
attempt to identify which data should or should not be
centralized, but which services can be provided and how
to organize Master Data Management as a global busi-
ness service.

It is not necessary to
centralize all MDM
related activities to
Global Business Services

Governance

« Set clear (global) ownership and accountability for master data

« Establish hierarchy of responsibilities that provides and enhances the quality of master data
* Create a MDM organization and operating model

 Provide overall vision, strategy and guidance

Processes

« Consistent and standardized process models for MDM, aligned to business processes

« Clear operational roles, tasks and responsibilities

* Process documentation: models, descriptions and flow diagrams

* Focused on 4 essential processes: data migration & integration, data maintenance,
data quality assurance & control, archiving

Content & Quality
» Set and monitor quality standards for
master data and its attributes
 Standard master data definitions
» Data model and architecture (including meta data)
* Metrics and business rules for master data quality
* Integration with business controls and risk
compliance
* Master data quality reporting

Systems & Tooling

« |T systems to support governance, data
quality checks and operational processes

« |dentification of source systems and
target systems

* Master data solution architecture

* Mapping of master data attributes in
source/target systems

* Workflow tooling

Outsourcing resolutions — be agile, automate, multisource



Master data services

Maintaining master data often constitutes a large por-
tion of the work within a business; from the create, read,
update and delete (CRUD) processes to mass changes,
data cleansing and data migration. Especially when
these activities are repetitive, they can be nominated to
be performed by GBS. In turn GBS would deliver these
standardized services in a service level agreement.

Besides these repetitive activities, GBS are increasingly
positioned to provide Expert Services to facilitate and
even enforce MDM standards, organize governance and
even report on and manage and monitor data quality.

Global Business Services for Master Data can therefore be
split into two types:

® MDM Expert Services fulfills a business partner role
for MDM (e.g. MDM Demand Management), drives
continuous improvement and provides MD(M) expertise
and support to the Global Process Owners and the spe-
cific business;

® MDM Operational Services provides operational
services (e.g. maintenance of master data, data quality
checks and cleansing services), and ensures service
agreements are in place and processes exist to manage
requests, incidents and changes. It also ensures the per-
formance of MD operational services in accordance with
agreed targets.

Abrief elaboration of these services and their value is
givenin Table 1.

Master data services operating model

The operating model for Master Data Management is by
design split into two categories: operational and expert
services. These expert services need close alignment

Table 1. Master data services.

to the global business process owners to facilitate and
advise on everything that is required with regard to
MDM in their processes. Operational services, on the
other hand, can be nearshored, offshored or outsourced
to cost efficient countries, if the processes are mature
enough. This directly impacts part of the quantitative
business case for providing MDM as a service, because

a business case for merely MDM is most often of a quali-
tative nature ([Staar3]). The main indicators to calculate
the quantitative business case are:

¢ FTE reduction, giving back time (improving pro-
cesses/performance) and focusing on first time right;

¢ eliminating business errors/disruptions due to incor-
rect master data;

e FTE tolow cost countries by nearshoring, offshoring
and outsourcing.

GBS is often hierarchically positioned as a staff function at
the corporate level. Meaning that the mandate is often lim-
ited to providing services to and facilitating the business.
The main challenge to transfer MDM services within GBS
isinteraction with the business and enforcing process and
data standards in existing business processes. A simple
example is using the same procurement principles (e.g.
payment terms) throughout the organization.

Proper governance in defining GBS’ role and accountabil-
ity towards master data is a prerequisite to be successful
in this. When governance is not in place, MDM within
GBS will fail. On the other hand, if the governance
between GBS and the business is not in place for global
process ownership, it will also fail.

Therefore, MDM should be organized in the same way as
the global process ownership operating model within the
organization.

m ngh = description _

MDM Foundation

(MDM expert service)

MD Analytics & Curation

(MDM expert service)

MD Projects

(MDM expert service)

MD Operations

(MDM operational service)

Setting the foundation for MDM within the global
organization (e.g. Set and deliver MDM standards, develop
and implement roles and responsibilities, communicate
and promote the value of MDM, etc.).

Identify and improve data quality by various means (e.g.
data profiling and continuous improvement, assess and
analyze data quality, setup MDM dashboards to
continuously be able to monitor and control, etc.)

Be able to plan and manage master data related projects
(e.g. data cleansing projects), but primarily be involved as
MDM liaison in other projects (e.g. ERP projects, data
migration projects, etc.).

Standardized service to perform regular master data
maintenance activities (e.g. Create, Update, Delete |
Vendor, Material, etc.); but also facilitate in the execution
of data cleansing, migration and recurring reporting on
data quality issues.

Master Data Management as a Global Business Service

Ensure that mature, standardized and efficient MDM is
available for the organization and is applied by the
organization.

Dedicated focus on identifying and improving master
data quality and continuous improvement of business
processes through master data.

Ensure that Master Data Management and the quality
of master data is embedded ‘By Design’ in business and
in IT transformation and change.

Give back time to the business regarding MD
operational activities, by performing these activities
more operations more efficiently (economies of scale).



