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“Which business processes will be / are / were
the focus of your firm’s digital transformation?”

Digital
Transformation
Priorities Vary By
Industry and
Function
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> Research hypothesis and method
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Hypothesis of the Custom Study

> Situation: Current ERP deployments inhibit digital transformation because of :

« Patchy integration, Error-prone manual processes, “perimeter” security, inflexible Ul

> Opportunity: Digital transformation drives

* Product and service innovation, granular, timely, extended enterprise value chain collaboration

> Conceptual solution: Modern-cloud based approach to ERP stimulates
* Manual process automation
» Stakeholder engagement through mobile channels
* Intelligent, collaboration in the extended enterprise
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Forrester Surveyed 250 Firms

Country Employee Size

20,000 or more employees
(Global 2,000)

14%

5,000 to 19,999 employees (Very

Large) 20%

1,000 to 4,999 employees (Large) 31%

26% BL: 500 to 999 employees (Medium to

24‘% Large) 35%

FR: T 2% Type of Organization

Multi-national organization (Operations in

0,
multiple countries around the world) 32%

Regional organization (Centralized
operations for more than one country
(region))

Local organization (Operations in a single
country only)

42%

26%

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Most respondents were in business functions

Department Industry
IT 1%
Finance/accounting [INNEGEGEG 23% = Services and
_ distribution
Operations I 15%
Sales I 14% Retalil

Customer Service [l 8%
= Manufacturing

and materials

Job Level 33%

C-level executive (e.g., CEO, CTO, C10) [ N AN 20%
Annual Revenue

Vice president (in charge of one/several
large departments)

Pounds mEuros
26%

35%
€1B 1058  m— 23% ’

27% 204
€500M (0 €15 m— 5506
19% €400M 10 €499V el | 606

17%

Director (manage a team of managers _

and high-level contributors)

Manager (manage a team of functional
practitioners)

Project manager (manage ad hoc

0,
project teams) 7%

€200M 10 €299 . 187
Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.

Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Respondents were enterprise apps decision-makers

In which of the following categories of software Has your organization invested in ERP software?
decision-making are you significantly involved?

= We are
implementing / have
implemented ERP

Commercial off the shelf (e.g.,

CRM, ERP, finance and Had to be selected 100%
accounting, PLM, SCM)

Customer service technology (e.g., We are expanding /
field service, knowledge 6% upgrading our ERP
management, customer 0

communication)

. = We are planning to

Safes s et eehnoloo ilement an CRe

9. . R 45% system in the next
commerce solutions, distribution,

- 12 months
billing etc.)
Digital Experience (e.g., Web Level of Responsibility
content management, Digital Asset 40%

Management (DAM), online video i isi
g ( ) ) I influence decisions related to my - 18%

organization’s technology strategy.
| am part of a team making decisions for my _ 20%
36% organization’s technology strategy. 0
| am the final decision-maker for my o
organization’s technology strategy. . 12%

Marketing and advertising
technology (e.g., enterprise
marketing solutions)

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Over the next 12 months, firms will prioritize revenue, CX and products

“Which of the following initiatives are likely to be your organization’s top "
business priorities over the next 12 months?” “

Critical or high
priority

m Critical priority = High priority = Low priority Not on our agenda

Grow revenue [N E%7 N 40 %6 M3 | 2%
*nprove the experience of our customers [N N 48 M3 | 1%
*(ddress rising customer expectations 2%
2%
Improve the experience/productivity of our employees [IN2O06NN I 5 306 e e | 2%
Reduce costs [IINZO% N 4296 s vee . 1%
Better comply with regulations and requirements S8 4 3% 6% - 3%
Increase influence and brand reach in the market RS20 5006 5% 3%
Improve our ability to innovate NS 2%6MN 4906 7% 2%
Standardize processes (such as order management, customer service, credit.. JEII2EY6MIN 5404y s vem | 2%
Improve differentiation in the market [IN28Y6MIN 496 I 2096 - 3%
Better leverage big data and analytics in business decision-making IS 0%6 N A7 % 206 - 2%
Accelerate our digital business 256NN 5106 209 - 3%
Upgrade or replace outdated systems [NS2060 N 4 1% 249 - 3%

Improve our products /services

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017



Priorities : single-view of the customer, upgrading security, and integration with systems of record

“Which of the following are likely to be your organization’s top enterprise application priorities over the next 12 months?”

