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How Safe Is Your Organization’s Data?

Does your organization have a strategy to ensure

your data is safe? That sensitive data isn't finding its

way outside your control? By taking our new survey,

Data Protection/Information Loss Prevention, you will

discover best practices that can help your company

Receive the FREE Report effectively deploy a sound data protection/information
{a $399 value) loss prevention strategy.

Each respondent who answers the survey will receive
a complimentary copy of the resulting report valued at
a $399 value. Individual responses will be kept strictly
confidential and data will only be used in aggregate.

We greatly appreciate your participation in this research
effort and look forward to sharing our findings with you.

TAKE THE 10-MINUTE SURVEY NOW
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Contact Us: member.servicez@zberdeen.com « 617-723-7830
£2007 by AberdeenGrous, 2 Harte-Hanks company. All rights reserved. Unauthorized use or reproduction is forbidden.
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2808 ERP in Manufacturing

Respondent DemographicCs (143s respondents)

Revenue Geographies
Middle East
Large (Over Europe, & Africa, 2%
$1 billion), 13%
17% Small (Under
$50 million),
42% Asia/Pacific,
14%

. North
Mlqslze ($50 South/ America,
million to $1 Central 68%
biIIion), 41% America

3%

Aberdqq_n Group

A Harte-Hanks Company
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Presenter
Presentation Notes
Revenue and geographies from ERPinMFG early findings�Breakdown of midsize companies, from ERPinMid frozen


Maturity of ERP Implementations

2007

Planning to
implement < 2 yegrs,
8% 11%
No ERP,

13%
2-5 years,
13%
>15 years,
13% 5-7 years,
10%
10-15 years, 7-10 years,

16% 15%

Average Age: 9 years
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2808 ERP in Manufacturing

s

2008

No ERP, < 2 years,
14% 16%
>15 years,
6%
10-15 years, 2-5 years
12% 18%
8-10 years, 5-8 years,
18% 17%

Average Age: 7 years

Aberdeen Group
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Presentation Notes
2007 and 2008 data from ERPinMFG early findings
Breakdown by revenue data from ERPinMid frozen


2808 ERP in Manufacturing

ERP Across the Distributed Enterprlse

100 - —e— Number of Locations Supported by ERP 91 9.0
Number of Different ERP Packages Installed 8.0

50 -
43
51 25
15 1.8
1.3 :
00 T T T I I I I
Under $50  $50 million $100 million $250 million $500 million $1 billion to $2.5 billionto  Over $5
million to $100 to $250 to $500 to $1 billion  $2.5 billion $5 billion billion
million million million

Aberdeen Group
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Presentation Notes
From ERPinMid-frozen
Number of Locations Supported by ERP - Small:1.8, Mid-size: 4.1, Large: 8.8
Number of Different ERP Packages Installed- Small:1.3, Mid-size: 1.8, Large: 3.9


2808 ERP in Manufacturing

Business Drivers Impacting ERP

42%

Must reduce costs

Must improve customer response time

} 143%
We need to be easier to do business with :i:—\
Need to manage growth expectations 46%
Interoperability issues across multiple _% %
manufacturing locations 24%
Interoperability issues with customers / hjj%,

Global market factors impact where products 13% W 2008
are made, bought and sold 12% O 2007
Regulatory compliance requirements 17%

0% 10% 20% 30% 40% S0%

Aberdeen Group

A Harte-Hanks Company
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2808 ERP in Manufacturing

s

Strategic Actions of Best-In-Class

Standardize & accelerate
manufacturing processes

50%

Standardize & accelerate
non-manufacturing processes 61%

Provide visibility to business processes

across functions & departments 66%

Optimize use of current capacity

Rationalize/consolidate disparate
enterprise applications

Link global operations to improve
interoperability and collaboration

B Best-in-Class
O Industry Average

Centralize selected functions using W Laggard

1)
shared services 25%

23%

0% 10% 20% 30% 40% 50% 60% 70%

Aberdeen Group

te-Hanks ¢
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2008 ERP in Manufacturing

8

Best-in-Class Criteria

Definition of Maturity

Class

Mean Class Performance

Best-in-Class:
Top 20% of aggregate
performance scorers

*21% reduction in inventory levels

#97% inventory accuracy

3.3 days to close a month

#96% manufacturing schedule compliance
#97% complete and on-time shipments

Industry Average:
Middle 50%

of aggregate
performance scorers

= | 2% reduction in inventory levels

=91% inventory accuracy

5.5 days to close a month

*89% manufacturing schedule compliance
"91% complete and on-time shipments

Laggard:

