2SS

Productivity Strategies & Solutions, Inc.

6561 Lonewolf Drive, Ste. 200
South Bend, IN 46628
877-273-2444
WWW.pssiusa.com

Software That Matters

The Why, How and How Much of ERP Implementation
In the Small to Mid-Size Business

A Practical Guide to When, Why and How to Select a Business
Management Software System —
What It Is, What It Costs, And What It Will Do For You

7/19/2010




CONTENTS

N 2SSU

Productivity Strategies & Solutions, Inc.

Introduction 1
Why ERP? 2
Asking Why On The Road To A Better Answer 3
Motivators 4
Success Stories 5
Two More Examples 6
Who Benefits? 7
How Much? 8
How Much, Part Two 9
Start Small and Discrete 10
Key Indicators: Taking Action 11
What Your Business Management System Should Provide 12
Key Conclusions About ERP 13

7/19/2010




Software That Matters — A PSSI White Paper

INTRODUCTION

The information contained in this white paper is distilled from the experience gained
from hundreds of ERP deployments over more than twenty years. It was originally
presented as a series of blog posts, before being compiled into this format. It is
intended as a guide to beginning the process of selecting and deploying a cost-effective
Enterprise Resource Planning system, without regard to what particular product you may
finally select.

The original series, and other articles of interest on related topics, can be found at:
http://pssiusa.wordpress.com

PURPOSE

The deployment of an ERP system in the small to medium size business is both complex
and critical. The hype and promise of the benefits of ERP are often sold with scant
attention to costs. This paper is aimed at distilling key principles and motivators behind
ERP deployment, along with some practical advice about the costs, benefits and
benchmarks for doing so. Excerpts from several client case studies are also included for
illustration.

Without doubt ERP, employed as a strategic investment, can return its costs many times
over, but executives need to approach it with an open mind and realistic expectations.
Our purpose herein is to provide a primer on that perspective.

PSSI sells and implements ERP systems as its sole line of business, having done so since
1987. Because we represent four different brands of solutions, we approach the topic
not as a software publisher with a specific product to promote, but as a frontline solution
provider with multiple offerings and long experience with the trials and triumphs of ERP
deployment. This paper is aimed at sharing what we have learned with you. We hope
you find it useful and informative, as we believe that an informed buyer makes the best
partner and ensures the most successful deployment.
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WHY ERP?

This white paper initially appeared as a seriegleven posts at the PSSI Blog. It has
been edited to fit this format. The original seréblog posts on this topic can be found
here: http://wp.me/pBCDO-9H

The PSSI blog itself can be found atitp://pssiusa.wordpress.com

Simply put, we do ERP. And after twenty years ahd it, we think others can learn
from our experience.

ERP is Enterprise Resource Planning, a fancy moffikehe software that keeps
businesses running. Broadly speaking, we're tglkiare about accounting, inventory
control, manufacturing and shop floor control, nging throughput in the warehouse or
on the shop floor, as well as other critical businareas like customer relationship
management (CRM, another of those bulky, three waodikers) and web store
development (or ecommerce, i.e., selling what yakeror do through the channel of the
Internet).

We think of it as software thatatters

In previous blog articles, we've touched on somtheke elements. We've talked about
CRM in a multi-part post heréitp://wp.me/pBCDO-8Xand about WMS (there’s
another one — Warehouse Management Systems)Higréfwp.me/pBCDO-8nand
here:http://wp.me/pBCDO-8C

But let’s step back and look tite bigger picture: What is this stuff, and why is it so
mission critical to any company that wants to grpvasper or these days, evanvive?
What good comes from it? Who -- and what -- ileed? What are the costs and what
are the benefits to be gained as a result of tivastment?

At its core, ERP software is, above all elssetrategic investmentlt's an investment of
your firm’'s most precious resources -- cash anghleéntime -- in what is best described
as adong-term business improvement strategped at substantially, even dramatically,
improving your return on that investment (your R@I}he years following a successful
deployment. ERP is front and center in businesspooving your operational flow,
reducing expenses, and continuously improving yoysrocesses And perhaps most
importantly, it's the platform for business growth.
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ASKING WHY ON THE ROAD TO A BETTER ANSWER

Starting with the premise that ERP is, above adlrategic investment, the pointtas
create long-term strategic business advantag®eing able to deliver your company’s
products or services better than your competitors.