= Critical priority = High priority = Low priority Not on our agenda
Customer * Consolidate all customer-facing systems to create a single customer view to ___ 8%
focus improve credit management and find opportunities to ‘up sell’ and ‘cross sell’ 0
A * Upgrade security, authentication, and identity management 6%
* Integrate back-end systems-of-record with customer-facing mobile and web _—_ 12%
systems-of-engagement 0
*Improve working capital management by standardizing customer and supplier _—_ 1204
terms across the enterprise 0
Increase custom development for better business support and/or differentiation _—_ 8%

* Personalize our customer-facing web and mobile experiences _—_ 11%
Standardize business processes across the enterprise  [NEZSURMINN M A6 IZETaN 7%

Embed actionable insight in our business processes _—_ 10%
Increase the use of enterprise app stores to improve end user service and support _—_ 9%
Update/modernize or upgrade our legacy ERP package _—_ 12%

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Streamlining processes and cloud migration are lower priorities on the business agenda

“Which of the following are likely to be your organization’s top enterprise application priorities over the next 12 months?”
= Critical priority = High priority = Low priority Not on our agenda
Consolidate customer-facing web and mobile technology platforms  [NZZ0ANN 450 zeoe 11%
Accelerate cash flow by synchronizing enterprise Vegmir;g ef;)srfegﬁztbvrsﬁ(lﬁrrﬂz?gigg 2 42%  [28% T 9%
Release CAPEX for other investments by moving ERP costs to OPEX [IIN280a0 i38% 1 21oem - 18%
Integrate with other services using cloud APIs [IIGUANN 429 279N 12%
Introduce/expand DevOps  [IINIZ2940 [1138% | 29 10%
Develop and deploy mobile applications on top of ERP ISV 429 25 | 14%
ety and et s Sea SR e o ) et i e 1%
Outsource application support and maintenance [N220600 [11188% 1 27 - 14%
Extend ERP using Platform as a Service capabilities [IN20060N 01838% 1 26 16%
Migrate existing applications to the cloud 8% 11138% | 26% 18%
Implement automation technologies like robotic process automation (RPA) [IIZIMI 188% 1 ze%e - 15%
Migrate to cloud hosted ERP [IBTN 129% " 29 27%

Adopt Software-as-a-service ERP  [1004 [723% " 4% 22%

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.

Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Software strategy goals: Improving process performance / agility, security, and differentiation

Q3. “What are the top five most important goals for your software strategy?” Rank your top 5

sRankl =Rank2 =Rank3 Rank 4

Optimizing
processes ¢ Monitor, improve, and optimize process performance 9%
Support business model innovation such as franchising or managing 7%
distributors
Differentiate our products and service and gain competitive advantage 9%
Security
% Improve data security 8%

Y& Improve business agility in responding to disruption 7%
e Ensure compliance, reduce risks 9%
Accelerate integration of merged or acquired business units 5%
Y Consolidate infrastructure (e.g. network, server, storage) 4%
Y& Upgrade or replace outdated systems 6%
Enable innovation 6%
Exercise closer control over group branches and subsidiaries 6%

More easily support restructuring and divestiture 8%

Better deliver digital capabilities (e.g. improve ability to trade online, o o 0 0
improve ability to track performance by product, customer and channel) 4%

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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To better support (new
business models),
digital collaboration
processes, firms look to
improve their ability to
capture, analyze and
drive actionable
insights (62%), better
integrate back-office
apps (57%), and better
encryption of customer
data (54%)

“What capabilities must you improve in your back-office IT systems to better support digital
collaboration processes and digital innovation value streams?” Select all that apply

Ability to capture, analyze and drive actionable
insight from higher volumes of more diverse data

Better integration of back office applications

Better encryption of customer data

Ability to drive product and service innovation
from granular insight

Ability to support new business models such as
subscription billing or sales on consignment

Ability to accelerate new product introduction
using digital technologies

Ability to engage customers with compelling
content at each point in the path to purchase

Ability to optimize marketing mix across
channels

62%

57%

54%

46%

44%

39%

38%

38%

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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“On a scale of 1to 5, how ready would you say your back-office IT systems are to support
customer facing digital processes and operations?” 1 being lowest, 5 being highest

Only 14% believe their

_(Fffi Our back-office IT infrastructure and
_baCk office IT applications are completely ready for - 14%
infrastructure and digital

applications are

completely ready for We are almost ready for cigical || 5%

digital

Neither 22%
68% believe their back-
office IT systems are ready
We are not ready for digital 8% or almost ready for digital
Not at all ready for digital 2% ‘

&)

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Cloud Taxonomy

Level of
sharing

Public cloud

Virtual
private cloud

Private cloud

.

