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Using SAP as the Engine to Measurable 
Business Benefit 

 
Michael Doane 

 
This white paper is adapted from The SAP Green Book, Thrive After Go-Live, which was first published in October 2009. The 
book addresses the imperative of business and IT alignment intended to result in measurable business benefit in a 
sustainable organization. 

 
 
Sitting Tight is Not a Winning Option 
 
During the economic downturn of 2000-2003, the market for information technology services simply cratered 
as client firms went into a collective paralysis. 
 
Spending freeze. Zero budget. Cost and head-count reduction. Belt tightening. 
 
This Hooverian response to that downturn was damaging to all as “holding the line” resulted in continued 
business stagnation. Fortunately, throughout the current economic slump, this behavior has thus far not 
been mirrored in the SAP consulting market, especially in the installed base. This time around, with increased 
maturity, SAP clients exhibit more willingness to make moves toward instance consolidation, process 
simplification and refinement, and improved user competency. That is not to say that the catchphrase “spend 
money to make money” has caught fire but at least we have trended away from paralysis.  
 
One welcome development in recent years has been the (mostly) retired notion that SAP is simply IT and that 
IT is just another utility, like gas or electricity that can be scaled down to save costs. 
 
Many years ago when I was a CIO, my firm’s president issued a blanket order to all departments to reduce 
costs by 10%. Without his knowledge, I went to work with each of the department heads to determine ways 
our IT department could help them reduce costs. It was the most productive exercise we had undertaken in 
my time at the company and the potential net gain was a company-wide cost reduction in excess of 12%. The 
glitch is that this included a 15% rise in the IT budget. This was in 1984 and our president thought as much of 
IT as he did of the plumbing. My budget was cut by 10% and I left the firm to get into consulting. 
 
Increasingly, client management, both on the business and IT sides, hold the common view that SAP is a 
business enabler that can be deployed to a) save money and b) increase revenues. How to do both, especially 
in the wake of the global financial crisis, is the key subject of this paper. 
 
What follows is the description of an activity path that should be followed even when the economic weather 
is fine. One distinction for these economic conditions, however, is a presumption that you will not be adding 
significant resource or investments; the economic gains that will be realized will be derived from existing 
resource with a greater focus on value and lesser focus on the daily grind.  
 
There are two key steps to follow in order to weather any fiscal challenge with SAP: 
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Step One:  liberate yourselves from non-strategic activities. 
 
Step Two: fulfill strategic activities based upon targeted and measurable business benefit. 
 
Step One:  Liberate Yourselves 
 
Even in fairly mature SAP installations, there are countless tasks to be fulfilled on a daily basis that provide 
little or no value to your enterprise. Many of these tasks are “the things we do because they need doing”.   
 
The chart that follows is provided courtesy of Meridian Consulting which helps clients to drive value with SAP. 
 
Note that some process tasks add value in that their completion is a necessity even when the absolute value 
is low. 
 
Compensating tasks, however, not only do not add value, they suck the oxygen from your support staff as 
well as the user community.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
For a number of years, Meridian Consulting (www.meridian-us.com) has been helping clients reduce 
unnecessary labor.  “On average, organizations spend no more than thirty percent of their time on true 
customer-service or value-adding work,” Michael Connor, Meridian’s Managing Partner states.  “This holds 
true in firms with mature ERP platforms, which on its surface is surprising.   
 
“The problem is twofold,” Connor adds.  “First, too many organizations fail to adequately automate work, 
which means lots of time spent on low value ‘process’ work.  And second, the extent to which organizations 
are willing to devote resources to fixing mistakes is alarming given the lack of reward for such fixes.” 
 

Customer-Service Tasks

Value-Adding Tasks

Process Tasks 

Compensating Tasks
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transform, enhance, connect, complete.
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As a simple exercise to root out strategic from non-strategic work, ask each FTE in your support group to 
estimate what percentage of time they dedicate to each of the four activity categories. The result will not be 
pleasant. Even firms with a fair measure of SAP maturity find that compensating tasks consume at least 25% 
of their time. Further, such tasks were almost certainly unbudgeted prior to initial Go-Live.  Fix, repair, redo, 
inspect, check, and reconcile tasks are the direct result of inadequate response to implementation issues. 
Further to this point, you may well find that an important measure of these tasks are due to a failure to retire 
applications that were supposed to be made obsolete when SAP went live or are the result of some short-cut 
customization or “temporary” work-around. What works around comes around. 
 
