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ABSTRACT

Enterprise resource planning (ERP) systems are highly complex business information
systems. The implementation of these systems requires a high cost, company time
and resources. This article identifies supporting of the company strategy through the
ERP system. Successful implementation of the business strategy should be supported
by an appropriate ERP system. An empirical and research study of an implementation
process of company strategy through ERP system is presented and discussed in terms
of the key factors. Our attention is focused on the most critical areas of ERP systems
and implementation process of the company strategy the abstract section.
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1. INTRODUCTION

Many companies start a selection ERP project by
asking the users what they need in a new system.
This approach will miss key requirements needed
for the business to succeed with its business plan.
The business needs to be sure the business strat-
egy is input and linked to the ERP strategy. [6]

A new ERP system is one of the components of
the company information technology strategy,
and the information technology strategy should
support the company’s business strategy. The
company business strategy should be one of the
inputs to the ERP requirements.

2. Company Strategy

Most companies have a multiyear business plan.

The plan usually includes the following:

m Vision of next few years for the company.

m Mission statement.

m Annual goals and objectives.

m Strategies.

m Plans and action.

mSWOT analysis (Strengths, Weaknesses, Oppor-
tunities, Threats).

m Competitive and market analysis.

m Critical success factors that are needed to achieve
vision and goals.

W Key measurements.

Often the company management has the enter-
prise departmental managers develop business
plans to support the company plan. When plan-
ning the needs of the future system, the company
and the department plans need to be input to the
definition of the new system. The business plan
can drive critical requirements for the new system.

ERP selection team assists the development of
a Business Goal Driver Framework. This framework
will link critical ERP software requirements to the
business goals. The framework has the following
linkage:

m Business goals are linked to strategies.
m Strategies are linked to processes.
m Processes are linked critical software function.

The development of this framework depicts how
the company business plan is linked to the future
ERP system. The ERP team builds a framework that
shows the connection of the:

m Goal to Strategy.
m Strategy to Process.
W Process to ERP Requirement.
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By analyzing the business goal, and linking it to a
business strategy, that links to a business process,
and ERP requirement, the Team has identified and
defined a critical requirement that will be used to
evaluate ERP software. This framework commu-
nicates to everyone involved in the project the
importance of the software requirement. It also
establishes a clear objective and ROl for manage-
ment in the implementation of a new ERP system.

(2]

3. Assumptions of the Successful ERP Project

The ERP project has to be aligned with overall
business strategy. This reader is absolutely right:
aligning an ERP implementation with a company’s
overall business strategy is a difficult and often
overlooked component of a successful project. |
think the main thing needed is to take a top-down
approach to defining business processes and then
ultimately arriving at an ERP solution that fits the
overall business. [7]

In other words, before you can configure a sys-
tem to enable your desired to-be processes, you
need to define what these to-be processes look
like. In order to understand your to-be processes,
you need to know your operational strategy. And
before defining your operational strategy, you
need to define your overall corporate strategy and
objectives.

So this is why the appropriate approach to en-
sure a successful ERP project that is aligned with
the overall corporate and operational strategy is to:

Define corporate strategy and objectives. Typi-
cally, management has to look at a 3-5 year horizon
when helping company through the process. They
also are challenged to answer the question: “where
do you want the company to be in 5 years?” Also,
“what operational strategy is required to enable
this higher-level corporate strategy?”

Once they have clearly articulated the company
strategy, then management need to define its “to-
be” business processes that will enable this corpo-
rate and operational strategy.

Then, establish the performance measures at the
corporate, operational, and business process lev-
els. These measures should help them identify how
successful you have been in executing against
their defined strategy. They should also align with
reports that come out of ERP system.

Finally, they can begin designing, configuring,
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and testing the system to ensure that it is aligned
with 1-3.