That strategic advantage might be faster fulfillmen orders shipped more completely,
or services delivered less expensively, or perladpsel of service or product
customization competitors can’t match. In virtyalll cases, it is best accomplished by
creating and managing business processes thaptm@zed to deliver the greatest
possible value to a customer at the lowest cost.

How do you do this?

Well, for one, you find ways of doing things cheggaster, better. That's where the
ERP edge begins.

Utilizing computers and software as a competitidgeeusually starts with eliminating
human redundancy, eliminating tasks that have tome more often than necessary,
making tasks easier or more foolproof, eliminatingeducing errors, and improving and
streamlining your processes through automation.

In virtually every company we see or work with, see redundancy and waste. It's not
the plan, it's just the way things developed. Tikiwhere the power &HY comes into
play... and how it leads to ERP.

One of the lessons we've learned over the yearsl-€an never apply enough —is to ask
clientsWhy? Whydo you print that 500 page report every we&kRydo you keep so
much safety stock®hydoes your staff spend so much time ‘following ap’orders?
Whydo you have thousands of bills of material? Aods...

The answers almost always lead to furtéry’sas we drill down to the core, underlying
issue(s) — and they are sometimes pretty far rethfreen the initial inquiry. More often
than not, things are done the way they are becaugdke we've always done them this
way. It used to make sense.

So to close the circle: with today’s technologythitbday’s newer ERP systems, with an
intelligent look at your business’ processes amtguures by qualified consultantss
possible to identify and correct or eliminatethe wasted steps, the redundant processes,
the disorganized data and disconnected systerssiolv possible to streamline, tighten
up and tie together much of an organization’s im@iion under one umbrella -- or at
least, fewer umbrellas than ever before.

And that umbrella is called ERP.

© Copyright 2010 by PSSI. All Rights Reserved. 3
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MOTIVATORS

Noting our earlier tenet that ERP is, above adfrategic investment, let's take a look at
what typically motivates companies to look ateavERP system.

First off, let’s face it: nearly everybody hseme kindf automated system today.

It might be old. It might be entry-level, or outdd. It probably made it over the Y2K
hump, and perhaps was purchased around that tirpeobably has grown like a cancer
over the years. A packaged solution perhaps fonatting or basic bookkeeping.
Maybe a service for payroll. A home-made applaatfor say, tracking jobs, or work in
process, or inventory control. Another program@#D, with a large repository of
drawings often unrelated to and inaccessible byhamy else. And spreadsheets. Lots
and lots of spreadsheets. Word documents, too.

And none of it, usually, mostly, talks to anythieige.

So,Motivation Number One for a new ERP system for most companies is simple:
information is scattered, hard to find, unrela®dts¢ counterparts, highly unmanageable,
not readily accessible to all, widely dispersed eaptured at best in ‘older’ systems.
Some of itis in a computer, and some of it is not.

Motivation Number Two is related to Number One. With information sotsrad

across different systems, or only on paper, theeeenatural inclination towards
redundancy — sometimes massively so. How oftem&tance must the same
information be re-keyed in one form or another? yDo re-key quotes once they become
orders? Do you create sales orders that are tedréa work orders that are recreated
for travelers, and so on?

Most companies are probably too afraid to wantrtovkthe answer. If they added up all
the time spent re-keying, searching, storing, eeing, assimilating, reporting,
sequencing, organizing and otherwise following nmb this datathey would probably
be stunned by the amount of waste.

And as we all know, wasted time is wasted money.

Motivator Number Three is rapid or even sometimes uncontrolled growtionitally,

it's the byproduct of success, which breeds moceess -- provided your systems can
keep up. Most growing companies, rather than chaygtems, find it easier to work
with what they have, stretch its limits, even owad people. They're too busy growing,
and afraid to make changes now. It's like blowingre air into an already inflated
balloon. You can keep doing that — up to a poBuit in the long run, it's not very
effective. And eventually, your balloon bursts.

