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JUNE 2023: THE ERP INVESTMENT THESIS

Enterprise Resource Planning (ERP) is a process-based,
software system that integrates various business functions
such as finance, supply chain, human resources, and customer
relationship management into a single platform. ERP systems
aim to streamline processes, improve efficiency, and enable
data-driven decision-making across an organization.

ERP systems are critical for businesses because they facilitate
collaboration, communication, and decision-making among
different departments. By providing a unified platform, they
help organizations better manage their resources, automate
processes, and gain a competitive advantage in the market.

- The Future Profitability with a New ERP
WHAT'S « Building .an.ERP Business Case
« The Multiplier Effect
I NSI D E. - The Significance of ERP Business Process Documentation
= « Common ERP Implementation Failure Points & Their Causes

« 5 Unique FAQ




A Private Equity investment thesis should consider a new ERP system, especially if the portfolio

company is poised for significant growth or operational improvements.

Here are several reasons why:

Operational Efficiency

A well-implemented ERP system can
streamline business processes, improve
efficiency, and reduce operational costs.
This can lead to increased profitability and
ultimately a higher return on investment
for PE firms.

Data-Driven Decision-
Making

An ERP system can centralize and
standardize data across an organization,
allowing for better data-driven decision-
making. This can help management teams
identify growth opportunities, optimize
resource allocation, and improve overall
business performance, which can lead to
higher returns for the PE firm.

Risk Mitigation

A modern ERP system can improve a
company's risk management capabilities
by providing better visibility into
operations, enabling real-time monitoring,
and enhancing compliance with industry
regulations. By reducing operational risks,
an ERP system can contribute to a more
stable and predictable investment for the
PE firm.

Scalability

As a PE firm aims to grow its portfolio
companies, a robust ERP system can
provide the necessary infrastructure to
support that growth. An ERP system can be
scaled to accommodate an expanding
organization, ensuring that the company's
operations can keep up with the increasing

demands.

Integration and Synergies

If the PE firm's investment strategy
includes acquiring multiple companies
within the same industry, implementing a
new ERP system can help integrate its
operations and realize synergies. A
standardized ERP system can facilitate the
consolidation of business processes,
reduce redundancies, and generate cost

savings.

Exit Strategy

Implementing a new ERP system can make
the portfolio company more attractive to
potential acquirers, as it signals a
commitment to efficient operations and
data-driven decision-making. This can
increase the company's valuation and
potentially lead to a more successful exit
for the PE firm.

Beckway.com




Building an ERP Case

Define the
Objectives

Identify
Current
Challenges

Estimate the
Benefits &
Performa
Cost-Benefit
Analysis

Develop an
Implement-
ation Plan

Secure
Executive
Sponsorship

Continuously
Monitor &
Update

Start by outlining the primary objectives of the ERP implementation:
improve operational efficiency, streamline processes, enhance data-
driven decision-making, support business growth. Ensure that these

objectives align with your organization's overall strategic goals.

Analyze existing business processes, systems, and infrastructure to
identify the challenges and pain points that the ERP system aims to
address. These can include manual processes, outdated systems, data

silos, or inefficient resource allocation.

A total cost of ownership (TCO) estimate of the implementation should
include software licensing fees, hardware costs, implementation
services, training, ongoing maintenance and support, and will help you
determine the required budget for the project.

Quantify the expected benefits of the ERP implementation in terms of
cost savings, efficiency gains, and revenue growth. Consider both
tangible (reduced labor costs, increased sales) and intangible benefits
(improved decision-making and collaboration).

Compare the TCO of the implementation with the estimated benefits to

determine the ROI and assess the financial viability of the project.

Outline a detailed implementation plan that includes timelines,
milestones, resource allocation, and key performance indicators (KPIs)
to track the project's progress. The plan will help you manage the

implementation effectively and ensure that it stays on track.

Present your business case to key stakeholders and decision-makers to
gain their support and buy-in. Executive sponsorship is crucial for
securing the necessary resources, prioritizing the project, and driving
organizational commitment to the ERP implementation.

Once the project is underway, continuously monitor its progress
against the defined objectives and KPIs. Update the business case as
needed to reflect any changes in the project scope, timeline, or
expected benefits. This will help ensure that the ERP implementation
remains aligned with your organization's strategic goals and delivers

the anticipated results.

Beckway.com
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The Multiplier Effect

Achieving a multiplier effect in your business with a new ERP system involves a comprehensive
approach to maximizing the benefits of the software. Here are some steps to help you achieve this:

Clearly Define your Objectives
Before implementing a new ERP system,
establish clear goals and objectives that
align with your overall business strategy.
This will help you select the right ERP
solution and ensure its successful

deployment.

Streamline Processes

Review your existing processes and identify
areas where the ERP system can help
optimize and automate them. This can lead

to greater efficiency and cost savings.

Data Integration

Integrate all your data sources with the ERP
system to create a single source of truth.
This will improve data accuracy and
accessibility, facilitating better decision-

making.

Leverage Analytics

Utilize the reporting and analytics
capabilities of the ERP system to gain
insights into your business processes and
performance. This can help you identify

areas for improvement and drive growth.

Measure Success

Set key performance indicators (KPIs) to
track the impact of the ERP system on your
business. Regularly review these KPIs to
ensure you're achieving your desired
outcomes and making any necessary

adjustments.

The exact multiplier you can achieve with a
new ERP will depend on your organization’'s
specific circumstances and the
effectiveness of the implementation. To
maximize the multiplier effect, it's essential
to choose the right ERP system, invest in
proper planning, allocate sufficient
resources, and provide adequate training

and support for your employees.