The unfortunate thing is that most companies
start with 4 and skip steps 1-3. By following all
four, however, companies can be better prepared
to ensure ERP alignment with overall company
strategy. Organization’s overall business strategy
should drive ERP project from start to finish. This is
especially true when it comes to defining business
processes. [1]

A successful ERP implementation requires a fo-
cused and dedicated project team that under-
stands the importance of defining “current state”
and “future state” business processes. Organiza-
tions that define business processes before soft-
ware selection are less likely to lose sight of the
big picture of benefits realization because they
recognize the role that business processes play in
achieving corporate goals and objectives. [5]

4. Benefits of ERP systems

Although it is possible to define business pro-
cesses without focusing on corporate strategy, re-
lying on ERP software to automatically meet busi-
ness needs with out of the box functionality can
result in inefficiencies and workarounds. Needless
to say, this can impede achievement of measur-
able business benefits for any organization. Defin-
ing current and future state business processes
is essential if the company hopes to achieve the
business benefits it expects from the alignment of
ERP software with overall corporate strategy. Un-
settling data from 2013 ERP Report reveals that
60% of companies achieve 50% or less of expected
business benefits. [3]

= 0-30% of projected benefits

= 31-50% of projected benefits

= 51-80% of projected benefits

= We didn't have a business case
= No measurable benefits to date

= 81-100% of projected benefits

Source: Panorama Consuiting’s 2013 ERP Report
Copyright ® 2013 Panorama ConsultingSolutions

Fig. 1: Percentage of ERP system benefits [4].

The study was conducted by Panorama Consult-
ing Solutions via online polling. Information was
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collected from September 2012 to January 2013.
The 172 participants represent organizations who
have worked on ERP initiatives in the past year. [4]

This is a significant drop from last year’s findings,
which showed that 50-percent of respondents re-
alized greater than 50-percent of their anticipated
benefits and only four percent of respondents in-
dicated that they had received no benefits from
the project (an additional two-percent didn't have
a business case). It is worthwhile to posit that the
lower benefits realization may correlate to the low-
er total cost of ownership seen this year, as orga-
nizations looking to shave costs and time typically
(and regrettably) nix the business case and other
key measurement activities in an effort to get the
system installed quickly and cheaply.

Source: Panorama Consulting's 2013 ERP Report
Copyright © 2013 Panorama Cansulfing Solutians

oo

Fig. 2: Benefits types of realized ERP systems [4].

In terms of specific benefits realized by the or-
ganizations, responses line up with previous years’
findings. As shown above, the top five benefits
noted by organizations included availability of
information, improved productivity, increased in-
teraction, improved data reliability and less dupli-
cation of effort. ERP implementations seemed to
have little positive effect on IT costs (which makes
sense given the IT department’s likely staffing and
hardware expenditures), supplier or customer in-
teraction or even operating expenses.[3]

5. ERP strategy in context of company strategy

Next sections, is speaks about internally creating
the vision and strategy for maximizing ERP invest-
ment over the long-term. It all starts with having
an ERP application strategy roadmap.

The ERP application strategy roadmap docu-
ments the application strategy that enables the
stated business goals, strategies, and processes to
be achieved given the IT goals, governance, and
capacity. Generating and maintaining ERP applica-



tion strategy roadmaps will ensure alignment be-
tween business goals, strategies, and performance
targets to the required ERP functionality. In addi-
tion, the application strategy roadmap provides
the framework for a shared prioritization mecha-
nism for conflicting business and IT priorities. Con-
sider the figure 3.

*IT GOALS &
STANDARDS

*BUSINESS
PRIORITIES

Potential Solution
Company
Value
o IT IMPPROVEMENT
OPPORTUNITIES

 IMPPROVEMENT
OPPORTUNITIES

Solution
Gaps
*BUSINESS
NEEDS

*CURRENT
SERVICES
COSTS &RISKS

IT BENEFITS

COMPANY BENEFITS

Fig. 3: ERP application strategy roadmap [3].

