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Topics

• Are you implementing ERP for the right 
reasons?

Actions before
the project

Actions after
the project

Actions During 
the project
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ERP is About The Business

• “The software is less important than the 
changes companies make in the way they 
do business.  If you use ERP to improve 
the ways your people take orders and 
manufacture, ship and bill for goods, you 
will see value.”

• “To do ERP right, the ways you do 
business will need to change and the ways 
people do their jobs will need to change 
too.”

*CIO, http://www.cio.com/research/erp/edit/erpbasics.html#erp_length, January 10, 2006
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Top Reasons for Implementing ERP

1. Integrate financial information (Sarbanes-
Oxley Act)

2. Integrate Customer Order Information

3. Standardize and speed up manufacturing 
process

4. Reduce Inventory
5. Standardize HR information

*CIO, http://www.cio.com/research/erp/edit/erpbasics.html#erp_length, January 10, 2006
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Costs

• According to the Standish Group, 
– Average purchase price for a single ERP application is 

$1.3 Million 1

– Average cost of implementation will be $6.4 Million” (5 
times the purchase price) 1

– The average cost to operate the ERP will be $1.4 
Million (1.1 times the purchase cost) 1

– The average project will have a cost overrun of 189% 2

– The average project will have a schedule overrun of 
222% 2

– The average project will deliver only 61% of the 
required functionality 2

1 Standish Group, Virtual Beacon, “The Cost of ERP”, Issue #243, August 30, 2002

2 Standish Group, The Chaos Report (1994)
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Activities before the project
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Document the Business Case

• What are the measurable 
business objectives?

• How can technology help our 
business

• How will the change affect our 
people?

• How much will it cost to buy, 
implement and support?

• What happens if we do not 
change?

Business 
Goals

Technology

Peopl
e $Resources
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The Wedge and the Magnet

• A concept on IT process change 
popularized by Gartner Group

The “Wedge”
• Clear definition of the business problem
• Why I have to change how I do things

The “Magnet”
• How this will satisfy the business problem
• How I have to do it in the future

•All senior executives must publicly 
communicate the "wedge" and the "magnet"
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Establish a Project Environment

• Formal executive oversight
• Establish roles and responsibilities

– Process change
– Project Management 
– HR activities
– Training
– Business partner, customer, and supplier 

coordination
– Financial
– Need for independent verification and 

validation (IV&V) contract

• Establish time reporting system

© Copyright 3/20/2006 and previous years by Data Blueprint  - all rights reserved!

Evaluate Potential ERPs

• Document the AS-IS
– Baseline current metadata
– Document current process models

• Develop the TO-BE 
– Measure objectively against business case
– May be different for each ERP 
– Document effort/cost required to modify standard process
– Estimate cost to maintain

• Consider separate consulting contract for this phase
– Deliverables include mapping out the ERP project

• Milestones
• Schedule of deliverables and resources
• Risks
• Personnel/training requirements
• Develop the RFP for the primary effort

– May or may not be eligible for actual contract
• Consider long term support costs
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Possible Scenario

Contractor A supports:
• Business Case Development
• AS-IS Modeling
• ERP Selection
• RFP Preparation
• Contract Award

Contractor B supports
• Implementation
• Manage changes to the TO-BE 
model
• Training
• While Contractor A performs IV&V
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Technical Support Environment

• Project team should have its own server or drive
• All must use company e-mail
• Establish file structure for deliverables and 

working information
• Establish weekly backup of:

– All working data
– Deliverables
– Emails
– Schedules and estimates
– Data
– Programs
– ERP modifications/tuning
– Retain all backups until 18 months after delivery
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Team Organization

• Executive Steering Committee
– Review status

– Approve scope changes
– Approve key personnel assignments/changes
– Monitor participation
– Resolve disputes

• Business Process Leader for each ERP 
module
– Design / approve the new processes
– Develop supporting policies and training
– Coordinate change with other members of the 

enterprise
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Organization – Single Module ERP

Program Support Staff
-Executive Steering Committee        
Admin Support
-Configuration Management
-Reporting (schedule, financial, etc.)

Executive Steering 
Committee

Project Manager 
ERP Implementation

Training Development 
Team

Infrastructure Team

Business Process Team

Module Experts

Data Conversion Sub-Project

HR Support

IT Support

Contracting Support

Finance Support
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Organization – Multiple Modules

• Two choices:
• By module

• By functional work

Generally betterMore difficultCoordination 
between ERP 
modules

Generally more 
difficult

Generally easierAttaching incentives

Generally more 
efficient

Generally less 
efficient

Resource costs

BetterMore difficultConsistent standards

Must matrix support 
– ownership less 
clear

Clear ownership of 
resources and 
responsibility

Responsibility by 
deliverable

By Functional WorkBy ModuleManagement Factor
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Organization – Multiple Modules
(Organized by Module)

Program Support Staff
-Executive Steering Committee        
Admin Support
-Configuration Management
-Reporting (schedule, financial, etc.)