While there isn't a one-size-fits-all formula
for calculating the multiplier effect of
deploying a new ERP system, you can create
a custom formula or framework to estimate
the potential multiplier effect for your

organization.

Continued on next page...
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To estimate the potential multiplier effect

for your specific organization, consider:

Operational Efficiency Improvements
Estimate the percentage of improvementin
operational efficiency as a result of

streamlined processes, reduced

redundancies, and automated manual tasks.

Cost Savings
Calculate potential cost savings from areas
like labor, inventory management, and

reduced errors.

Revenue Growth

Estimates the increase in revenue due to
improved sales processes, better
forecasting, and enhanced customer
satisfaction.

Productivity Gains

Determine the percentage of productivity
improvement for employees by considering
the time saved on repetitive tasks and the
impact of focusing on more strategic

activities.

Risk Reduction

Evaluate the potential reduction in
operational risks and compliance-related
issues due to better visibility, real-time

monitoring, and reporting capabilities.

THE FORMULA:
Improvements + Savings

Operational Efficiency Improvements

+ cost Savings

+ Revenue Growth
iF Productivity Gains
+ Risk Reduction

- Total Investment in ERP

This formula provides a rough estimate of
the multiplier effect by comparing the sum
of potential improvements and savings with

the total investment in the ERP system.

Once you have estimated these factors, you
can create a formula or framework that
combines them to estimate the overall
multiplier effect of an ERP implementation
on your business. This formula will be
specific to your organization and should be
updated regularly to account for changes in

your business environment or ERP system.

Keep in mind that the actual impact of an
ERP implementation depends on factors
such as the effectiveness of the
implementation, employee training, and

ongoing support.

Beckway.com



The Significance of Business
Process Documentation

The significance of documenting business processes when doing an ERP implementation is

substantial, ensuring a smooth and successful transition to the new system.

Documenting business processes helps
organizations gain a clear understanding of
their unique requirements, which is crucial for
selecting the right ERP system. It allows
organizations to identify their needs,
streamline processes, and ensure that every-
one is working toward the same objectives.

A comprehensive documentation of existing
business processes enables organizations to
perform a gap analysis. This analysis identifies
discrepancies between the current processes
and the desired state, helping to determine the
required customizations or process changes
during the implementation.

Well-documented business processes provide a
basis for developing training materials, user
guides, and other resources. This helps to
ensure that employees have a clear under-
standing of new systems and how they impact
their roles and responsibilities. Documentation
also helps in managing change by highlighting
areas where employees may require additional
support.

Documenting business processes aids in
configuring the ERP system to match the
organization's needs accurately. It provides the
necessary information to set up workflows,
roles, access rights, and other system settings,
ensuring a more efficient and effective system.

A detailed documentation of business
processes allows organizations to establish
performance metrics for the new ERP system.
These metrics help monitor the system's
effectiveness, identify areas for improvement,
and measure the overall success of the

implementation.

Documenting business processes is a crucial
step in an ERP implementation process. It helps
organizations gain a thorough understanding of
their requirements, facilitates effective
communication, and ensures a smoother
transition to the new system. By investing time
and effort in documenting business processes,
companies can significantly increase the
likelihood of a successful ERP implementation.

Beckway.com



Implementation Failure Points
& Their Root Causes

Insufficient Planning
It's crucial to establish clear objectives, timelines, and milestones before embarking on an ERP

implementation. In the absence of a well-thought-out plan, coordinating efforts, allocating
resources, and staying on schedule becomes much more difficult.

Unrealistic Expectations
Businesses often expect immediate results or underestimate the complexity of implementing a new

system. This can lead to disappointment and frustration when the system fails to meet overly

optimistic projections.

Poor Change Management
Implementing an ERP system usually involves significant changes in business processes, roles, and

responsibilities. A lack of proper change management can result in resistance from employees, who
may feel threatened or overwhelmed by the new system. This can ultimately lead to delays, increased

costs, and even project failure.

Inadequate Training

Employee training is critical for the success of an ERP implementation. Failure to invest in sufficient
training can result in employees struggling to use the new system, leading to errors, inefficiencies,
and dissatisfaction.

Lack of Communication
Communication is key throughout the entire ERP implementation process. A lack of clear and
consistent communication can result in misunderstandings, missed deadlines, and frustration

among stakeholders.

. . ERP implementation failures can have
These types of implementation .
significant consequences for an

failures can often be t_racked back organization, leading to wasted
to a few fundamentalissues: resources, lost productivity, and

) ) missed opportunities.
» |naccurate Business Requirements

» Ineffective Project Management
e Poor Vendor Selection

o Customization Overload

o Lack of Executive Support

By understanding the common pitfalls
and root causes of these failures,
businesses can take proactive steps
to mitigate risks and ensure a
successful ERP implementation.

Beckway.com



Q&A

What are the most critical factors for a successful ERP implementation?

Proper planning, realistic expectations, effective project management,
employee training, and strong executive support are all crucial factors for a
successful ERP implementation.

How can an organization avoid customization overload during an ERP
implementation?

Organizations should prioritize their needs, focus on out-of-the-box
functionalities, and only customize the ERP system when absolutely
necessary to meet unique business requirements.

What role does employee training play in ERP implementation success?

Employee training is essential for ensuring that users can effectively utilize
the new system, which ultimately contributes to the overall success of the
ERP implementation.

How can a company ensure effective communication during an ERP
implementation?

Establishing clear communication channels, assigning dedicated
communication roles, and setting up regular meetings or progress updates
can help ensure effective communication throughout the ERP
implementation process.

Why is executive support important for ERP implementation success?

Executive support helps secure the necessary resources, prioritize the
project, and drive organizational commitment, all of which contribute to the
success of an ERP implementation.

Beckway.com
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