Bottom 30%

of aggregate performance
scorers

=5% reduction in inventory levels

=83% inventory accuracy

=7.2 days to close a month

#76% manufacturing schedule compliance
=82% complete and on-time shipments

* © AberdeenGroup 2008
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Characteristics of Best-in-Class ERP

o Use more modules and functionality

o Manufacturing operations are integrated and
coordinated with service, logistics and delivery
organizations

0 Line of Business owns the success of ERP

0 /0% have standardized enterprise-wide
Implementation

o Measure KPIs and improvement
o More likely to stay current

Aberdeen Group




2006

2007

Three Year Trends in ERP Installations

Technology

ERP Usage:

"Average of
10.5 modules
implemented |
"63% of
available
functionality
deployed
n27.6%
weighted
average usage of
ERP

*Average of
10.5 modules
implemented |
=71% of
available
functionality
deployed
=31.2%
weighted
average usage of
ERP

" Average of
10.7 modules
implemented |
"73% of
available
functionality
deployed
=32.5%
weighted
average usage of
ERP
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Presentation Notes
Generally speaking everyone speculates that ERP is grossly underutilized. Industry observers, press, analysts and the media in general are quick to throw out numbers like – 20% average utilization. Our study looked for more quantifiable data than this speculation. So first we asked which modules were being used. We put together a list of 24 generic modules – of course not every ERP vendor offers every single one and they don’t necessarily sell ERP this way. But our modules were pretty general – General Ledger is a module, Accounts Receivable, Accounts Payable, MPR and Inventory Control. We threw in a few using more advanced technology like event management and workflow technologies.  We found that on average (across all companies) they used 10.51 modules. If we look at a pure un-weighted average, that’s 43.75%.
Now……. we know that just because you implement a module does not necessarily mean you use 100% of its functionality. SO we asked what % of the functionality was used of the modules implemented. We found this to be about 63%. If we apply that weight to the 10.51 modules, we find on average companies are using 27.6% of ERP.


Best-in-Class

The Competitive 2008 ERP installation

Average

Laggards

Technology

ERP Usage:

"Average of
2.1 modules
implemented |
=81% of
available
functionality
deployed
=40.8%
weighted
average usage of
ERP

*Average of
10.9 modules
implemented |
"72% of
available
functionality
deployed
"32.6%
weighted
average usage of
ERP

" Average of
10.3 modules
implemented |
"71% of
available
functionality
deployed
=30.6%
weighted
average usage of
ERP
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Presentation Notes
Generally speaking everyone speculates that ERP is grossly underutilized. Industry observers, press, analysts and the media in general are quick to throw out numbers like – 20% average utilization. Our study looked for more quantifiable data than this speculation. So first we asked which modules were being used. We put together a list of 24 generic modules – of course not every ERP vendor offers every single one and they don’t necessarily sell ERP this way. But our modules were pretty general – General Ledger is a module, Accounts Receivable, Accounts Payable, MPR and Inventory Control. We threw in a few using more advanced technology like event management and workflow technologies.  We found that on average (across all companies) they used 10.51 modules. If we look at a pure un-weighted average, that’s 43.75%.
Now……. we know that just because you implement a module does not necessarily mean you use 100% of its functionality. SO we asked what % of the functionality was used of the modules implemented. We found this to be about 63%. If we apply that weight to the 10.51 modules, we find on average companies are using 27.6% of ERP.


2808 ERP in Manufacturing

Release Status

B Best-in-Class  [] Industry Average B Laggard

40% - 36% 377

31%
28%28%

30% -

25%

19%19%

20% - 17%

10% -+

0%

Implemented on  One release Two releases  Three or more
latest release behind behind releases behind

Aberdeen Group

A Harte-Hanks Company
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2808 ERP in Manufacturing

s

Reasons for Delaying Upgrades

46%
45%

50%
51%
50%

Current release satisfies our needs

Customizations make upgrading
cost prohibitive

46%

Not enough new features to build A47%

a solid business case

Uncertainty over quality of new release
y q y 519

Upgrade process is too long & hard- we skip 52%

one or more but eventually catch up

33%
37% ®m Large
32% O Midsize

33%  ESmall
32%

0% 30% 60%

Aberdeen Group

A Harte-Hanks Company

Budget / cash flow issues
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2808 ERP in Manufacturing