Practically speaking, there will always be two dif-
ferent perspectives for ERP strategy and prioritiza-
tion. What is important is that your organization
has an ongoing process to align business priorities
and IT priorities for your business solution. Having
an ERP application strategy roadmap is a deliver-
able that will support the alignment process. In the
next section, we will address the activities for creat-
ing an ERP application strategy roadmap.

The following illustration outlines the key activi-
ties to perform in creating an ERP application strat-
egy roadmap.

Step 1 Step 2 Step 3 Step 4
Define Business Goals, \[Inventory Current State Define Gaps, Priorize Company
Strategies, Needs Solution Duplication & Needs
Inefficiencies
Step 5 Step 6 Step 7 Step 8
Assess Cost, Risk and | Combine Company/IT Present Combined On-going Strategic
Dependencies Priorities Roadmap Roadmap Validation

Fig. 4: ERP application strategy processes [3].

For brevity sake, | would like to focus on two key
activities that are typically overlooked during the
development ERP application strategies:

Step 2 - Inventory Current State Solution

Step 3 — Define Gaps, Duplication, & Inefficiencies

Once your organization defines the business
goals and strategies (Step 1), the next analysis is to
determine what components are in place to sup-
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port the business needs.

In the illustration above you see that the business
objectives are supported by a series of business
strategies that provides the first level of support
for meeting the agreed upon objectives. Business
strategies are further elaborated into the individual
business processes, people, and ERP capabilities
that will support the implementation. Performing
this experience is important in order to identify the
required interdependencies between the compo-
nents of a business solution. [3]

Once the above analysis is performed, the next
step is to conduct an ERP assessment. The ERP as-
sessment will provide you with the insight needed
to understand how your organization utilizes your
ERP system. This analysis will enable you identify
opportunities to better align with business objec-
tives and goals. In additional to finding opportu-
nities your organization should identify gaps and
duplicate functionality that should be addressed.
Consider the following figure 5.

Business Business

usi Current
Objectives Strategies Processes

IT Systems

Web OM

Data Integnity <]

Sal¥sfolce

Fig. 5: Identifying ERP system gaps and duplications [3].

An important exercise that needs to be per-
formed is to map business requirements to the
existing ERP solution(s). The above illustration is
an example of mapping business objectives to
the individual systems that would say objectives.
This exercise is very useful for identifying gaps and
functionality overlap (Step 3).

Performing a current assessment (Step 2) and
identifying opportunities and gaps within the cur-
rent ERP environment (Step 3) is no small feat of
effort. Many times these activities are perceived as
“looking back”and generate no real value of mov-
ing forward. | humbly disagree and say that these
activities are vital to enabling customers to move
forward with a realistic and achievable strategy.
Without an ERP application strategy customers
are “blindly following” the ERP vendor's application
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strategy — which may not be in the best interest of
a single individual customer.

License costs

Maintenance costs

=

Implementation costs

Upgrade costs

Fig. 6: ERP Return on investment analysis [3].

It is important to realize that your ERP solution
will have incremental costs (red arrows) through-
out the ERP life-cycle. Without an ERP application
strategy in place, your organization is taking a
gamble that business benefits from ERP will con-
tinue to outpace the corresponding operational
costs. Development cost implementation ERP sys-
tems is on figure 7.

[ | Selection ERP systems
Tmplementation ERP systems
Working ERP systems

Cost

Working
ERP

systems

ERP
systems

Selection §
ERP
systems

0. Year | 1 Year 2. Year 3 Year 3. Year 5 Year | Tme

Fig. 7: Development cost implementation ERP systems.

6. Conclusions

ERP is a technology strategy that integrates a set
of business functions, such as finance, human re-
sources and purchasing, with operational aspects,
such as manufacturing or distribution, through
tight linkages from operational business transac-
tions to financial records. The right approach to
ERP will depend on how business value will be
realized. Correctly implemented ERP systems can
offer a significant range of benefits in a number of
different areas. ERP systems can be used as key en-
ablers of strategic business objectives.
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