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Part1: The Big Picture — An introduction to choosing the optimal ERP solution
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International businesses face a great number of hurdles when they enter or expand their businesses in China. The list of issues is almost unlimited
from managing customer expectations, to ensuring quality in operations, to supplier negotiation. However, time is limited and your resources are
finite. Often these and other issues drive us to over plan or to completely avoid planning how a business’ information will be managed, for
example ERP (enterprise resource planning) systems. In this article we will begin to consider how your company can deploy ERP effectively through
good decision-making. In the IT industry we generally refer to this as ERP Selection Criteria.
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Before greatly elaborating on details explaining how to make good ERP decisions, lets consider the outcome. Basically, ERP should only be
considered for deployment if it allows companies to more easily, legally make a better profit. If any system, ERP or other, does not assist in realizing
this goal, then the IT system (or any business system) and the reason for that system should be challenged. So, as a presupposition to evaluating or
choosing a system, management teams need to remember that ERP solutions should primarily assist a company to better perform financially. Given
this single business principle, we are ready to consider how most companies should proceed when establishing ERP selection criteria.
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First, a company should strive to clearly understand why it is pursuing ERP. A management team should articulate why the business as a whole (or

as a single local entity) requires ERP. By analyzing and stating clearly why ERP will benefit the business, the management team prepares the business
to make a good, experience-based, informed decision. Typical, good reasons why companies pursue ERP have included:

m  ERP integrates company-wide business units under a unified and standardized information platform
m  ERP provides control and visualization of complex business processes across departments and business units
There are many other reasons in addition to these, but these provide a basic idea of a broad-based rational answering why ERP will be beneficial to

the business. A minimal strategic reason why a business should invest in ERP solutions should also include providing better management insight into
business.

ERP solutions should also aim to provide tactical improvement in operations through:
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m  Reducing administrative workand associated human effort

m (Creating better linkage of management information between
business units and departments

m  Providing better control and calculation

m Handling details so staff can focus on value-added activities

Second, after understanding and defining how an ERP solution will
improve a business, it is important to realistically envision how your
business can be empowered through specific ERP functionality. An
enterprise should ask: what business processes would truly benefit
from automation? What direct financial, operational, logistical, or
commercial value can be achieved? Realistically, what solutions, if
implemented, could be executed and supported efficiently by the
business? In particular, it is vitally important to remember an
implementation should not distract your company from conducting its
core business once the project is completed. Once these objectives are
determined, a management team can begin to develop concrete
business requirements for an ERP solution.

When developing the business requirements, companies should first
focus on bridging performance gaps that currently exist rather than on
opportunity gaps to gain new capabilities. (A performance gap is
defined as a difference between actual and expected results that can
be “closed” by better performance. This is in contrast to an opportunity
gap, which can be “closed” by adapting new capabilities.) Typically,
when moving a business on to an ERP solution, the transition is
smoother by first focusing on familiar business functions followed by
new functionality in subsequent phases. For example, the finance
department learning to process month-end closing in an ERP system
instead of using spreadsheets would address a performance gap.
Having the shop floor move from a “make to stock” to a “make to
order” solution would be a change in capability (or competence) and
connote bridging an opportunity gap.

Third, it is important to carefully consider what is required to fulfill
these business information requirements. Typically, these can be broken
into general categories for pragmatic decision making. These
categories might be identified as software vendors, implementation

partners, project scope, after implementation support, and total cost of
ownership.  We will briefly preview each of these in this article and
consider these in greater detail in over the next few articles.

m  Software vendors and packages: What scale and scope of package
match the business. For example, some packages provide extensive
financial capabilities, but lack sufficient manufacturing capabilities.
Will the package we are considering fit and grow easily as the
business grows?

®  |mplementation partners: Most implementation partners bring
some advantage. What is it? Some examples of these might be —
strong international best-practices knowledge, a reliable local
presence, or particular business know-how.

m  Project scope: ERP projects typically succeed or fail based on the
planned scope. Choose a scope that your business can comfortably
handle; and then, stick to this planned scope. Use scope to drive
decision-making. There are no benefits to over or under realizing
your business requirements, and yet there are numerous hazards.

m  After-implementation support: Businesses and personnel all have to
live with the implemented system after the project is completed. So,
consider carefully how your business will receive support. Will
support be provided primarily from internal personnel or externally
provided by a partner or a combination of these?

®  Total cost of ownership: Finally, what is the ERP system really going
to cost? Total cost of ownership often runs much more than
anticipated. These costs include but are not limited to the software
license costs, implementation fees, support costs (whether internal
or external) and annual maintenance fees. So, consider carefully
how the 5 to 10 year costs will add up and affect the business.

Over the course of this series on ERP Selection Criteria we will look in
detail at vendors, partners, project scope, after-implementation
support, and the total cost of ownership. We will consider 1) how each
has an impact on a business, 2) how to evaluate this impact, and 3)
how to evaluate your options to successfully choose a solid long-term
solution for your business.
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