Relief from non-strategic tasks may require a “strategic initiative” by which your applications are modified or 
streamlined. However, one interesting, if nerve-wracking, test is to simply stop fulfilling those tasks in a 
number of well-chosen areas. Like many of the “issues” that arise in the course of an implementation, a 
number of the supposed “issues” relative to compensation tasks will simply evaporate. 
 
The measure of strategic or “make work” is more easily illuminated if the enablement domain of a Center of 
Excellence is in place. Compensating tasks are often shared between IT techies (fix, repair) and end users (re-
do, inspect, check, reconcile). In concert, these two groups can weed out tasks that are not driving a business 
process or assuring data integrity. 
 
 
Frankly, Scarlett:  Getting Your Business Stakeholders to Give a Damn 
 
Often, simply technical considerations, such as obsolete IT installations, lead to a reactionary move to replace 
old applications with SAP. In many cases, client management underestimates the effort required to 
implement enterprise-wide software. During a lengthy implementation process, the temptation is often to 
"get it over with" and, in such scenarios, benefits go by the wayside. This is most often the case when the 
initial vision was cloudy and goals were vague or, as in thousands of cases in the late 1990’s, SAP was 
implemented in a race against Y2K during which benefits could not be addressed simply due to time 
constraints. 
 
In order for you to succeed in getting visible, measurable business benefit enabled by SAP, your business 
people will have to give a damn and not just for the duration of a single project.  
 
You will not inspire your business people with generalities about streamlining operations or achieving 
economies of scale. What is needed is an understandable and relevant target and someone to champion its 
attainment. Champions are set up to be business heroes.  
 
I once provided continuous advisory to a CIO whose insurance firm had recently implemented SAP. The CIO 
kept saying that she KNEW the business processes were much much better than before but that business 
leaders, lacking perspective, felt that the SAP acquisition had been a boondoggle. Needless to say, there were 
no measures of ‘before SAP’ and ‘after SAP’ so the argument was centered upon perceptions.  
 
To counteract negative perceptions and to put the firm on the path of SAP satisfaction, we sought out an 
ambitious business leader and asked him to illustrate a business problem that SAP might help solve. We made 
sure to measure actual company performance relative to the business process in question. The process was 
redesigned and SAP was configured to enable the improvements. We then measured the results. 
 
This ambitious executive had the enormous satisfaction of presenting to his colleagues how he had identified 
and solved a business problem and thus saved the company many thousands of dollars. This led to envy, of 
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course, but envy of a positive nature as other business leaders stepped forth with proposals for other 
business improvements that could be enabled through SAP.  
 
Inevitably, the firm created a Business Improvement Committee with the charter of saving the company 
money through the judicious deployment of SAP assets. 
 
Result:  a dramatic change in culture, keyed by a) an understanding of how SAP can best be deployed, b) 
constructive business and IT alignment and c) measurement. Note that, without measurement, the business 
leader would have had little to present to his colleagues other than what the CIO had previously possessed:  
“things are better”. 
 
The key was using business language and the glossary was Key Performance Indicators, also known as KPI’s. 
These phrases are the nexus between business and SAP. And if they become your lingua franca, you will 
surpass business-IT alignment and enter into business-IT dynamism. 
 
Consider the following possibilities: 
 

• Order Fulfillment Turnaround 
• Procure to Pay Turnaround 
• Cost per Purchase Order 
• Material Costs as a % of Total Mfg Costs  

  
Clearly, these are some of the prime areas in which most businesses seek to improve and there are dozens 
more such high level KPIs and hundreds more granular KPIs.  
 
A business case should address: 
 

1. description of the mission (why it is being undertaken and what is the  intended result) 
2. project context and priority 
3. an assessment of the potential impact on current business for the duration of the project 
4. critical success factors 
5. anticipated economic benefits and rate of return 
6. anticipated strategic benefits and business impact. 

 
Most firms adequately develop the first four elements of a business case, but the latter two points are given 
bullet point treatment where solid numbers are needed. The intended amount of your financial return and 
the timeframe in which it will be realized should be decision drivers during your SAP project planning. Thus 
you will be able to plan to benefit rather than tailoring your plan to time and cost alone. By planning to 
benefit, you are directly addressing your business stakeholder:  we will make you a hero.   
 
