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Finding the Business Value of Consolidation
The specific business value of business consolidation can be understood by using two different but
related analytical frameworks: one that focuses on data quality and quantity, and the second, as termed
by EAC, the Do or Die framework. The former focuses ROI analysis on the business issues that can be
addressed by having the right kind and amount of data to support business requirements, while the latter
focuses on the problems that companies have in meeting legal and regulatory requirements, regardless of
whether a specific ROI case can be established or is even needed.
Data quality and quantity issues, although generally related, are best analyzed separately. Data quality is
an area that has been well studied by the likes of the Data Warehousing Institute, which in a recent study
showed that business drivers related to improved analysis and customer satisfaction – as well as other
business issues relating to having a single version of the truth – were among the top five benefits from
having high quality data.

The ROI from high quality data extends broadly across every industry vertical. In service industries such as
financial services, insurance, and telecommunications, the ability to work from a single customer instance
and provide a synchronized set of buying and service options to customers has an enormous potential
value, one that is hard to calculate from an ROI standpoint only, because it represents opportunities that
simply didn’t exist previously.
High quality, consolidated data also provide ROI benefits due to the exposure of hidden costs or expenses
that are simply unknowable without a truly consolidated system. A good example comes from an
insurance vendor interviewed by EAC that was able uncover a pattern of fraudulent policy sales by its
agents, following a business consolidation project. This company, which requested anonymity due to the
sensitive nature of the problem, consolidated previously separate renewals, cancellations, and new policy
databases, and in doing so, revealed a pattern of fraudulent activity that was costing the company $14
million per year.
The issue of data quantity is a more complex issue to analyze, largely because most consolidations throw
out the majority of historical data, retaining one or two years’ worth at best, and there is therefore a
paucity of information on which to build an ROI case related to data quantity. Nonetheless, there are
good examples of the negative impact of not maintaining the correct quantity of data, particularly
historical data that may no longer be relevant in a transactional sense, but have a high value in terms of
reporting and analytics.
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The issue of data quantity can best be seen in the context of regulatory compliance. The FDA-regulated
industry requirements under 24 CFR 11 are a good case in point: Among other things, this regulatory
regime required that pharmaceutical, consumer products, and other FDA-regulated companies maintain
six years of data relating to research and clinical trials. The practical aspects of implementing these
regulations can be daunting to companies that are merging, acquiring, divesting, or otherwise altering the
database infrastructures that underlie and support their research and development efforts. Often, these
databases are multiple terabytes in size, and considering the high degree of M&A activity in these
markets, the requirement for data and business consolidation is virtually continuous. Furthermore, the
nature of the FDA’s inspection and enforcement efforts are such that requests for information – often
historical information going back the mandatory six years – must be filled in a matter of hours, if not days.
The risks of failing to meet 24 CFR 11 requirements for a pharmaceutical company are a classic case of do
or die. With the cost of bringing a new drug to market approaching $1 billion in many cases, and the
relatively short timeframe in which patent protection provides maximum profitability – while patents are
typically awarded for 20 year periods, much of that time can be taken up in discovery, research and
development – lost time due to regulatory non-compliance can cost pharmaceutical companies enormous
sums. The Clinical Data Interchange Standards Consortium (CDISC), a pharmaceutical industry standards
group, estimates that delays in FDA approval can cost pharmaceutical manufacturers up to $1 million per
day.
This kind of do or die scenario is, in fact, replicated across all regulated industries, whether the regulation
involves existing SEC regulations like Sarbanes-Oxley, global manufacturing standards like ROHS-WEEE, or
forthcoming regulations like those likely to be imposed on carbon-based emissions. Accordingly, every
company must plan for its response to a do or die scenario, and, as explained below, business
consolidation that includes retention of historical data offers vast savings in comparison to other
alternatives, thereby creating a separate quasi-ROI component for that form of consolidation.
Consider again the choice between full business consolidation that retains all history, brute force business
consolidation that moves over a limited amount of history, and mere technical consolidation. Without full
business consolidation and data retention, the needed response to a “do or die” requirement would be
made by maintaining and reviving to active status otherwise unused data systems, culling the information
from those systems, adding the data to post-consolidation data that is stored in the revamped (but
incomplete) system, and preparing the report. This process is costly, time-consuming, and potentially
fraught with error.
By contrast, a company that undertook a business consolidation that retained history would have a much
different process, with a much lower attendant on-going cost. The data needed for the report would be
available by a fairly routine query of the integrated system that houses complete, consistent, and correct
data – with an effort and time to response no different than any other ad hoc query, and with a level of
accuracy that cannot be matched by any other consolidation method.
In that way, a business consolidation effort that retains and integrates all historical data can offer an ROI
in several ways. The first component of ROI comes from the fact that the old systems do not need to be
warehoused or archived and then revived to meet the needs of queries against historical data. The second
ROI component comes from the rapidity with which a response can be generated without the need for an
extraordinary expenditure of resources. The third ROI component comes from the far greater guarantee of

Copyright © 2016 eprentise, LLC. All rights reserved.

www.eprentise.com | Page 4

Finding the Business Value of Consolidation
accuracy – and therefore compliance – due to the completeness of the data consolidation effort and the
resulting simplicity of the query and reporting process.
Again, the contrast between technical consolidations, limited business consolidations, and full business
consolidations is clear. Companies that fall under the many regulatory regimes that govern business
processes are subject to enormous risk if they fail to execute a business consolidation that includes
historical data. Absent a business consolidation effort, companies must maintain extremely complex and
inefficient database environments – at an enormous cost – in order to be ready to meet vital regulatory
and other business requirements. The kinds of technical consolidation, data migration, or data integration
projects that predominate in other industries – which at best move forward one or two years worth of
historical data – are simply inadequate to meet these requirements.
Thus, the ROI of maintaining the data essential for meeting the reporting requirements of regulations is
largely incalculable in the face of the consequences of non-compliance, which can mean the loss of
production capability, profitability, market availability, and in the most extreme cases, legal sanctions that
can largely cripple an otherwise vibrant company.
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