Business Value Gained from U

Supported business needs or 37%
eliminated workarounds
Automated previously manual 34%
processes

Streamlined processes

We have not upgraded in the — 31%
last 3 years >

Eliminated the need for a
separate business application

Eliminated customizations 18%

Facilitated integration to a separate
business application

0%

4
Aberdeen Group

A Harte-Hanks Company
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All data from ERPinMFG, <$100m data from ERPinMid-updated (1436 respondents)



2008 ERP in Manufacturing

1

Best-in-Class Criteria

Definition of Maturity

Class

Mean Class Performance

Best-in-Class:
Top 20% of aggregate
performance scorers

*21% reduction in inventory levels

#97% inventory accuracy

3.3 days to close a month

#96% manufacturing schedule compliance
#97% complete and on-time shipments

Industry Average:
Middle 50%

of aggregate
performance scorers

= | 2% reduction in inventory levels

=91% inventory accuracy

5.5 days to close a month

*89% manufacturing schedule compliance
"91% complete and on-time shipments

Laggard:

Bottom 30%

of aggregate performance
scorers

=5% reduction in inventory levels

=83% inventory accuracy

=7.2 days to close a month

#76% manufacturing schedule compliance
=82% complete and on-time shipments

5 « © AberdeenGroup 2008
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2808 ERP in Manufacturing

Results
30% -

20%
18%

15% - 12%12%
5%
0%
reduction in reduction in reduction of improvementin
inventory levels manufacturing administrative schedule
operational costs costs compliance
m Best-inClass O Industry Average B <$100m m Laggard

Aberdeen Group
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BIC data from ERPinMFG, <$100 million data from ERPinMid-frozen



Aberdeen Group

Shifting Sands of Globalization Strategies:

Building a Firm Foundation with Enterprise Applications

Given the current economic climate.....

© AberdeenGroup 2008



Globalization Strategies

Business Drivers Impacting Globalization
Strategies

41%

Introduction of low cost competition

36%

0
Opportunity to exploit new markets 39%

33%

31%
31%

[

Rising energy costs

22%

Weakening U.S. dollar 21%

[

B Best-in-Class

I

Customers’ demand for improved 20%
customer service 17% O All Others
Need to reduce time from order to 14%
fulfillment | 30%

0% 10% 20% 30% 40% 50%

Aberdeen Group

A Harte-Hanks Company
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Globalization Strategies

How Global are You?

We procure raw material or components — 730
from international sources °
we sell internationally | 1 %
e pave operating ocatons n - | o5+
foreign countries

We currently operate entirely domestically o
today and have no plans to globalize - 13%

Today but are planning global expansion

We currently operate entirely domestically F 504
0% 20% 40% 60% 80%
% All respondents

Aberdecp Group

A Harte-Hanks Compan
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Globalization Strategies

Planned versus Actual Globalization

40% - 34% 339 39%
27%

20% -

0% -
Spend Revenue Manufacturing
Operations
m Actual 2006 O Projected 2008 W Actual 2008

Aberdeen Group

A Harte-Hanks Company
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Glebalization Strategies

2

Best-in-Class Criteria

Definition of Maturity

Class

Mean Class Performance

Best-in-Class:
Top 20% of aggregate
performance scorers

= |8% increase in Revenue year over year

= 27% of growth is from new international markets

= Achieved 75% of plan for growth from new international
markets

= Achieved 85% of planned cost reduction

= 96% Complete and On-time shipments

Industry Average:
Middle 50%

of aggregate
performance scorers

= 10% increase in Revenue year over year

= 20% of growth is from new international markets

= Achieved 46% of plan for growth from new international markets
= Achieved 39% of planned cost reduction

" 91% Complete and On-time shipments

Laggard:

Bottom 30%

of aggregate performance
scorers

" 4% increase in Revenue year over year

= 9% of growth is from new international markets

» Achieved 22% of plan for growth from new international markets
* Achieved 16% of planned cost reduction

= 79% Complete and On-time shipments

1« © AberdeenGroup 2008
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Globalization Strategies

Significance of Challenges
rated onascaleof 1to 5

3.8 Increased supply chain complexity

3.7 Assuring quality from suppliers/partners

3.7 Increased business risk

3.7 Cost savings eroded by transportation costs

3.6
3.5
3.4
3.3

_ead times inhibit ability to meet demand
Difficulty in protecting IP
_ack of Visiblility into supply chain