A related motivator: adesireto grow. We've often observed that companies plaa
to grow... who wish to grow... simply don’t have thdta@re infrastructure to allow it.

Any or all of our three motivators — scattered mnfiation systems, redundancy and
waste, and fast growth — are usually the key fadtoany decision to “get serious” about
upgrading to a modern-day ERP system. The goainditically improved operational
efficiencies... reduced expenses that yield strongs R®nproved customer contact
leading to an improved customer experience... lestava the list goes on.

© Copyright 2010 by PSSI. All Rights Reserved. 4
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SUCCESS STORIES

If an ERP system is a “strategic investment” in'steng-term business improvement
strategy, it is helpful first to look at a few exales of the benefits that investment yields.
Such success stories serve to validate the investrivée’ll reveal some here though
because of the public nature of a white paper drld@ we won’t name names.
However, our examples are all culled from actugbRSase Studies, where we do name
names, and then make them the centerpieces oliantegy newsletters. (Case Studies
are available on request from PSSI.)

The examples are cited not to hoist our own flaigsimply to relate real-world success
stories that demonstratew ERP pays for itself — usually, many times ovéis the only
truthful way to convey actual results — and whatdyevay than from firsthand
experience?

These success stories serve to reinforce some girificiples we’ve outlined earlier: that
as a strategic investment, ERP returns its costy itimes over, by eliminating waste
and redundancy, streamlining operations while gliog moreactionableinformation,

and preparing the foundation for growth.

One client spoke of the number of new peopleditiemothave to hire. This Chicago-
based manufacturer of small electronic componesgs ERP to handle all purchasing,
payables, receivables and invoicing, not to memgiaoting, planning and generating
work orders — all utilizing pretty much just oneggen. She stays on top of bills of
material and order flow, generating the reportswgaets, when she wants them. On the
shop floor, automated bar-coding creates labelpdais and bins and makes work order
tracking not only foolproof, but totally accuratedssimple. The right material gets
issued to the right jolevery time Paperless invoicing completes the cyclée firm

has eliminated hundreds of thousands of dollars d&bor cost, materials and waste.
And that's a typicabutcome. Given this company’s relatively modestem costs, the
ROl is probably at least ten to one, if not better.

Another example: A Midwestern manufacturer of rutdmeskets and seals shared some
of their business results with us after implementRP software to greatly streamline
distribution, warehousing, manufacturing and actiogn The firm was able to
consolidate all production formerly done in twodaometimes three) shifts into one.
Sales, given greater sakespacity,increased by 35%. They were able to reduce staff
count by 40%. These atfeeir numbers Moreover, they say they can put out more
quotes with fewer reps, in half the previous timeith a 75% improvement in accuracy.
They ship with 99.9% on-time fulfillment. Again] these are theustomer'sown
numbers and words.

The common denominator: a well planned, budgeteelsiment in improving processes
to eliminate waste, streamline procedures, remeglandancy, consolidate functions, and
improve shop floor workflow and final product dedty. A plan which, the customer
notes, was executed on-time and on-budget.

In other wordsaligning business strategy with effective technolggsolutions.

© Copyright 2010 by PSSI. All Rights Reserved. 5
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TWO MORE EXAMPLES

To a manufacturer, few things are more importaan tknowing your costs. So our third
success story involves a Midwestern manufacturerdistributor of paints, who proudly
noted how after implementing their ERP system tlieye able to capture the true costs
for every single transaction associated with a petidn item. The result was a gross
margin improvement within a little over a year ofeato two percent — yielding a near-
term bottom line improvement of over $200,000 egedr over prior best performance.
Why? Because for the first time thieyew, trackednd could thereformanage and
control their production costs, and thus regulate thdiingeprices more profitably.

The fact that this firm's CFO could also get a steg within seconds of what the
month'’s overall performance looked like, at anygjmwas simply icing on the cake.

