A Forrester Total Economic| mpact E
Study Commissioned By SAP
Sept el®dn

Théot al Eco
| mp aOtSAP
S/ 4HANA

Cost SaAwidn@®sisi ness |
Enabl ed 3B/y4 FANA

FORRESTER’



Pr oj Teecam
Dean Dayv
Ri chard
Adri enne

i son
Cavall a
Capald

TabOfe Content s

Executive Summary
Key Findings
TEI Framework And Methodology

The SAP S/ 4HANA Customer Journey
Interviewed Organizations

Surveyed Organizations
Key Challenges
Solution Requirements

© o ~N O U AR R

Key Results

[
[

Composite Organization

[N
N

Anal ysis Of Benefits
Increased Revenue From Functionality Enabled By SAP S/4HANA

Increased Customer Retention Due To Capabilities Enabled By
SAP S/4HANA 13

Avoided Cost Of Previously Licensed Software And Hardware 14

=
N

Increased Productivity Of IT Organization Employees 15
Accelerated Cash Flow Managing Customer Orders/Demand 17
Accelerated Collections Due To Simplified Accounting Capabilities 17

Unquantified Benefits 19
Flexibility 19
Analysis Of Cost s 20
Cost Of SAP Licenses 20
Cost Of Infrastructure For SAP S/4AHANA 21
Cost Of Staff To Design, Build, And Manage Transition 21
Financi al Summary 22
SAP S/ 4HANA: Overview 23
Appendi x A: Tot al Economic | mpact24
Appendi x B: Endnotes 25

ABOUT FORRESTER CONSULTING

Forrester Consulting provides independent and objective research-based
consulting to help leaders succeed in their organizations. Ranging in scope from a
short strategy session to custom projects, Forrester& Consulting services connect
you directly with research analysts who apply expert insight to your specific
business challenges. For more information, visit forrester.com/consulting.

© 2019, Forrester Research, Inc. All rights reserved. Unauthorized reproduction
is strictly prohibited. Information is based on best available resources.

Opinions reflect judgment at the time and are subject to change. Forrester®,
Technographics®, Forrester Wave, RoleView, TechRadar, and Total Economic
Impact are trademarks of Forrester Research, Inc. All other trademarks are the
property of their respective companies. For additional information, go to
forrester.com.

FORRESTER



Key Benefits

Increased revenue enabled by
SAP S/4HANA capabilities over
three years:

$156 million (+5.8%)

Reduced customer turnover
enabled by features of SAP
S/AHANA:

4.1% lower

@
Improved productivity of

employees in business units
and the IT organization:

$2.6 million
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SAP S/4HANA is an ERP system designed specifically for in-memory
computing and reengineering business processes around key business
functions such as financial systems and supply chain management. To
better understand the benefits, costs, and risks associated with an SAP
S/4HANA investment, Forrester interviewed four customers with
experience using SAP S/4HANA and surveyed an additional 110
customers to validate Forrester& observations and support the analysis
with empirical data.

Prior to using SAP S/4HANA, most customers already used SAP
applications. SAP S/4HANA enhanced the organizationsdability to reach
new markets, accelerate revenue, increase customer retention, and
improve business capabilities. In fact, in a survey of 110 SAP S/4HANA
customers, 37% reported capabilities that increased revenue.
Respondents also indicated that capabilities within SAP S/4HANA enabled
them to reduce customer turnover by 4% per year. Of course, the
companies also needed to adapt business processes and change internal
operations, but SAP provided an enabling foundation on which to build
change.

In the words of a VP of technology: i S/AHPANA is a game changer. It
changed my role and contribution as a VP in my company & [én more
involved in solving business problems. It changed the efficiency of our
technology team by making us more efficient. It also changed the
experience of our end users. They dond@ know why run times are faster
and previous problems are gone, but they appreciate how things are
working and are accomplishing more in their workday. 0

Key Findings
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ROI

134%
Benefits PV
$38.2 million
NPV

$21.9 million
Payback

13 months

2|TheTotalEconomic | mpact E Of SAP S/ 4HANA
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Forrester& interviews with four existing customers and survey of 110 user
companies that resulted in a subsequent financial analysis found that an
organization based on these interviewed organizations experienced
benefits of $38.2 million over three years versus costs of $16.3 million,
adding up to a net present value (NPV) of $21.9 million and an ROI of
134%.