Infrastructure Middleware Applications Inforrmation Business
and processes value
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“How has your firm deployed its ERP today?”

Firms look to deploy = Deployed today = Preferred deployment option 2 years from now
ERP from on-premise/

Off_premise data- ERP in your own datacenter
centers to a cloud

environment within the

next 2 years

29%

42%

34%
ERP hosted in a third-party data center

41% of firms will deploy
23% ERP systems in the
cloud 2 years from now

15% ‘
18%
(%))

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017

ERP hosted in a public cloud

ERP Software-as-a-Service (SaaS)
subscription
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But 92% mentioned a = Deployed today = Preferred deployment option 2 years from now

historical mandate to _ I o
; . ERP in your own datacenter 0
deploy ERP solutions in I 42%

S CEIE] G2 ________EI -

ERP hosted in a third-part t nter
a third-party data cente W 16%

|

Q8. “You selected that your ERP is deployed in your data center is this a pre-requisite for
your ERP?

=Yes =No

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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IF ERP IN OWN DATA CENTER MANDATE: WHY? Select one

Firms mandate ERP
deployment in local
data centers to ensure
business continuity and
minimize latency

vV « 4

pOO

36%

To guarantee business _ To maintain _
continuity infrastructure supporting
critical apps

~,

To minimize latency
risks

To comply with data To maintain the ability to extend or
security and data privacy customize the app locally
Base: n67 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Ability to customize and configure to meet specific requirements are most important selection criteria

“What were the top five criteria when purchasing your existing ERP?” Rank your top 5 (Showing top 5 only)

mRank1l =Rank2 =mRank3 =Rank4 =Rank5
Extensibility allow fgrther.custom.lzgtlon on the platform 3% % 0 |
without jeopardizing the upgrade path
Configurability to meet our specific requirements without code . %
changes
Vertical functional fit for our industry . 2%
A compelling solution roadmap %
Active user group and development community . 3%

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Top concerns : data security and privacy. Latency, upgrade cadence

“What are your firm’s top five concerns, if any, with your current ERP?” Showing top 10 only
mRank1l =Rank2 =Rank3 =Rank4 =Rank5

oaa sy andvacyconcerrs | T 5
Analysi nstraints. Inabili ni r performan nd take timel rrectiv
alysis constraints. Inability to anise our performance and take timely co ective k%
actions.
Lack of control or reliability especially over rate or timing of.upgrades, software or %.L%
infrastructure changes
Transaction latency in ability to process volume of transaction with accepte}ble m %
response time
Too expensive to migrate m%
Vendor lock-in that makes it difficult to switch .2%
Lack of resources or expertise - 5%

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017

© 2017 FORRESTER. REPRODUCTION PROHIBITED.



> Perceilved risks and benefits of cloud ERP

>

>
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Cloud ERP Selection Criteria

> Firms prioritize , credible disaster recover y/ business continuity plans (36%).
> They also look for extensibility to allow further customization, skills, and partner availability

Q10. “What were the top five criteria when purchasing your existing ERP?”
Rank your top 5

sRank1l =Rank2 =Rank3 =Rank4 Rank 5

Credible disaster recovery / backup and restore / business continuity plan --_— 7%
Extensibility allow furt_her cus_to_mization on the platform without _—-.20/0
jeopardizing the upgrade path or support)
Availability of skills and partners to maintain and extend the solution -_—- 5%
Configurability to meet our specific requirements without code changes _--- 4%

Ability to integrate and exchange data with other non-ERP applications 2849 _ 17%

© 2017 Forrester Research, Inc. Reproduction Prohibited
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Cloud ERP Opportunity

> Implementing ERP SaaS would deliver business value (64%).