ERP is a tool, as much as anything else. Smaragas use it to modulate and control
production and performance. ERP allows a compakpdwits costs and associated
details, so that it can simply maketter decisionsarmed as it is now with better
information.

After all, the point is not better data, or moréadar even better information
(information being the byproduct of data). Therpas toconvertthat data and
information intomore informed decisions And that's what ERP is built to do. That's
why companies use ERP as a key growth strateggy Tike ERP’s reporting capabilities
to drive better decision-making, pure and simfeir paint manufacturer did just that,
and it led to long-term gross margin improvememistreturning their initial investment
many times over.

One final example from our Case Studies merits ioeimtg.

This manufacturer of construction products to aetgof markets including
manufactured housing, marine, roofing and housaslbcations across the U.S. The
discipline driven by their use of ERP has givemitthe flexibility to expand markets
both geographically and functionally. In turn,itiecreased sales drove a demand for
better warehousing and the ability to accuratelpidly and easily ship more products to
more customers in more places than previously plessi

Using handheld barcode scanners in the warehotagewss quickly and easily trained

to pick orders accurately, the first time, everyei This dramatically improved accuracy
of fill-rates and sped up shipping. Mistakes weaeght before they happened. This
resulted in fewer customer returns and complagwsn as they improved ship rates by
over 25% (the customer’'s own numbers). Withoutsibféware, this client noted, they
could never have kept up with their increase irecsd Even the auditors were impressed
by their year-end inventory accuracy and improvedd, they told us.

These are just two more examples of the overrighigeiple: that a strategic investment
in improving your automatioresults in dramatically improved bottom line results —

in multiple areas, on a continuously improving badReal world results, from real world
clients, applying the principles and technologE&P.
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WHO BENEFITS?

Previously, we've attempted to lay out the fundatalepurpose of ERP, the problems it
addresses, the motivators to deploy it, and sese@ess stories of implementations
culled from our own customer base.

We've seen returns on investment of ten to onegsiomes better. We've shown how
ERP is clearly a launch pad for growth. It enabklescess. We've illuminated how ERP
eliminates waste and redundancy, and reduces #tefoeadded staff. In short, we've
talked about the challenges and the returns.

Next, a few words on the ‘typical’ customer. Tlishe “Who Benefits” part of the
paper.

Let’s start with a baseline. Our firm's experiernser 20+ years is generally in the SMB
or Small to Mid-size Business market space. Ostamers typically do anywhere from
a few million to a hundred million or so in annsales. The sweet spot for ERP in the
SMB space, if there is one, appears to be compaiiibesales starting in that $10 to $30
million dollar range and up, and growing.

Frankly, the math is pretty simple. If you redyo@r expenses or costs or waste by a
certain percent, then the bigger the company, gdlgethe greater the overall gain (or
cost reduction) in pure dollars. A 1% gross maigiprovement is $1 million in a
$100M company, and only $100,000 in a $10M company.

Yet we often find that the savings are more medualngnd often more revolutionary in
the smaller firm. Plus, with costs in line duertproved processes, procedures and
automation, they've set the groundwork for rapiovgh, not to mention competitive
advantage. They become larger companies.

Most of the companies we work with closely havew 6ther common characteristics:
They are usually growing. They have forward thitkimanagers who understand that
there is great value buried in the data. Thenélting to admit they have redundancies
and waste, and want to correct them. They belieeentinuous improvement. They
understand the business value of being ‘lean.’y&re mostly in solid businesses with —
despite the recession — a solid future. And theg'tsspend money unless they see a
clear path to an ROI that warrants doing so.

This so-called ‘typical’ customer in our SMB markestually has anywhere from 5 to
about 75 users. 10-50 is roughly the sweet sgoeth

And most of thengrew their systems over timés we tell people, ERP ispocess not
an event. The Case Studies we referenced eartikranywhere from about a year to as
many as five years to fully realize the benefitshefir investment. It comes slowly, just
like continuous improvement is supposed to do.

OK, so that's the client profile — at least for dium. Next up, some typical costs.