Financial Summary

Payback period:
13 months

Total benefits PV,
$38.2M

Total costs PV,

$16.3M
Initial Year 1 Year 2 Year 3
Benefits (Three-Year)
$25.2M
$8.4M
$2.1M
$524.0K $443.0K $439.7K $1.1M
Increased Increased Increased end Avoided cost of Increased Accelerated Accelerated
revenue from customer  user productivity  previously  productivity of IT  cash flow collections due
functionality  retention due to due to reduced licensed organization managing to simplified
enabled by SAP  capabilities run times software and employees customer accounting
S/4AHANA  enabled by SAP hardware orders/demand  capabilities
S/4HANA

3|TheTotalEconomi ¢ | mpact E Of SAP S/ 4HANA F ;
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TEI Framework And Methodology

From the information provided in the interviews, Forrester has constructed
a Tot al Economic I mpactE (TEIl) framew
considering implementing SAP S/4HANA.

The objective of the framework is to identify the cost, benefit, flexibility, and
risk factors that affect the investment decision. Forrester took a multistep
approach to evaluate the impact that SAP S/4HANA can have on an
organization:

DUE DI LI GENCE
I nt er VSiAd@dmeadk ehol ders and Forrester ane
rel atSAB/ 4 dANA

The TEI methodology
helps companies
demonstrate, justify,
and realize the
tangible value of IT
initiatives to both
senior management
and other key
business
stakeholders.

CUSTOMER | NTEARWI BSWRVEY
I nt er ffioeawegdani zat 8ABY 4iHaNAYy surveyed 1
customersbtain dateowitsh bespécts, an

COMPOSIORESANI ZATI1 ON
Desi gmedomposite organization based on
i nt er wawinadwesdi rowr gyaend zati ons.

FI NANCMALREERAMEWORK

Constracftiedanci al model repsessnngt i e
TEI met hodokaadyjyu satnedd rt he financi al moc
and conceérens nafervi ewed organizations

CASE STUDY

O &0 ® O

Empl oyedr fundamental el enseAB/s4ABNA EI
i mpact: benefits, costs, flexibility,
sophistication that enterprisesohave
investment &, TEdr mes hemd olroogvyi dsee rav ecso npol
picture of the total econormil ®aismpaecte
Appendi x A for additional information

DISCLOSURES
Readers should be aware of the following:

This study is commissioned by SAP and delivered by Forrester Consulting. It is
not meant to be used as a competitive analysis.

Forrester makes no assumptions as to the potential ROI that other
organizations will receive. Forrester strongly advises that readers use their own
estimates within the framework provided in the report to determine the
appropriateness of an investment in SAP S/4AHANA.

SAP reviewed and provided feedback to Forrester, but Forrester maintains
editorial control over the study and its findings and does not accept changes to
the study that contradict Forrester® findings or obscure the meaning of the
study.

SAP provided the customer names for the interviews but did not participate in
the interviews. Survey was double blind and neither Forrester nor SAP has the
ability to identify the participants.
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Th&EAKE/ 4HAMNWKASt omer Journey

BEFORE AND AFTER THE SAP S/4AHANA INVESTMENT

Interviewed Organizations
For this study, Forrester conducted four interviews with SAP S/4AHANA
customers. Interviewed customers include the following:

INDUSTRY REGION INTERVIEWEE OBJECTIVES

Maintained global supply of medical products and
services and found that every order created

Vice president, thousands of line items and literally millions of
Healthcare Global enterprise application  calculations. Merely opening a sales order took 7 to
solutions 9 minutes for any person who needed to edit the

transaction. In addition, executives wanted to
become proactive in managing currency risk.

Grew inorganically and faced constant pressure to
integrate the technology, operating cultures, and
supply chain of the combined organization. Different
facilities around the globe managed inventory
separately, and imbalances between locations,
inventory, and manufacturing capacity created
inefficiencies that hindered company profitability.

Vice president of IT

Manufacturing Global S
applications

Rebuilt financial systems in 2015 using another
financial application. Subsequently standardized the
entire manufacturing facilities on SAP S/4HANA,
which motivated the company to also migrate to S/4
HANA for better integration and visibility into
company operations and financials.

Healthcare North America Chief digital officer

Managed multiple, vertically integrated businesses,
and executives sought better insight into cross-
functional opportunities for current operations and to
integrate future acquisitions. The company chose
SAP S/4HANA as a technology platform to more
uniformly manage the business and break down
organization silos.

Chief information

Manufacturing North America !
officer

Surveyed Organizations

For this study, Forrester surveyed 110 IT decision makers responsible
for or involved in their companiesoétransitions to SAP S/4HANA. Survey
respondents represented companies:

yvLocated around theeghpobdewitsh| d2%tefd in North
America ar Europe

ySt afwieedh fromb@d® émwl agees to more than 100, 000
empl oyees.
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“Using your best estimate, how many employees work for your
organization worldwide?”

4% 100,000 or more employees
O 15% 50,000 to 99,999 employees
@® 7% 20,000 or 49,999 employees
22% 5,000 to 19,999 employees
21% 2,000 to 4,999 employees

® 24% 1,000 to 1,999 employees

8% 500 to 999 employees

Base: 110 SAP S/4HANA users
Note: Percentages may not total 100 because of rounding.
Source A commissioned study conducted by Forrester Consulting on behalf of SAP, April 2019

“In which country are you located?”