Executive Steering 
Committee

Program Manager 
ERP Implementation

Module 1 Project Manager
•Business Process
•Module Experts
•Infrastructure Support
•Training Development

Data Conversion Project

HR Support

IT Support

Contracting Support

Finance Support
Module n Project Manager
•Business Process
•Module Experts
•Infrastructure Support
•Training Development

Module 2 Project Manager
•Business Process
•Module Experts
•Infrastructure Support
•Training Development
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Organization - Consultants

• Three choices:
– 1. You manage the project and use consultants as staff 

augmentation
– 2. Consultants manage part of the project and you 

augment the consultants
– 3. Consultants have stand-alone deliverable

• Consultants can suggest, but not lead the 
organizational change
– Legitimate, formal leaders must address employees 

on:
• Why they must change what they do
• How they will do it in the future
• Consequences of non-compliance for the enterprise 

and individuals 
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Project Sponsorship

• CEO must publicly sponsor
– Changes how the enterprise does business
– Changes how people do their work
– Should change how they are evaluated, rewarded and 

compensated

• Project Charter
– Formal declaration of project objectives
– Defines boundaries
– Defines budget
– Defines oversight

• CFO should be involved for future costs
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Additional Notes on Organization

• Contractors can lead portions of the technical 
effort
– Use contractors as staff augmentation or
– Use contractors for task fulfillment

• Business executives must champion the business 
change effort across the enterprise

• Each module must have a business person 
responsible for the new process

• Facilitate persistent, public communication of 
status and risks

• Resource data conversion as a separate project
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Establishing Risk Management

• Establish common definitions
– What constitutes a high, medium or low risk?
– What is short, mid or long-term time impact?
– What "categories" will be used to organize risks?
– How to express "Likelihood of Occurrence" and 

"Cost of Occurrence"?

• Establish common formats
– Templates for reporting risks
– Templates and guidance for monitoring risks
– Templates for risk mitigation plans
– Guidance for integrating risk mitigation activities 

into the project plans
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The RFP

• Intermediate and final deliverable oriented
– Objective measures for deliverables
– Consequences for inadequate deliverables

• Commit to one phase at a time with option to extend
• Each phase has measurable outcomes
• Reference PMBOK as the standard for project 

management
• Specific responsibilities
• Specify process for scope management
• Specify process for change management
• Specify intent to use IV&V
• Use contracts to fill manpower, knowledge and technology 

shortages
• Time & Materials useful only for staff augmentation
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Summary – Before the Purchasing the ERP

Actions after
the project

Actions During 
the project

ÖÖÖÖBusiness Case
ÖÖÖÖProject Sponsorship
ÖÖÖÖProject Environment
ÖÖÖÖERP Selection
ÖÖÖÖAS-IS & TO-BE models
ÖProject Organization
ÖEstablish Risk Mgmt
ÖRFP 

Before
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Activities During the Project
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Managing Scope

• Remember:
– Vendors are there to sell products

– Consultants are there to sell services
– There is an amazing range of products and 

services they can offer your users.

• Use formal change management 
– Involve Business, IT, HR and CFO
– Who represents customers and suppliers?

• Cost out all changes – implementation and 
future support

• Include training (support and user) in 
analysis
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Team Participation

• Set work expectations as a number of 
hours per week 

• Everyone reports hours worked – even the 
executive steering committee

• Publish timesheets
• Steering committee must monitor 

conformance to expectations
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Roles and Responsibilities
Executive Steering Committee

• Approve and publicize the “Wedge” and 
the “Magnet”

• Provide resources and priorities

• Approve Risk Mitigation plans
• Enforce team participation/staff availability
• Approve/disapprove scope changes
• Review Milestone attainment
• Review status

• Resolve conflicts
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Risk Assessment – Macro Level

Start with the Standish Group's assessment for 
large projects1

1  The Standish Group, 'Unfinished Voyages", www.standishgroup.com

100Total

3Hard-Working, Focused Staff10

3Clear Vision & Objectives9

6Ownership8

8Competent Staff7

9Smaller Project Milestones6

10Realistic Expectations5

11Proper Planning4

15Clear Statement of Requirements3

16Executive Management Support2

19User Involvement1

PointsSuccess Criteria
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Risk Assessment – Micro Level