Preservation of Brand Equity

3.2 Trade-offs — velocity and landed cost

Aberdeen Group




Globalization Strategies

Identify and secure low cost labor or
material sources

Localize/regionalize operations (closer
to the customer)

Centrally manage operations to provide
flexibility to balance speed of delivery
and cost effectiveness

Strengthen controls across global
operations

Establish deeper understanding of
selected emerging markets

23 » © AberdeenGroup 2008

Strategic Actions of Best-in-Cl

aSs
43%
49%
43%
32%
31%
36%
31%
33%
B Best-in-
27% Class
24% O All Others
25% 50%

Aberdeen Group
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Globalization Strategies

Identify and secure low cost labor or
material sources

Strategic Actions of Best-in-Cl

Localize/regionalize operations (closer
to the customer)

Centrally manage operations to provide|
flexibility to balance speed of delivery

and cost effectiveness

Strengthen controls across global
operations

Establish deeper understanding of
selected emerging markets

aSs
43%
49%
43%
32%
31%
36%
31%
33%
- B Best-in-
27% Class
24% O All Others
0% 25% 50%

24 « © AberdeenGroup 2008
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Strategic Actions by Business Drivers

Identify and secure low cost labor or 58%
material sources 43%
Centrally manage operations to provide | 39%
flexibility to balance speed of delivery 3304

and cost effectiveness i

Localize/regionalize operations (closer | NN 2°%

to the customer) 42%
Strengthen controls across global H 28% B Cost
operations 25% O Growth
Establish deeper understanding of 21%
selected emerging markets 44%
0% 30% 60%

Aberdeen Group

A Harte-Hanks Company
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Globalization Strategies

Standardization of ERP

37%
40% - 399 309 35% 35%

20% -

11%
0%
0% - :
Standardized implem entation Generally standardized Non-standard ERP Divsionsflocations have been
of ERP across all distributed implementation of ERP implementations have been allowed to selectand
locations across mostlocations, with inherited through mergers  implement ERP resulting in
exceptions and acquisitions non-standard ERP

implementations

B Best-in-Class O Industry Average @ Laggard

A Harte-Hanks Con

berde;:_g Group
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Globalization Strategies

Plans for Standardization

B Bestin-Class O Industry Average B Laggard

50% -
40% - 35% 35%
31%
30% -
18% 18%
20% -
13% 15% 15% 15% 15%
10% - 6% 6%
0%
0% T T T T 1
We plan to replace Ve are n the We plan to replace No plans to We wil consolidate
ERP at all locations process of rolling out ERP at some standardize ERP financial reporting
over time with a a standard locations with a only.
standard package implementation, standard package Divisions/locations
and implementation  location by location  and implementation are very different
and requre
autonony

Aberdeeq Group

A Harte-Hanks Compan
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Globalization Strategies

Prioritization of ERP Global Features
rated on ascaleof 1to 5

3.8 Global consolidation across a multi-site/multi-database
Implementation

3.8 Multi-site planning

3.7 Multi-site production capabilities

3.7 Multi-site support from a single instance
3.5 Multi-national Inter-plant transfers

3.5 Multi-national outside processing

3.4 Local language end-user support

3.4 Localized version in all locations

3.3 Local language user interface

Aberdeen Group
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60% of those who have standardized have a single instance of ERP -


2808 ERP in Manufacturing

Recommended Actions - Laggards

0 Assign ERP ownership to the line of business
executive who stands to gain the most benefit
from the implementation

o Formalize and document current processes

0 Keep current on ERP solution providers' latest
releases

o Don't let divisions go off on their own to choose
their own ERP

Aberdeen Group



Presenter
Presentation Notes
From ERPinMFG


28 08 ERP in Manufacturing

= A\
s

Recommended Actions - Average

o Evaluate current documented processes,
comparing them against functionality and best
practices published by the current or proposed
ERP solution provider

o Broaden and deepen use of ERP

0 Take advantage of tools that provide the ability
to review summary data and optionally drill down
to successive levels of detall

o Evaluate trade-offs between centrally managed
and regional operations

Aberdeen Group
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2808 ERP in Manufacturing

Recommended Actions — Best-in-Class

o Centralize selected functions using shared
services. This is an important option provided by
standardizing common business processes
across the enterprise

o Improve real-time visibility to the entire quote to
cash process

0 Align ERP strategy with your globalization
strategy

Aberdeen Group
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Turn to Aberdeen
for Research with Results”
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