The Enterprise Applications Value Chain 
 
For any enterprise, business results are directly reflected in a Profit & Loss statement. Key Performance 
Indicators that most directly affect P&L results should be identified as well as the business processes that 
drive these KPIs.  
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In order to maximize measurable gains:  
 

• determine which performance indicators are the most vital to your firm (i.e. with direct and obvious 
impact on your P&L) and which will most clearly reveal benefit or lack thereof;  

 
• accurately measure your current performance in these areas; this can be costly and time-consuming 

because few firms maintain data that relates to business processes  
 

• determine the current performance measures in your industry sector (average and best 
performance) 

 
• measure the differences between your current performance and industry averages and bests 

 
• establish a target to be achieved at the KPI level 

 
• identify the business processes that drive KPI results 

 
• improve those business processes with a combination of SAP applications, changes to the process, 

and assured end user competence. 
 
End users, who have traditionally been trained only to enterprise applications functions, should be trained in 
regard to their roles in fulfilling business processes and how such fulfillment drives business performance 
improvement. Many firms fail to receive planned benefits quite simply because the users are not sufficiently 
competent.  
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Iterative Business Process Improvement – A Sample Exercise 

A prospect once told me that his firm was in a mess and needed more “computerization”. When I attempted 
to re-frame the discussion toward business improvement with the help of computerization, he grew testy.  
“We’re losing five thousand dollars a day and we need to speed things up!” I could not withstand the urge 
and replied that if we merely sped things up he could lose ten thousand dollars a day. 
 
I don’t know if the firm ever got more computerized. I never set foot in the place again. 
 
While much of what follows reveals how SAP “computerization” can enable business process improvement, 
the core of the exercise is common sense revealed through measurement. Your business process 
improvements can be incremental or dramatic and the decision as to which tactic to adopt will pivot on the 
organizational change that is required. Because of organizational complexity, dramatic changes may be more 
daunting than planned business benefits merited.  
 
In this example, the client is a provider of assemble-to-order goods for which speedy order fulfillment is a 
major KPI. They have determined that sales order processing is too costly and a drag on order fulfillment 
turnaround time. 

 

 

 

 

The client is targeting dramatic reduction in the cost of sales order processing, which, if successful, will yield 
annual savings of nearly $3M. Less tangible but of potentially greater benefit, is the goal of shortening the 
order fulfillment turnaround time.  

 

 

 

 

 

It is not necessary to hit these targets in one concerted project. With limited resources, you can effect 
iterative improvements, each aimed at the same ultimate KPI target. 
 
Measurement begins with the As-Is state for the business process. 
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It consists of measuring the human time required for each step in the process as well as the lag time (in days) 
from step to step. If your process is more time-intensive, lag can be measured in lesser increments. It is 
usually sufficient to apply a single average labor cost (resource plus overheads) across a process and that is 
what is done in this example. Note that the $400 per day labor cost includes the average cost of all steps 
except for production itself. Thus, 10,000 orders per month are being fulfilled in 1.25 hours (16% of an 8-hour 
working day) with just in excess of 9 working days to complete the process.  
 
The various steps in the horizontal process are carried out by diverse vertical departments which is but one of 
the reasons business process ownership is a key issue. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In traditional (non-SAP) arenas, each of these departments may have its own separate IT system and 
interfaces are required to pass orders data from one system to the next. Flow is compromised, as is 
accountability.   
 
In order to reach our goal of reducing costs from $64 per order to $40 per order and order fulfillment 
turnaround from 9+ days to 7 days, we will go through three steps although, as will be seen, these could all 
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be accomplished in one go. Many firms founder by trying to do too much too soon, leading to change 
management issues or too steep a learning curve. In this example we are going to up the stakes with each 
step. 
 
The first step is a common sense procedural change for which no particular information technology is 
required. (Most clients have loads of these). In this example, the client has continued to assign invoicing to 
accounting, which accounts for the lag between shipping and invoicing. By simply producing invoices at the 
shipping site, this lag is eliminated and the cost per order processed is slightly shaved. 
 
 
   
 
 
 
 
 
 
 
 
 
 
 
 
 
In a second step, which is technology-driven, we take advantage of web-based order entry by which clients 
no longer call in orders but enter them on the web and assign staff to monitor traffic and occasionally help 
clients through the process. (While the result would be a major reduction in sales order processing, we 
assume complete adoption of web order entry in order to simplify this example.) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The result is fairly minor in terms of reducing lag time (from .04 to .01 days per order) but we have reduced 
the cost another $12 per order. 
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The third step is an SAP-based procedural change by which SAP-enabled automated purchase processing is 
implemented.  Hereafter, vendor selection and purchase orders are automated. For this example, we have 
retained the approval process but the net gain is another $8 per order and another half day of lag. 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The three improvements have allowed us to achieve the goals initially set in the KPI exercise of reducing costs 
to $40.00 per order… 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
…as well reducing the order fulfillment turnaround to less than the goal of 7 days. 
 