United States

United Kingdom
Singapore
India

Australia

Base: 110 SAP S/4HANA users
Note: Percentages may not total 100 because of rounding.
Source A commissioned study conducted by Forrester Consulting on behalf of SAP, April 2019
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“Which title best describes your position at your organization?”

Project manager (manage ad hoc 00

project teams °

Manager (manage a team of
. e 25%

functional practitioners)

Director (manage a team of managers

and high-level contributors) 36

Vice president (in charge of

15%
one/several large departments) °

C-level executive (e.g., CEO,

0,
CIO, CTO, CMO) 22%

Base: 110 SAP S/4HANA users
Source A commissioned study conducted by Forrester Consulting on behalf of SAP, April 2019

Key Challenges

During interviews, the executives shared key challenges or problems t
drove their need for an alternate solution. Those issues included:
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In the survey, 75% of respondents indicated that the capabilities of
S/4HANA were crucial to their c 0 mp a raebiliéysoGmplement digital
channels and support digital transformations that were critical to
business.

“Which of the following key factors drove your
organization to invest in SAP S/4HANA?”

Needed to leverage new technologies to
enable digital transformation within our 75%
organization

Changes in our organization/industry's

0,
competitive landscape L

Fragmented or siloed business operations 41%

Limitations of previous databases

0,
and applications 35%

Don't know I 7%

Base: 110 SAP S/4HANA users
Source A commissioned study conducted by Forrester Consulting on behalf of SAP, April 2019

Solution Requirements
The interviewed organizations searched for a solution that could:

VAcceledrhaet mi gtraatS A S/CntkANAX.ecut i ve

commenPedpl e ask me all the time whfjeorieeaskype allghetimgwhy |hyr
migrate. | feel that the change i s| Wawegin@alusrytemigidied [t h a
bite the bullet of the migration aln dfeejthattheichprgeis al uel of
sooner rather than tl aatserwe |g edl29ql obseelineviabbe arm thagwe might
demand for SAP resources will spi kleaswalbbkethegulletaftheh ar|d t ¢
people and exceedingly expensi ve t|o mlghatioreand getthe ¢alueaof o|r s ¢
services firms. the new capabilities sooner
rather than later. | also believe
Key Results that as we get closer to 2025,
demand for SAP resources will
The interviews revealed that key results from the SAP S/4AHANA spike, making it hard to hire

investment include: the right people and

yReducing averafBeheaht hée¢ames exiaut i l&Xceedinglyexpegsye to hire
company is-dmni banktompaning that wel| dtegratorserpwigssieng s
and then we produce the Weopduevioulplsgvicgsfirms. bat de malnd.
hadprrocess that oec.ameltkltogdvibo @ag® d| yice president, enterprise
of run time. We built a prototype a%p%lica{ioﬂéélﬁ‘tigns,ﬁeé]ﬂﬁ:atre p|r o c ¢
task in an S/ 4HANAK e hesns ovtuhaemst t o rfun.

personally twmuackedeeVvammydowamemost [extr eme r
reduocwaisonone process Bhatr dropp®8 $eoomnds.
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yStreamlining quality conA rhoelalatnhdc arreeduci ng error s.
executi ve Alfietsic r $/beHANA ovoips ioldiulcitt y

manuf acweurriendguc ed obuyr 85 %.0orWe aatcehi eved that by

going éuéttyrovoowmic batch records. I't also reduced the nt
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is due to other changes, but SAP S/ 4HANA is certainly
and endabl er.

Survey respondents also indicated specific benefits from using
S/AHANA. Specifically:

v88% said that S/ 4HANA é&dcdpleady trhewr organi zati on
capabilities.

yv88% indicated uihaitibnitito tidnaptrao vseedt s .

yv84% told Forrester that S/ 4HANA helped expand exi sting
of ferings oaqappakiblliet ineesw.
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“On a scale of 1 to 5, how much do you agree with the
following statements about the intelligent ERP
capabilities of S/4HANA?”

Do not agree at all - 1 2 Neutral -3 W 4 B Completely agree - 5

The Intelligent ERP capabilities of
S/4HANA enabled my organization s 46% 42%
to deploy new capabilities

Moving to SAP S/4HANA improved

visibility into our data due to W 47% 41%
consolidation onto a single system
with a consolidated data set

Moving to SAP S/4AHANA
created a competitive 15% A7) 37%
advantage for my organization.

