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Digital transformation requires 
consistent master data 

By Patrick Braun, Dr. André Claassen, and 
Frank Rochlitzer, consultants at KPS 

Master data management is a topic that is 
underestimated in many areas, but its importance is 
currently on the rise, particularly in the retail sector. It 
is a key component in successful digital 
transformations. 

Imagine if computers could calculate the best prices. 
This is an idea that fascinates many retailers. And it is 
now technologically feasible. Leveraging sales data, 
systems can predict how demand and the product life 
cycle are likely to develop and recommend a new price 
on this basis. And what about creating made-to-
measure prices for specific customers based on their 
purchasing history? 

Dynamic pricing is just one example of the new options 
being opened up by big data and real-time analyses. But 
to reach this point, most companies must first undertake 
a digital transformation, which often entails rebuilding 
their retailing platform from the ground up. In many 
cases, one aspect continues to receive too little attention 
– master data management. At the end of the day, if the 
analyses and evaluation tools are to do their job, the 
master data underpinning them must be correct. 
Otherwise, there is the danger of the system making the 
wrong recommendations, whether for pricing or other 
important decisions. This can result in e-mails for the 
latest premium baby food promotion  

accidentally landing in the inbox of single retirees, for 
example. Gaffes of this kind not only annoy the 
individuals affected, they can also cause major 
reputational damage if they become public. 

DIGITIZATION PRESENTS NEW 
DATA REQUIREMENTS 
Digitization raises the bar when it comes to consistent 
master data. In the past, people were the ones who 
analyzed data, drew conclusions, and took decisions. 
Today, mathematical models handle these functions. 
But even the best mathematical procedure will not get 
you far if the data basis is incorrect. And this is 
becoming increasingly challenging. Many retailers 
already have multi-channel capability, engaging their 
customers via various channels, both online and at 
bricks-and-mortar stores. A standardized, constantly 
up-to-date data basis is a basic prerequisite for serving 
these channels consistently. And this is all the more true 
when companies decide to take the next step in 
digitization and achieve omnichannel capability. 

By making this move, retailers additionally integrate 
personal data into their IT system. Now they are not only 
able to serve their customers across channels, but also 
to analyze and support them individually. And it makes 
no difference whether a customer contacts the company 
via a store, a call center, social media, or some other 
touchpoint. Omnichannel involves the total 
synchronization of all transactions involving goods and 
customers – in real time. 
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This, coupled with organized master data, enables 
companies to engage their customers consistently across 
all channels and offer them made-to-measure prices and 
availabilities. 

The appeal here lies in linking the transaction data with 
the master data. For example, customer transactions can 
be used to determine the number, volume, or even the 
specific product groups of purchases over a given 
period. The system can use transaction data of this kind 
to determine customer loyalty and associate it with a 
discount of the following kind, for example: “Anyone who 
shops at our store ten times is a loyal customer and gets 
a five percent discount.” Based on this model, the system 
can also assign specific statuses to customers, managing 
them as first-timers, regulars, or VIPs. 

In addition to all the substantive arguments, this gives 
rise to an operational imperative to harmonize master 
data. Advances in information technology are now 
forcing companies to tackle this issue – an issue that 
many companies have preferred to put off till later. 

STANDARDIZED MASTER DATA – ANY TIME, 
ANYWHERE 
Right now, one technological development is making 
master data an even hotter topic. Since October 2016, 
a new software solution has been available from SAP – 
SAP S/4 HANA Retail for merchandise management. 
This new solution for the first time enables all the key 
demands placed on a digital business model by 
customers, vendors, and partners to be supported on 
the basis of standard software. For many companies 
intending to implement digital transformation projects 
or already operating in the new digital world, the new 
SAP software will be the solution of choice. But 
deploying the software depends on one key factor – 
standardized and organized master data. 