© Copyright 2010 by PSSI. All Rights Reserved. 7
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Previously, in order to discuss pricing, we defined so-called typical client as a firm in
the $10 to $100 million (revenues) range. Mosiutth not all, are engaged in either
manufacturing, distribution or both. ERP can hedioyone. Manufacturing and
distribution just happen to be our particular argfagreatest expertise. Given our
baseline, let's take a look at typical costs.

Whenever we're askedVhat's it cost?1’m always inclined to give an answer along the
lines of How many trees are there in a forest¥ot to be facetious, but really, cost
varies according to several factors, includingdgheious (How many users? How many
areas of the company do you want to tackle? Hawpdex is your manufacturing
process?) as well as the less obvious (How matiyeohecessary implementation steps
do you wantyour teanto tackle instead afurs? How experienced or savvy is your
staff? How committed is the executive at the top?)

Let's take a stab at it anyways.

We've sold $40,000 systems and we've sold $400s98€ms. The difference,

generally, had to do with... the number of users;sit@pe of the initial phases of the
project; the computer and business literacy lewbthe users; and the amount of
planning groundwork required to reformulate or esidn business processes. One other
factor: How heavily will engineering be involveditivall its cascading layers of staff,
resources, projects and plans? Add to that, homyrpaople across how many different
departments require training?

The list is longer than that, but the conclusiorweeome to after many years is pretty
simple:start small and discrete We like to start with the base software and anisvo
key departmental deployment objectives. Theseyaieally the areas of greatest pain or
urgency. They usually become pretty self-evidemird the discovery process at most
companies.

It may surprise you to learn that today, withinegtain range of dollars, pricing on most
ERP systems for the SMB market is remarkably cfas® product to product. We know
this because we represent fuibwr different systems, and are familiar with many ashe

For a typical starting point, say 5 users, andraroiiment to deploy ERP across one or
two functional areas initially (say, financials amdier fulfilment as examples), the cost
difference across multiple different ERP choiceghtbe only about 25%. Typically, a
‘basic’ 5-user ERP system with most of the expeeiEzbunting functionality (financial
reporting, receivables, payables, order entry, msing and inventory control) and
maybe some basic ‘kitting’ manufacturing capabi{BYOMs, Orders, Routes) might run
around $30,000, give or take. That's for the safev

To that, all software publishers today add an ahmagntenance plan fee. This typically
runs about 16% to 20% additional. These maintematans are usually ‘required’ by
the vendor for the first year. They dot entitle users to free support or training or other
services; rather they entitle you to all softwapgnades (and maintenance releases, or
‘bug fixes’) released by the vendor during thatryeBhey are renewable, optionally, on
an annual basis.

© Copyright 2010 by PSSI. All Rights Reserved. 8
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MORE ON ERP COSTS (HOW MUCH, PART TWO)

We noted an entry point price of about $30,00foomplete financial and rather
modest manufacturing (or distribution) softwargeuiThat’s for about 5 users. Figure
roughly $4,000 for each additional user, and ydualVe a pretty valid estimate of
software costs. Thus, at 10 users, figure abodii0®, maybe a bit less. At 20, you're
in the $75,000+ range. Pricing diverges as usentsancrease, so it's not a straight line
calculation, but these will get you in the balllpaAgain, that's for software modules.

As noted earlier, publishers charge anywhere fr6f% 10 over 20% per year in annual
maintenance fees for their optional software mamtee agreements. These are very
profitable to the publisher, and it's their waykafeping you locked in, but also current.
They're more profitable to the publisher becaudg arfew give any kind of reasonable
margin to the selling partner, a.k.a. the “resélldhey are usually mandatory during
year one. They have a tougher time making theselatary farther out in some cases,
particularly if the customer has extensively maatiftheir software. But that's a whole
other topic entirely.

With this rough estimate of software costs, thep#hoe now drops: services.

We're prejudiced, admittedly, but our view is thia best software in the world is fairly
useless unless it's properly, carefully and metbaltly deployed.You can insert your
favorite metaphor here (you wouldn’t but a car withthe tires... you wouldn’t buy the
wine without the corkscrew, etc.) but the truthdisployment is complex, difficult, time
consuming, labor intensive, and generally not f(lthough we did recently have a
client tell us “You guys make ERP fun!” That's tfiest time we’d heard that one.)

