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Corporations that grow by acquisition can accumulate quite a few enterprise
systems. In our recent research on What'’s the Future of Enterprise Systems? we
encountered companies with dozens, and in one case over 100, instances of ERP
systems from a variety of vendors.

Some “serial acquirer” companies, such as large financial services institutions taking
over regional and local banks, fold the acquired companies’ applications and
information into their core systems as expeditiously as possible. They try to make
the consolidation of enterprise systems an efficient and repeatable process.

More diversified companies are likely to maintain the autonomy of acquired
companies, leave their systems in place, build the necessary bridges and data
warehouses to span them, and see enterprise systems proliferate - until they reach
a turning point. They may see opportunities to raise performance and lower cost
through more consistent and disciplined business processes across units. They may
see opportunities to dramatically lower cost by rationalizing the technology and
systems platform. Most commonly, the marketplace demands better coordination
across business units - including showing “one face to the customer” - and systems
consolidation is on the critical path to that end.

The business case for consolidating can be built quickly: evaluate the costs of poor
coordination in the marketplace, lack of leverage with suppliers, redundant
resources, and the overhead of manual coordination. The real questions are how
much to consolidate, how fast, in what order, and at what cost.

ERP vendors push the benefits of a “single instance” of software across an
enterprise, but that means a lot of work across the board. One instance may makes
sense in a “one-business business” of similar units, but it can take prolonged (and
often all-consuming) effort. We’ve all heard stories of ERP implementations taking a
decade and costing upwards of $100M.

We found interesting variations on consolidation strategy:

* A pharmaceuticals company is implementing a single global instance of SAP for
major horizontal processes - back-office, supply chain, employee management -
that are common across the company. Other processes, and necessary variations
on these horizontal ones (such as employee benefits in different regions), are
handled with local applications.

* Aglobal electronic components company is implementing SAP as a means of
consolidating a series of regional and business unit ERPs, but they made a clear
choice not to attempt to have one global instance: “The one-instance approach
forces unnecessary standardization. For example, there’s clear value in common



financials, so we standardized chart-of-accounts data. But there’s no real value in
forcing common bin number formats in warehouses around the world.”

* Adiversified equipment manufacturer has made over 200 acquisitions and has
over 100 ERPs installed. Because the CEO is leery of “wasting money on big
ERP,” the company is consolidating and simplifying but not standardizing. The
target is a total of 20 instances of eight ES products handling about 80% of
business activity. A series of portals - sales, customer, supplier, employee - span
the systems as needed.

* Aglobal industrial and consumer products company has grown through M&A,
including over 20 acquisitions in Europe. The ERP strategy is to consolidate on
5-7 “semi-common” systems, still multi-vendor and multi-instance. Why the
variety?

- The company has different types of operations, and a standard system
would rob everyone of some important capability.

- The strategy is to keep divisions as whole as possible in case the company
wants to spin any off.

- Having a reasonable number of destinations simplifies individual
migrations and offers more flexibility in phasing and timing.

In all these cases, the company aggressively pursues the benefits of consolidation -
reducing the redundancy and cost of business capabilities and technology services,
while lowering the friction of coordination across the enterprise. But it also
recognizes the pragmatic limits of standardization and chooses to live with a
reasonable amount of variety and complexity because that’s what works for the
business. When we asked one IT executive about the management complexity of a
multi-ERP strategy, he said emphatically, “Our job is not to make IT’s life easier, but
to make our customers’ lives easier.”