As for the next iteration of order fulfillment process improvement, note that in our new “As-Is” (To Be C), 
90% of the lag is due to the five days awaiting delivery of materials and one day of production.  
 
The logical next step to shortening turnaround time would be an improvement to the materials acquisition 
process by which we would measure the as-is steps in the same way we did for the order fulfillment process.  
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This is only one example of what could be dozens of measurable benefits derived from business 
improvement enabled by sound business process design and SAP business applications software. 
 
While this exercise is simple, the key point is that measurement of key performance indicators should be at 
the heart of any such effort and that targeted gains must be measured against the costs associated with 
them. 
 
The Daily Doughnut 
 
A tale of two doughnut suppliers. With one, I phone in my order before 10 PM. With the other, I enter my 
order on-line any time before 3 AM.  
 
When I phone in my order, a chatty lady from the doughnut company takes my order and enters it into their 
sales order system. On occasion, she enters items incorrectly. Oh, well, stuff happens. My new order is added 
to others and at midnight another lady analyzes the night orders and updates the baking plan accordingly. At 
three AM when baking begins, someone runs an update to the production schedule that includes my order. 
At four AM when baking is ended, someone else sifts through the delivery slips and writes up a route order 
for the delivery trucks. My doughnuts are delivered at 7:01 AM and I am asked to pay cash or write a check 
for them. I am given a receipt that I throw away.  
 
When I enter my order online, the bakery system automatically updates the baking schedule, packing, 
delivery routing, and cash flow. At four AM, my doughnuts are baked during pre-planned batches then are 
boxed with a pre-printed address label that includes a bar-code for delivery routing. My doughnuts are 
delivered to my door at 7 AM where I reflect receipt at the stroke of a light pen. Payment is made 
automatically. Outside of delivery, my doughnut transaction has required no human intervention and caused 
zero lags throughout the process.  
 
These are actually the same bakery. The first scenario is before an SAP-enabled transformation.  
… 
 
 
While many information technology expenditures must be made for technical reasons, the costs related to 
enterprise applications should all be tied to measurable value. We have noted that the most successful firms 
in this regard are those that value and support their business process owner. In most firms, support for these 
individuals tends to fade after software is implemented and the result is a predictable return to small and 
incremental improvements through time, thus eroding the return on investment.   
 
Three Point Planning 
 

1. Liberate yourselves from work that adds no value to your enterprise. 
 

2. Measure your performance, target tangible improvement, and realize that improvement through 
business process reengineering. 

 
3. Embed sustainability in all your efforts. 

 
Thrive after Go-Live. 
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.	������*��
�� is a leading authority on enterprise applications, Mr. Doane has thirty-six years of business 
and information systems experience, including sixteen years in consulting. He advises clients on 
strategies, implementation and integration, service provider selection and management, and best 
practices and methods for deriving value from enterprise applications investments. 
 
In addition to prior roles as a practice lead at Grant Thornton and The Consulting Alliance, Mr. Doane has 
directed several major consulting engagements for large systems integrators, most notably in financials 
and logistics, in North America, Europe, and Asia. Prior to entering the world of consulting, he was the 
European IS director for the Plessey Company Ltd. and for Ferry Peter, a division of Wiggins Teape.  

From 2001 through 2007, he worked as an industry analyst at META Group and Performance Monitor. At 
META Group, he created and led the Professional Services Strategies group and was a contributing 
member of the Enterprise Applications Strategies group. He is widely published (including five books on 
SAP) and has led more than fifty executive seminars on enterprise applications strategies and best 
practices. He provided a keynote at the 2002 North American SAPPHIRE on the subject of centers of 
excellence and keynoted an ASUG/SAPPHIRE 2010 Kick-off on the same subject. 
 
Key associates include 3V Solutions (www.3vsolutions.com), Meridian Consulting (www.meridian-us.com), 
Enterprise Applications Consulting (www.eaconsult.com) and JonERP (www.jonerp.com). 
 
Mr. Doane is the author of The New SAP Blue Book, a Concise Business Guide to the World of SAP, and The 
SAP Green Book: Thrive After Go-Live. He is a regular columnist for ERP.com and has a blog 
(http://sapsearchlight@blogspot.com) In addition, he has led numerous executive seminars in the U.S. 
and Europe on the subjects of SAP adoption and implementation, return on information systems 
investments, and  application lifecycle management.   
 
E-mail:  michael@michaeldoane.com   Web:  www.michaeldoane.com 
�
These books are not available in bookstores. For more information or to order, visit 
www.michaeldoane.com. 
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