• Formal and public risk 
identification and 
assessment

• Start with SEI’s
Taxonomy of 
Operational Risks

• Evolve risks to match 
your situation.
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User Involvement

• *Are the right users involved?
• *Are the users involved early and often?
• *Do the developers and users have a good relationship?
• *Is it easy for users to be involved?
• *Are the user requirements defined?
• Are new business processes being designed and 

documented by business people?
• Are new processes coordinated between modules?
• Is there a plan to transition to the new processes?
• Is there a plan (and resources) to train the new 

processes?
• Have the ERP experts estimated the cost  of 

implementing the new processes?
* Questions posed by the Standish Group's "Unfinished Voyages"
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Executive Management Support
• *Are the key executives involved?
• *Do they each have a stake in the outcome?
• *Is failure acceptable?
• *Have they approved a well defined plan?
• *Does the project team have a stake in the outcome?
• Has a formal Executive Steering Committee been created and 

chartered?
• Have the business goals and objectives for the project been clearly 

and broadly articulated?
• Are all executives with a stake in the outcome represented?
• Is anyone who can block success not directly represented?
• Does the steering committee provide a clear, direct message 

supporting the project?
• Does the steering committee enforce the user, business and IT 

participation in the project?
• Does the steering committee review project risks and mitigation 

strategies at each meeting?

* Questions posed by the Standish Group's "Unfinished Voyages"
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Clear Statement of Requirements
• *Is there a concise vision for the ERP implementation?
• *Has a functional analysis been performed?
• *Has a risk assessment been performed?
• *Has a business case been documented?
• *Can success be objectively measured?
• For each module being implemented:

– Has the new process been documented?
– Has the business approved the new process?
– Has the ERP implementer estimated the cost of programming and 

maintaining the process?
– Has the Executive Steering Committee agreed to the short and long term 

costs of the process?
– Are the needs of users, customers and suppliers represented in the new 

process?
– Is this new process and its supporting data consistent with the other 

modules being implemented?
– Will the business case be satisfied by this new process?
– Can the results be objectively measured?
– Can the resulting module be isolated and tested?

• Are the requirements exposed to a formal review process?
• Are the requirements under configuration control?

* Questions posed by the Standish Group's "Unfinished Voyages"
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Proper Planning
• *Is there a problem statement?
• *Is there a there a solution statement?
• *Are the correct people involved?
• *Do we have firm specifications?
• *Do we have attainable milestones?
• For each sub-project supporting the implementation:

– Is there a current activity network for the project? 
– Are "actuals" annotated and compared to "estimates" for each activity.
– Does each task on the schedule have a well defined deliverable?
– Does the project manager review and update the plan on a recurring basis?
– Does the project manager have a current list of risks?
– Are the lowest level activities of short duration?
– Are resources assigned to each task?
– Has the resource pool been examined to eliminate duplication with other 

projects?
– Have all tasks been sequenced with predecessors identified?
– Has a critical path been established?
– Does this sub-project plan conflict with other plans for resources?
– Has a versioning system been applied to this plan
– Is this plan adequately disseminated to team members?
– Does this plan allow for change?

* Questions posed by the Standish Group's "Unfinished Voyages"
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Setting Realistic Expectations

• *Do we have firm specifications?
• *Have user needs been prioritized?
• *Have small milestones been established?
• *Can change be managed?
• *Can I prototype?
• Have the cost of implementing and maintaining the 

specifications been approved?
• Will any requirements be "phased-in" at a later time?
• Is the actual status of the ERP project and all sub-

project publicized on a weekly basis?
• Are future users introduced to new concepts, policies 

and processes early in the process?
• Is training developed and tested on the users?

* Questions posed by the Standish Group's "Unfinished Voyages"
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Small Project Milestones

• Do milestones track to documented                               
requirements or risks?

• Is each milestone meaningful?
• Are objective measures established to                           

determine the attainment of each milestone?
• Has the overall project manager approved the                    

milestone criteria for each sub-project?

• Has the Executive Steering Committee approved the milestone criteria 
for the overall project?

• Has all milestone criteria been brought under configuration control?

• Is someone responsible for meeting each milestone?
• Is the status of each milestone publicly  reported on a routine basis?
• Are milestones established in a consistent manner across all sub-

projects?

• Are supporting contracts tied to delivering milestones?
• Are supporting contracts extended by milestone?