The Intelligent ERP capabilities of
S/4HANA enabled my organization LU 46% 36%
to streamline operational processes

The Intelligent ERP capabilities of
S/4HANA enabled my organization

to scale or expand existing S 51% 33%
business units
The Intelligent ERP capabilities of
S/4HANA enabled my organization
y o 17% LA 28%

to use real-time data to find new
ways of engaging with customers

The Intelligent ERP capabilities of
S/4HANA enabled my organization 23% 44% 27%
to launch new business units

Base: 110 SAP S/4HANA users
Source A commissioned study conducted by Forrester Consulting on behalf of SAR, April 2019

Larger companies indicated that they improved their financial operations,
often by combining manufacturing and inventory systems with financial
data to optimize inventory and understand the related cost of
management decisions.

Smaller companies gained better insights into customers and
transactions and streamlined their ability to improve products and
services that met those customersdexpectations.

10|The Tot al Economic I mpactE Of SAP S/ 4HANA FORRESTERA




“Which operational processes were you able to streamline?”

W $500M to less than $1B Less than $500M More than $5B $1B to $5B
0, 0,
Processes around finance - 35% 36%
12% 39%
Processes around HR/ 47% 29%
human capital management 319% 39%
Processes around new - 41% 50%
services for customers 58% 33%
Processes around sales,
0, 0,
quotes, contracts and - 53% 43%
fulfillment 42% 52%
Processes related to - 59% 71%
procurement and 0 E—l o
vendor management 42% 79%
Processes related to % %
product development 47% 21%
and manufacturing 62% 45%

Base: 91 SAP S/4HANA users
Source A commissioned study conducted by Forrester Consulting on behalf of SAP, April 2019

Composite Organization

Based on the interviews, Forrester constructed a TEI framework, a
composite company, and an associated ROl analysis that illustrates the
areas financially affected. The composite organization is representative
of the four companies that Forrester interviewed and the 110 customers
surveyed and is used to present the aggregate financial analysis in the
next section. The composite organization that Forrester synthesized from
the customer interviews had the following characteristics:

yGenedateenule 50Ifht ib@gn eBWo per year.

yMai nedi met profit margin of 12%.

yAverdcguest omer t6u¥% naonvneura lol vy .

VReduaeserage days outstanding for accounts receivable
starting poitmt 100fl I1dla7y sd,ayfsor a reduction of 16 days.
yDepyedSAP S/ 4 applications including Cash Management,
Receivabl e Managament anSu@Pplayx t@lenTo Pay

SAB Finance and Supply Chain product categories.
11|The Tot al Economic I mpactE Of SAP S/ 4HANA FORRESTERA



Anal yosfi sBenef i ts

QUANTIFIED BENEFIT DATA AS APPLIED TO THE COMPOSITE

Total Benefits

Ref. Benefit Year 1 Year 2 Year 3 Total Present
Value
Increased revenue from functionality
Atr enabled by SAP HANA $9,396,000 $10,147,680 $10,959,494 $30,503,174 $25,162,361
Btr Increased customer retention due to $3.136,500 $3,387 420 $3.658414 $10,182334  $8.399.505

capabilities enabled by SAP HANA

cy Increased end userproductivity due to ¢go5 659 ¢855000  $855,000  $2,565,000  $2.,126.258
reduced run times

Dir sAc‘)’f‘t’\i,Saer‘é ‘;Onsdt ﬁ;féjv‘g?;s'y licensed $0 $225000  $450,000  $675,000 $524,042
Etr Lﬁ;;erﬁi:goﬁlr"eﬁgfg‘cteyegf T $178,125  $178,125  $178,125  $534,375 $442,971
Ftr fjgg;rgfi‘i dcgss? d‘l?r‘fa? da”agi”g $176,800  $176,800  $176,800  $530,400 $439,675
G Accelerated collections due to $408,994  $441,714  $477,051  $1,327,758  $1,095281

simplified accounting capabilities

Total benefits (risk-adjusted) $14,151,419 $15,411,739 $16,754,884 $46,318,041 $38,190,093

Increased Revenue From Functionality Enabled By
SAP S/4AHANA

Based on the functionality of SAP S/4HANA, customers launched new

revenue streams.One executive SABS4HANAOTrrest er: i
streamlined many of our data requirements across departments and The tabl e ab oovtea bslhbo
divisions. Rather than staffing middle managers to organize, interpret, benefits arcaas sl ithte

and reenter data into other systems, we managed it all in one data as well as present
di scoant 40 %. Over |t

repository 8 S/4HANA. As a result, a significant number of managers the ¢ o noprogssntiezpe ¢ o
shifted their focus onto activities that reached to new customers and riadjusted total ble
targeted new markets.o ofheas38m2 11 i on.

In addition to examples from the interviewed companies, survey
respondents indicated that SAP S/4HANA:

VI mproved custotrtdedr¥o sati sfacti on
yCreated oppor upsiet-te®@F %cr os s
yiIncr edarseey e BU &b

yGenerated new r@8Wdnue streams
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