Deployment costs (or “services”) are a bit mordiclift to estimate, as truly, no two
clients or deployments are the same. Broadly spgah fair range of cost estimates
runs from one to two times software costs. Theadts of analysis, setup, configuration,
data transfer and planning time requiredlinsystem deployments. These are more or
less ‘fixed’ costs, so when they're spread deererusers, their actual dollar value forces
the estimate to closer to two times software; waerhen spread acras®reusers,

these costs represent a smaller percent of thalbdeployment costs, and thus a final
figure closer to one or maybe 1.5 times softwatscoAgain, all estimates are just that:
estimates. Your mileage may vary.

And for sure, we always say thidfe cannot quote what we do not knowVe live and
die by those words. Any experienced ERP implemeniletell you the same.

So, to wrap up: If you're looking to implement ERProperly — for about 5 or so users,
complete with financials and inventory control awine basic manufacturing or
distribution functionality, you're looking at a geet that will probably run about $60,000
to $75,000, spread over several months, again demeon any number of factors. At
10 users, you won't be double that range, but ypudbably be in the vicinity of
$100,000, give or take. Less complex deploymeiitsost less; more complexity, and
other functionality not listed here (which you azften add later), will increase costs.

At the least, you can build your planning budgetaiad these figures, and in turn, use
those figures to determine just how big a bitehef apple you're willing to take.

Which brings us around to one of our long-time, keplementation tenetStart small
and discrete.We'll have more to say about that next.
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START SMALL AND DISCRETE

Having deployed a couple hundred accounting or Ey@fems over twenty years,
probably our most important recommendation on taé&en can largely be distilled down
to the one simple principle summarized in our hieadhbove.

Prior to ERP purchase and deployment, the wisesteds always to engage in a
discovery process (or needs analysis, or busimesegs analysis — they go by many
names). During the discovery process, pain pairgsdentified. How those pains affect
othersin the company should also be identified. Botlets and redundancies are
uncovered. A basic workflow is flowcharted thatlbadown to: How are things done
now... and howshouldthey be done in the future? This by the way ésktsic concept
of a process known as Value Stream Mapping, imaiglish.

As you move through the discovery process, yourill fvarious business process/problem
areas that need to be addressed, improved or tegre¥our job is to pick out just the
one or two areas, departments or pains that waiianhost immediate attention. These
are the areas usually best suited to become #tefiase of your ERP deployment — after
all, they should be among the most urgent. Sdiwed, and you will see some
immediate ROI, a good benchmark for success ancofmtinuation of the deployment.

The task at hand is to identify the obstacles &ei potential solutions, and map out a
project plan that addresses and resolves them tabke should be confined to the one or
two project areas that will initially be addresséehr example, it may be that the
company needs to deploy ERP across many functaseak including some or all of...

the front office, billing/purchasing, payroll, ordigow, customer service, warranty and
returns, production, shipping, warehouse manageraadtso on. Nonetheless, the
prudent course is to pick just a couple — say firela and order processing for example —
and simply start there.

This ‘small and discrete’ project approach will yidd several benefits:

First, it gives project stakeholders on all sides aitargrealizable goal to work toward.
Everybody knows the goal, though not everyonefacédd (only the departments in
question) and frankly, there’s less to go wronge Tikelihood of bringing the company
‘to its knees’ due to a dramatic changeover is mipéd or eliminated. Besides, with a
well-definedproject plan transition damage should be largely nullified.

Second it gives you a chance to evaluate your providgefore committing to the whole
project, you're committed to only part of the pijeAlso, it's easier to pull the
emergency cord on a small, phased project thanlamya and sprawling one.

Third , it mitigates, or at least spreads, project cogbile you're usually going to buy
substantially all the software modules up front yoe only committing to a manageable
slice of the services at the outset. Moreovewises are typically paid for as you go, so
you're spreading your costs over the timeline yefire.