> Cloud integration services would also offer significant opportunities for digital collaboration and business intelligence
to make informed decisions to better win, serve and retain customers.

> Top software strategy goals : i) supporting business model innovation. ii) offering differentiation, data security.

“How strongly do you agree disagree with the following statements:” “What are the top five most important goals for your software
strategy?” Rank your top 5
= Strongly agree Agree
) = Rank 1 = Rank 2 = Rank 3 Rank 4 Rank 5
Implementing ERP Software-as-a- o d ontimi
Service (SaaS) would deliver business - 43% Monitor, improve, and optimize 0 0 o 0 0
value process performance 9% 8%
Cloud integration services offer Support business model innovation
significant opportunities for digital 39% such as franchising or managing SN 1% 11%
collaboration, business intelligence or ? distributors
Big Data, Differentiat ducts and servi
ifferentiate our products and service
Process automation technologies like and gain competitive advantage 9% 5%
robotic process automation (RPA) help 21%
optimize processes and deliver cost °
efficiencies Improve data security % 8% 10%
Implementing ERP on a hosted public - . I
. : 32% Improve business agility in SR oY PR C 0
cloud would deliver business value responding to disruption 7% 7%

© 2017 Forrester Research, Inc. Reproduction Prohibited
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> The state of digital transformation and cloud ERP

>




“Is your organization considering, evaluating, piloting or currently using cloud ERP in the
following ways?”

More than half of firms = ERP hosted in a public cloud = ERP Software-as-a-Service subscription

consider using cloud I /5%
ERP in the next 2 years No plans to consider this implementation _ 54%

(minimum)
No plans but considering implementation in the _ 30%
next 2 years _ 17%

Considering implementing in the next 12 - 10%

months - 10%
B 5

Currently evaluating implementation . 406
0

| 1%
0%

Bl 6%

Currently using or implementation
B 15

Piloting implementation

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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“How strongly do you agree disagree with the following statements:”

_J

-]
= Strongly agree = Agree = Neither = Disagree = Strongly disagree ‘ ‘
Strongly agree
or agree

64% of firms agree that
implementing SaaS

ERP would deliver Implementing ERP Software-as-a-Service (SaaS) .-.ll%
: would deliver business value
business value
Cloud integration services offer significant
opportunities for digital collaboration, business 0%
intelligence or Big Data,
Implementing ERP on a hosted public cloud
would deliver business value 0

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017

Process automation technologies like robotic
process automation (RPA) help optimize
processes and deliver cost efficiencies
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“What are the top five barriers in adopting ERP hosted in a public cloud?”

Note: Only 17

Inability of internal stakeholders to agree on a
respondents selected single ERP configuration for all users _ 9%
no plans

Perceived risk of contention for network
bandwidth or cloud resources (for example,
one business unit might be closing the books
while another is running compute intensive Bl)

6%

Concerns about the provider’s ability to cope

0
with disaster recovery 6%

Concerns about resilience lack of network

: 5%
redundancy to reach the SaaS provider

Risk of budget over-run as functionality-based
costs increase as my usage of the cloud ERP
software expands

4%

Base: n17 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017
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Even firms with “no
plans” recognize that
ERP hosted in a
public cloud is
important to
connecting to digital
customers (84%),
enabling IoT (71%)
and applying
predictive analytics to
financial data

© 2017 FORRESTER. REPRODUCTION PROHIBITED.

“How important is ERP hosted in a public cloud for the following?”

Very
important or
important

= Very important

Connecting to digital customers -_. 0%
Enabling Internet-of-Things (IoT) capabilities --l 13%

Ability to apply predictive analytics to financial and financial
data (to make recommendations to budget holders about - 11%
corrective actions for performance variance)
Ability to manage access to more granular data (to track
cost to serve for each customer segment or individual, --- 16%
ability to track revenues and costs for new product...

Base: n56 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017

= Important = Moderately important Slightly important

Connecting to channel partners and other third party
organizations

Trading online

Ability to monitor multiple KPIs and route the most
significant exceptions for resolution




SaaS ERP helps

1)  To connect to
digital customers

1) Monitor multiple
KPIs

I1i) Deploy predictive
analytics
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“How important is ERP Saas for the following?”