No questions from the Standish Group's "Unfinished Voyages" are included on this slide
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Competent Staff

• *Have the skills required been identified?
• *Are people with those skills assigned to the 

project?
• *Is there a plan to train the right skills?
• *Are incentives in place for people to learn the 

new skills? 
• *Will the staff stay for the entire project?
• Will consultants be used as task managers or 

staff augmentation?
• Who will direct consultants' activities?
• How will knowledge transfer from consultants 

to employees take place?
* Questions posed by the Standish Group's "Unfinished Voyages"
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Project Ownership
• *Are roles clearly defined?
• *Is the project organization defined?
• *Does everyone know their role?
• *Are incentives attached to success?
• *Is everyone committed?
• Is a project charter published?
• Does the Executive Steering Committee have a published 

charter signed by a higher authority?
• Does each sub-project have a published charter?
• Will all members of the steering committee be affected by the 

project's outcome?
• Is the steering committee communicating the necessity for 

success to the enterprise?
• Are all members of the steering committee delivering a 

consistent message?
• Do sub-project managers represent their project to the 

executive steering committee?
• Is the test created by someone other than the developer?
* Questions posed by the Standish Group's "Unfinished Voyages"
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Clear Vision and Objectives

• *Is the vision shared?

• *Is the vision aligned with company goals?
• *Are the objectives achievable?
• *Are the objectives measurable?
• *Has someone conducted a sanity check?

• Are the overall vision and objectives traceable to 
each sub-project?

• Does the "business" agree with the vision and 
objectives?

• Are supporting contracts tied to achieving these 
objectives?

* Questions posed by the Standish Group's "Unfinished Voyages"
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Hard Working, Focused Staff
• *Are incentives for the staff in place?
• *Is the staff focused on quantifiable deliverables?
• *Does each member have part ownership?
• *Does everyone work together?
• *Is the staff building confidence?
• Do we properly assimilate new team members?

• Have we removed other work distractions from the staff?
• Have we minimized the use of people split between their "real job" and the 

project?

• Have we allowed for holidays and weekends?
• Can we handle personal emergencies?
• Are we overly dependent upon a single individual?
• Do we have a "war room" that allows for posting of information?
• Have we collocated staff when practical and possible?
• Have we facilitated the sharing of information electronically?
• Have we established templates, standards and guidelines that make work 

easier?

* Questions posed by the Standish Group's "Unfinished Voyages"
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Actions after
the project

ÖÖÖÖBusiness Case
ÖÖÖÖProject Sponsorship
ÖÖÖÖProject Environment
ÖÖÖÖERP Selection
ÖÖÖÖAS-IS & TO-BE models
ÖProject Organization
ÖEstablish Risk Mgmt
ÖRFP 

Before

ÖÖÖÖManage Scope
ÖÖÖÖRisk Assessment
ÖÖÖÖExecutive Oversight
ÖÖÖÖUser involvement
ÖÖÖÖClear Requirements
ÖÖÖÖPlanning
ÖÖÖÖManage Expectations
ÖÖÖÖSmall Milestones
ÖÖÖÖCompetent Staff
ÖÖÖÖOwnership
ÖVision & Objectives
ÖHard Working Staff

During
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Activities after the project
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Verify and Validate

• Verify that the contract requirements have 
been fulfilled
– Compare output if running parallel with legacy

– Audits and reviews

• Validate that the system meets the 
business needs
– Evaluate need for new modification
– Evaluate need for enhancements previously 

deferred
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Reward Team Members

• Do what you promised
• Do it publicly

• Do it in writing
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Keep Project Data

• Keep project data for at least 18 months
– Catch problems with year end processing

– Catch tax/payroll issues
– Catch other 'hidden' problems
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ÖÖÖÖManage Scope
ÖÖÖÖRisk Assessment
ÖÖÖÖExecutive Oversight
ÖÖÖÖUser involvement
ÖÖÖÖClear Requirements
ÖÖÖÖPlanning
ÖÖÖÖManage Expectations
ÖÖÖÖSmall Milestones
ÖÖÖÖCompetent Staff
ÖÖÖÖOwnership
ÖÖÖÖVision & Objectives

ÖÖÖÖBusiness Case
ÖÖÖÖProject Sponsorship
ÖÖÖÖProject Environment
ÖÖÖÖERP Selection
ÖÖÖÖAS-IS & TO-BE models
ÖProject Organization
ÖEstablish Risk Mgmt
ÖRFP 

Before

During

ÖÖÖÖ Verify & Validate
ÖÖÖÖReward Team members
ÖMaintain Backups

for 18 months

After
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Questions

?