Fourth, it gives you the opportunity to celebrate smadtaries, while laying the
foundation for rollout to other departments in aipige light. When you change business
management systeneyeryoneas watching, even the people not immediately affec
Early successes make subsequent departmental @ofitat much easier. Next we’'ll
look next at benchmarking steps, that is, how mkmwhen you're making progress.
After all, you cannot improve what you do not measu
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KEY INDICATORS: TAKING ACTION

Our own experience with deploying ERP solutionsedais nicely with a web
presentation given by Alexandre Attal, an ERP ekieedrom one of Sage Software’s
many ERP divisions. The topic was “How ERP CamSlate Information into Business
Success” and Attal was addressing the area of peaftce indicators and business
intelligence.

In other words, in gaining all this information fnoa modern business management
system, what's important here, what do | do witkaitd how do | manage this data?
Some key takeaways...

You have four key questions to ask yourself:

1. Do you have the right data to make the bessdsts?
2. How confident are you in the accuracy of data?

3. Do different departments have conflicting data?

4. How up to date is your information?

Each company has to work through these questiotteeggieploy, until executives feel
confident that the answers are, for the most pas; Very; No; and Current.

In the last analysis, we are looking for they Performance Indicatorsthat will get you
springing into action.

We start with: What are we measuring? This isSDEEINITION phase. Here itis
important not to get bogged down in details. Dais¢ metrics made to make you look
good — the goal isiprovement.Take a customer-centric point of view. What's
important tathen® Track that. And finally, take a look méwways to measure.

Next: What data should we use? This is the COLLEXNphase. The data should be in
a centralized repository. The information you frand analyze — and upon which you
will base your final judgments about where to asheuld be based on information
derived from data entry thatéasy to entein order to ensure the most reliable results.

Then: What are we looking at? This is the EVALUSN phase. Don’t get bogged
down arguing results. Analysis requires understandf the definition of the various
Key Performance Indicators — make them clearlyraefiand easy to use, so you can
focus on action.

And finally: What do we do now? This is the ACTIQiHase. Remember, the goal is
action— information alone will not improve performancEhis requires continuous
measuring.
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WHAT YOUR BUSINESS MANAGEMENT SYSTEM SHOULD PROVIDE

We just looked at the criteria for Key Performafgicators — the benchmarks a
company uses to monitor how well they are turnirfgrmation intoaction. Continuing
here, we can look again to comments of Alexandtel Abf Sage Software and blend
these with the lessons we have learned over maamg ywad clients. These KPIs for
turning information into action are never the samss any two companies, though
many companies do have similar needs.

It all boils down to what your technologyouldprovide toyour company.

At the leastechnology must provide three characteristics to improve your
performance. Your technology (i.e., your ERP system) should...

1. Reduce time and costs
2. Interoperate across locations, functions or depts
3. Improve the customer experience

A good,integratedERP solution will therefore provide all of thelfawing:
¢ Access to information, from executives all the veay to the field

¢ Dashboards

¢ Flexible reporting

e User-level security of information

* Easeof use

An effective ERP solution imtegratedso as to provide:

¢« A common data repository of key information fronyKanctions

¢ Accuracy and timeliness of data

¢ Aless cumbersome method by which to manage & stipperations

*  The ability totake actionthrough features like event triggers and aleatfyen the
monitoring of a process, benchmark or action item

¢ Customizable portals for every level of employeahether this is a ‘dashboard’ or
a ‘role-tailored client’ in which each key user tas or her own unique view of
what matters to meshen they log onto their system each morning

And finally, the result of this integrated ERP apgrh reveals the specific items upon

which the company can take action, such as thig §kbof examples...

¢ |dentifying customers who have cut back on ordersffer incentives to buy...

¢ Monitoring inventory levels for critical products teact promptly if levels fall too
low...

¢ Viewing the financial health of the busindsforethe books are closed ...

¢ Planning the manufacturing cycle with access t@wdship dates, lead times and
finished goods (i.etrue MRP)...