= Very important = Important = Moderately important Slightly important

Connecting to digital customers -_. 3%
Ability to monitor multiple KPIs and route the most _- 10%
significant exceptions for resolution 0
Ability to apply predictive analytics to financial and financial
data (to make recommendations to budget holders about _- 4%
corrective actions for performance variance)
Enabling Internet-of-Things (IoT) capabilities --- 12%
Ability to manage access to more granular data (to track
cost to serve for each customer segment or individual, - 10%
ability to track revenues and costs for new product...
Connecting to channel partners and other third party --- 14%
organizations 0

Base: n73 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017

Very
important or
important




Near term plans:

> Over the next 12 months, aside from growing revenue, improving the customers experience (86%) is a critical or high

priority.

> 85% also want to improve the products or services available to meet the customers expectations (85%)

> ERP SaaS has come to the forefront in the endeavor to connect to the digital customer (79%). ERP SaaS also enables
the ability for organizations to monitor KPIs (67%), and apply predictive analytics to financial data (64%) and even other

emerging enable technology innovations like 0T

Q1. “Which of the following initiatives are likely to be your
organization’s top business priorities over the next 12 months?”

m Critical priority
Grow revenue

Improve the experience of
our customers

Address rising customer
expectations

Improve our products
/services

Improve the

experience/productivity...

© 2017 Forrester Research, Inc. Reproduction Prohibited

High priority

6% 40%

Q17. “How important is ERP Saas for the following?”

= VVery important

Connecting to digital customers

Ability to monitor multiple KPIs and

route the most significant...

Ability to apply predictive analytics

to financial and financial data (to...

Enabling Internet-of-Things (I0T)
capabilities
Ability to manage access to more

granular data (to track cost to.

Connecting to channel partners and
other third party organizations

Trading online

Important
325N 48%
Ma%  53%
M9%  45%
21% 40%
5% 45%
128%1 36%

5% 38%



Near term plans :

> To meet customer demand and
expectations in the digital age,
organizations are prioritizing various
enterprise apps.

> 71% said creating a single-view of the
customer was a critical or high priority.

> Upgrading security and integrating back-
end systems were also high priorities.

© 2017 Forrester Research, Inc. Reproduction Prohibited

Q2.Which of the following are likely to be your organization’s top
enterprise application priorities over the next 12 months?

m Critical priority

Consolidate all customer-facing systems to
create a single customer view to improve
credit management and find opportunities

to ‘up sell’ and ‘cross sell’

Upgrade security, authentication, and
identity management

Integrate back-end systems-of-record with
customer-facing mobile and web systems-
of-engagement

Improve working capital management by
standardizing customer and supplier terms
across the enterprise

Increase custom development for better
business support and/or differentiation

High priority

50%

41%

45%

44%

44%

35



Customer service

> Nevertheless, organizations recognize
gaps they must close to better deliver
excellent customer experiences. These
include:

> The ability to capture, analyze and drive
actionable insights from a variety of data
(62%)

> Better seamlessness with other back-
office applications (57%)

> And perhaps most importantly, 54% of
organizations want to better protect their
customer data.

© 2017 Forrester Research, Inc. Reproduction Prohibited

“What capabilities must you improve in your back-office IT
systems to better support digital collaboration processes
and digital innovation value streams?” (TOP 5) Select all that

apply

Ability to capture, analyze and
drive actionable insight from
higher volumes of more diverse
data

Better integration of back office
applications

Better encryption of customer
data

Ability to drive product and
service innovation from granular
insight

Ability to support new business
models such as subscription
billing or sales on consignment

46%

44%

62%

57%

54%

36
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Next Steps



57% have an ERP
strategy that is
regularly reviewed

43% of firms do not
have a clear ERP
strategy

. Yes, we have an ERP strategy

. No, we have a formal IT

. strategy but understand

“Do you have a documented enterprise resource planning (ERP) strategy?”

that we regularly review

strategy but not an ERP

strategy

No, we have no clear ERP

business needs

Base: n250 IT decision makers responsible for the digital transformation and ERP at their organization in EU.
Source: A commissioned study conducted by Forrester Consulting on behalf of Avanade, May, 2017



Get Started On Your New
ERP Strategy!






Thank you

George Lawrie
glawrie@forrester.com

Tarun Avasthy
tavasthy@forrester.com

FORRESTER’

forrester.com
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