From a technological perspective, there is one main 
challenge that must be mastered. The system must 
provide real-time access to the right, error-free master 
data at various locations within the company. Until now, 
the classic approach has been to ensure data 
standardization through replication or technological 
comparisons. However, this results in parallel data 
repositories, containing data that, while standardized, is 
redundant. In the omnichannel world, this approach is 
soon stretched to its limits. The influx of information from 
the various channels sends data volumes skyrocketing 
making it impossible to store and manage data 
consistently and redundantly in real time. 

The obvious solution is to tear down parallel data silos 
and replace them with one data repository that all the 
various departments can access. This means master 
data now exists only once and is made available for the 
various application and departmental views from a 
single location. In other words, there is only one original 
data pool, which requires no replication mechanisms or 
data redundancy. As a result, the system is considerably 
faster and far less prone to error. 

This is where the SAP software comes into play. The core 
SAP S/4 HANA Retail for merchandise management 
product is the first to provide real-time support for 
purchasing, sales, and logistics processes based on a 
standardized data pool – a technological quantum leap. 
With this new product, software vendor SAP has totally 
revamped and vastly simplified its range of applications. 

ENSURING THE QUALITY OF MASTER DATA 
But if companies are to operate successfully in the 
digital world, a technological master data solution alone 
is not enough. The even greater challenge lies in 
harmonizing the content of the data pool and keeping 
it free of errors – ensuring the quality of the master data. 
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This begins with very basic considerations in accordance 
with the company’s strategy. During a transformation 
project, essential processes such as purchasing and 
sales are redesigned and must be supported by the 
appropriate master data. The key question is therefore: 
“Which information do we need for the individual 
process steps to execute this process and automate it, if 
possible?” 

The specific information that is ultimately required can 
vary considerably from company to company. Some 
retailers may wish to leverage cross-selling potential. 
They are interested, for example, in an automatically 
generated list of suggestions and must be able to 
evaluate which customers recently bought which 
products. Other retailers find it far more important to 
offer a high level of service to a particular customer in a 
particular area. 

Once it is clear which master data is required, a 
particularly critical project phase follows. The existing 
master data must be transferred to the new system. This 
initially involves checking the legacy data to determine 
which remains current, which contains errors, and which 
is still needed. The situation is comparable to moving 
house. Anyone who has lived in the same place for ten 
years piles up a lot of stuff in the basement. The 
question is: Should it be moved to the new apartment? 

It does not take long for large retail companies to 
accumulate several million master data records, which 
must be checked. In some cases, it is necessary to 
correct or reject more than half of the data records. And 
companies repeatedly face the following question: 
Should we take this old “packing case” with us and 
check the data inside it? Or should we leave it where it 
is and make a clean break? A clean break of this kind 
can mean transferring only the data of customers the  

company has actively engaged with in the past three 
years and whose addresses are most likely correct. 

The first step in quality assurance is therefore to avoid 
transferring any superfluous or incorrect data to the 
new system. Another challenge is preventing errors 
when migrating the data. For example, if information in 
the legacy system is in fields that do not exist in the new 
system, corresponding adjustments are necessary. This 
is also a challenging task that requires multiple test runs 
prior to going live. 

And the issue of master data does not go away once the 
project is complete. The data pool must be continually 
updated and kept free of errors so that the quality of 
the analyses and evaluations is maintained, and the 
benefits of digitization are not lost. 

Retail goes through various stages of digital 
transformation, from simple internet platforms to multi-
channel concepts right through to all-embracing 
omnichannel approaches. The issue of master data plays 
a central role in digitization, and insufficient 
consideration is often given to the demands this 
transformation places on master data. To operate 
successfully in a digital world, the individuals responsible 
for master data management processes must be clearly 
defined. There must be a corresponding technological 
solution capable of meeting the requirements of all 
corporate units in real time. And processes and 
technology must be stay flexible if it is to meet 
increasingly complex requirements. 

Companies that have recognized this and are already 
taking appropriate steps are better equipped for the 
future and will reap the practical benefits of digitization. 
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