¢ Proactively informing customers about order staauspmatically (no more chasing
down orders every time a customer calls!)...

« Automated, timely alerts on customer credit-lirsgues...

¢ Knowing which jobs, projects and/or customers addifable — and which are not.

So let's wrap up this series on the fundamentaSRP deployment.
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KEY CONCLUSIONS ABOUT ERP

Our purpose has been to set down in writing thedamentals fohow you know when

you need an ERP systerfor anewsystem)... its strategic importance... the key
motivators that indicate the need for ERP... a feacess stories on ERP’s benefits
culled from actual client experiences (often intlogvn words)... what it costs for
software and services to get started... how to getest... key performance indicators...
the importance of turning information inaation... and what your business management

systemshouldprovide.

We've covered a lot of ground. While covering bread spectrum of ERP in the small
to mid-size business requires dealing in some gdities, we've tried to be specific as
possible about why to do it and what a typical @comight cost -- of course, there is no
‘typical’ project, but our guidelines should certlgi give you a few key objectives and a
manageable budget from which to work. A few keketavays:

Remember, ERP issrategic investmenih your company’s long term health, even
survival. Thus, it is éong-term business improvement stratedyis essential to
sound growth.

You'll know you need ERP if: You have informatiocestered across many
independent ‘silos’... You frequently key and re-kdata... You rely on
spreadsheets to run your business... Different pargsur business do not have
equal, common access to others... Information is teafiehd, organize or retrieve...
You don’t know what it costs to complete a projecbuild a product... You have
no common database or history of projects, prodeastomers. In short, if you
don’t have all your information under the fewessgible umbrellas (systems), then
you need ERPHow else will you be able to discover, report, antlirn

information into actionsthat lead to significant business improvement and
growth?

Done right, ERPpays for itself- many times overERP will make you money.

Start small. Segregate one or two key functionedg for early-stage
implementation. Work from a project plan. Reviamd assess regularly. Build, a
step at a time. Remember, like continuous impra@rérwhich ERP really is), it's
aprocessnot an event.

Recognize the costs. Each project is unique, buisiness in the $10 to $30 million
dollar (revenues) range can get all the softwanedtds and a good foundation in
services for around $100,000, and often less. igeer counts and complexity
greatly affect the final figure. Butit's a goo@ging point for a strong foundation
that you can build upon for years to come. Yougetnstarted for less than that, but
have realistic expectations.

Your mother was right — if it sounds too good tate, it is. Trying to go it alone

or ‘do it on the cheap’ yields failure stories, satcess stories. Do your homework.
As W. Edwards Deming said: “It is management’'stmknow.” That'show
companies get to ROI.
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The material in this white paper is the exclusiveperty of PSSI, and is copyrighted © 2010 by
PSSI. All Rights Reserved. Opinions expressedierge of PSSI exclusively, based on over two
decades implementing strategic business managesyseims for small to mid-size businesses
across the United States. Opinions expressedigyare attributed within to their authors. No
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permitted without the express permission of PSSI.

Comments, opinions and inquiries are welcome, aayllne directed to the firm’s offices as listed

below.

Brian R. Sittley
President
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About PSSI
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We do this by providing several distinct, world-renown Enterprise Resource
Planning systems, and then using our highly experienced and credentialed tech
teams to implement solutions that save our clients money, enhance their
customers’ experiences and improve their bottom lines.

Since 1987, we've helped hundreds of companies manage better through
automation — as documented by our dozens of client Case Studies.

To learn more about how PSSI can save your firm money, improve operations,

bolster customer service and grow your business, contact us directly at any of the
numbers listed. We're here to help!
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For over two decades, the team at Productivity Strategies & Solutions, Inc.
has been helping companies across the nation improve operations and profits by
aligning their I.T. strategies with their business goals.

Located in the heart of the Midwest, PSSI specializes in manufacturing and
distribution solutions aimed at companies that want to grow.

Productivity Strategies & Solutions, Inc.

6561 Lonewolf Drive, Ste. 200
South Bend, Indiana 46628
574.239.2444

877.273.2444
WWW.pssiusa.com
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