The model in Figure 3 reflects the split between MDM
Expert Services and MDM Operational Services. It is very
important to detail how MDM within GBS can facilitate
the global process owners and how it will deliver services
to the business.

Prerequisites for success

To successfully implement and enforce standards within
the organization, it is important to consider the follow-
ing:

® Sponsorship at the C-level: in the executive committee
there should be at least one member who is accountable
and provides sponsorship for MDM. Getting things done
on a global level is difficult and challenging and almost
always requires assistance from the C-level;

® Awareness throughout the entire organization: ‘what’s
init for me?’ is the most frequently asked question in the
business. Showing the impact with facts and figures is
therefore a great way to create awareness. Involvement
and support of local organizations is crucial and should
not be underestimated;

®  Facts and figures: simply stating that MDM is impor-
tant, does not create a sense of urgency amongst employ-
ees. Though they generally understand this better than
amuch of the senior management. Showing facts and
figures and as soon as possible creating data quality,
process quality and business impact dashboards (related
to master data errors) does and therefore is of great
importance;

® Make use of existing MDM expertise in the organiza-
tion: organizing MDM as a global business service does
not mean you have to start from scratch. Organizations
often already have global or semi-local data management
offices and functions. The knowledge already resides in
the business, so it is a prerequisite to use this expertise in
the new organizational setup;

® Mature and organized GBS: a clearly defined process
and governance of an existing GBS organization support-
ing its business is a prerequisite to be successful in MDM
serviced from GBS.

Pitfalls and challenges

Although recognizing the above design principles and
prerequisites to be successful, there are pitfalls that

need to be taken into account. In KPMG’s experience the
following pitfalls are most the important:

® Change management: implementing MDM as a global
business service will affect people. Not only will the
organization structure change, but people’s jobs will also
change. Especially when nearshoring, offshoring or out-
sourcing activities to low cost countries, jobs will be lost
on-shore. Since people in their current positions fulfill an
important role during transition activities, an effective
change management strategy needs to be in place;
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Figure 3. MDM Services Operating Model.

Business

Global Functions

‘What's in it for me?’

is the most frequently
asked question in the

business

® Quwnership and leadership: clear ownership and leader-
ship also needs to be in place during the pre-stages of the
setup of MDM within GBS. Not only to facilitate and hold
discussions but also to setup a proper landing organiza-
tion;

e Lift and shift versus fix and shift: standardized, well
documented and efficient processes are easy to transfer
to other parties inside and outside the organization. It is
often the case that thisis not in place. There are multiple
strategies that define what to do when to-be transferred
processes are not of sufficient maturity, or simply when
tacit knowledge is of major importance in execution,

and this cannot be standardized or documented. The
dilemma is to choose between ‘lift and shift’ (transfer pro-
cesses as-is) or ‘fix and shift’ (optimize processes before
transferring). ‘Lift and shift’ gives a clear scope and the
ability to fix during or after the transfer. ‘Fix and shift’

Outsourcing resolutions — be agile, automate, multisource




MDM is a prerequisite
for an organization’s
journey towards
standardization

and optimization of
their business

delays the process of transition and does not take global
standards into account. This means you often have to
apply a fix again after the transfer is complete;

® Focus on both qualitative and quantitative benefits: of
course cost reduction is one of the tangible goals of a GBS
organization, in moving activities to low cost countries.
Thisis alarge part of the quantitative business case for
MDM as a global business service. But really the main
business case is qualitative. Being able to standardize
and deliver expertise services to help the organization to
improve, adds far more value;

o Too optimistic in near/offshoring and outsourcing oppor-
tunities: the connection and relation to the business
(end-users) is key in MDM. You are servicing the business
in managing their data properly. You have to take into
account the quality of the service provided by a near/
offshore or outsource location. The distance to the busi-
ness is potentially much greater, as well as the business
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knowledge needed to perform certain activities. Espe-
cially when MDM is not yet mature, transferring these
activities to low cost countries before a proper transition
isin place, is a large risk for success. This will affect part
of the quantitative business case, but from a qualitative
perspective it makes sense to optimize first before using
near/offshoring or outsourcing options;
e Formalize the service model and accompanying service
levels: delivering services needs to be formalized with
regard to accountability and responsibility. Two primary
questions are relevant here:
- Whois going to pay for the service and how are prices
set?
- How can the quality of the service be guaranteed?
Both questions should be answered in a formalized
service model with accompanying service levels on both
the processing time and the quality of the work. The
service model should define the mutual accountabilities
in delivering the service.

CONCLUSION

MDM is a prerequisite for an organization’s journey
towards standardization and optimization of their busi-
ness. It is a major opportunity to approach MDM from

a global perspective to facilitate this journey. Setting

up MDM as a global business service is therefore a good
strategy to choose. In this article we have seen that there
are important prerequisites to be successful, and multiple
pitfalls to be overcome when servicing MDM. But when
organized properly, MDM as a global business service
issomething that all organizations striving towards
standardizing and optimization of their business should
think about.
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