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The underlying theme of this paper

is - the value proposition for S/AHANA
Cloud seems desirable, but are you clear
on how it will deliver business value for
your organisation, and whether the steps
required to achieve this value are realistic?

In other words, does the business case
for S/AHANA Cloud stack up?
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1. When to develop your business case

The business case for S/4HANA Cloud is typically
developed during the Discovery phase. SAP’s
Discovery Assessment is a fantastic tool to
understand high level scope, processes, level of “fit”,
integration API's and solution landscape. These are
key data points for the business case. On Deloitte
engagements we typically conduct Discovery
Assessements as part of a holistic “Phase Zero” that
helps organisations understand the solution, define
their strategy, build their roadmap and establish
their business case.

In addition, our experience shows that further
refreshing the business case after Explore phase
is highly beneficial. At this point, a number of
high level assumptions made during Discovery
will either be proven or disproved. This is a short
investment of time - potentially just 3 to 4 days
if done efficiently - which could support key
decisions such as short-term funding allocations

for Realise phase and long term financial planning.

Costs of delivery, in particular business resource
costs, will be more clearly understood in the
Explore phase. The significance of change to the
target operating model, roles, headcount and
skills should be identified at this point. The extent

of change required in the application ecosystem
to adopt the S/4AHANA Cloud data model and
API's should have been captured. The functional
solution gaps in the business backlog should
have been impact assessed at this point. Even the
impacts to the IT function and the IT operating
model should be better known.

As an example - we have recently engaged with

a mid-sized European high tech organisation

that is working with another firm to deliver their
S/AHANA Cloud solution. Initial assumptions made
in the Discovery phase for billing and currency
requirements provided to be insufficient, and the
required S/4AHANA Cloud functionality would only
be available in the release just before cutover. Our
discussions with this organisation highlighted the
risk premium that should now be attached to the
original business case.

Refreshing the business case after the Explore
phase can be accelerated because so much input
information is known at this point. We have found
this a very valuable exercise, and would strongly
recommend taking this step even if delivery
timeframes are tight. The long term rewards far
outweigh the short term impact to schedule.




2. Our recommended contributors

Client Sponsor
This is the person who champions the solution and
the business case. They will set direction, align the

team, provides leadership and manage escalations.

They should also be the Product Owner.

Project Controller

Their insights into business plans is so valuable.
Aligning the business case to long range financial
plans, departmental budgets and competing
priorities from day one helps a lot.

Project PMO

The PMO is the glue that holds everything
together. The PMO will support data gathering
activities, open doors to key stakeholders, align
the business case to delivery plans and own
monitoring of performance.

Cloud Solution Experts

Understanding the functional and technical
solution is key because it is markedly different
from on premise. The upgrade roadmap is
also a crucial factor into the timing of specific
benefit realisation.

Client Business Process Leads

These are functional experts who understand
current business processes, current challenges
and future opportunities that cloud unlocks.
Their ownership of the business case is essential.

Client IT Leads

They can share valuable intel on the current
technical / architectural challenges and
opportunity areas. Their estimation of the change
to other applications in the ecosystem, or links to
external vendors and customers, is essential.

External SMEs

The presence of outside experts to challenge
and validate the business case can be great

for providing perspective and realism. Their
experience, data points and benchmarks provide
a good frame of reference.

We strongly believe in a business case that

is customer-led and Deloitte-supported.

The ownership, sponsorship and support this
can create amongst decision makers is absolutely
crucial for eventual success.




3. What to include in the business case

This is a story of two parts. There are certain
elements we would advocate including in every
SAP business case, regardless of whether the
solution is on premise or cloud, and other

elements that are specific to the Cloud product.

The following should feature in every S/AHANA
business case:

Investment acceptance criteria
Clear guidelines on the expected Net Present
Value (NPV), Internal Rate of Return (IRR) and

payback period - using a realistic cost of capital.

Where relevant, an opportunity cost or risk
premium as well.

Costs of the programme
Typical cost categories would include:

* Any one off fees or charges
* Project resources
* Consultancy or external resources

* Legacy application decommissioning

Benefits of the programme

We strongly advocate using a methodology

that starts with holistic programme objectives,
translates this into benefit drivers, then quantifies
the benefit. Where useful, benchmark data can
support benefits thinking. Tools such as SAP Value
Lifecycle Manager (VLM) or our own business case
framework are great accelerators in this regard.

Timing of costs and benefits realisation

This not only provides an accurate view of cash
flows, but also illustrates a good understanding of
how quickly or slowly the programme will actually
transform the business.




4. Additional considerations for S/AHANA Cloud

The volume of business change required to embed S/4HANA Cloud into the
organisation can have a big impact on initial benefits. Benefits realisation
should be pegged to the pace of business change rather than the pace of
technology delivery. The cloud platform provides the capability to go fast,

but the organisation can only go at the speed at which it can absorb change.
Therefore it cannot be assumed that a company will be ready-to-go as soon as
the technology is installed.

Further, Cloud is a long term investment creating a platform for future growth
and innovation - which outweighs any initial benefit. We have seen at least two
instances in the UK and Europe where the deciding factor for S/AHANA Cloud was
unquantifiable - mitigation of audit risk, innovation opportunities in the cloud
platform, or a better fit to the organisational culture.

Additional cost considerations for S/4HANA Cloud:

* Recurring S/4AHANA Cloud subscription fees

* Product Owner and business backfill resources for those onboarded to the
programme full time

* Business resources for data cleansing, extraction and transformation
* Specialist expertise (e.g. Indirect Tax, Treasury)

* Integration and orchestration of multiple cloud platforms for seamless UX

* SAP Cloud Platform development skills for side by side extensions
* Non-SAP development resources for connected applications / middleware

* Re-training or upskilling of the IT function

For IT, S/4AHANA Cloud opens up significant opportunities for TCO
reduction by delivering:

¢ Elimination of in-house SAP infrastructure
* Reduction of technical resources (Basis and Development resources)

* Reduced application support effort

For the business, S/4HANA Cloud is often the vehicle for digital
transformation:

* Removal of process complexity or failures from customisations

* Access to automation and standardisation, powered by clean data

* Standardisation of the data model at source

* Ability to capitalise on innovations such as Al, Machine Learning and RPA

* Access to new functionality with every release

Quantifying this digital transformation is the essence of the Cloud
business case.




S/4HANA Cloud Business Case Framework

Functional scope of the implementation
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Industry Specific Solutions
Bring S/4AHANA Cloud together with Kinetic Enterprise microservices
using SAP Industry Cloud to create end-to-end industry specific solutions

Extensions in SAP Cloud Platform
Create an ecosystem of apps, services and capabilities that allow the
business to optimise processes, innovate readily, and pivot rapidly

Embedded Analytics and Reporting
Use the digital platform, intelligent apps & technologies to

Business value

drive new levels of automation, efficiency, service and growth @
S/4HANA Cloud with Clean ERP principles
End to end process standardisation built on a '””O‘tfj‘lﬁt?”
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Only included cost of S/AHANA
Cloud licenses and subscription
payments, not all costs to deliver
the project.

Assumed aggressive revenue
growth (>50% over 5 years)
as the basis for modelling
future benefits.

Did not consider the time value
of money or the opportunity
cost of foregoing other
relevant investments.

Deloitte approach

Return to ‘What have early
adopters showed us’




Results

Client challenge
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Deloitte approach

Return to ‘What have early
adopters showed us’



SAP Activate Methodology

Prepare

Project preparation

Self-enablement

D

Public Cloud

Initial system

Explore

Release and sprint plan

Configuration values

Gap closure

Solution validation

Realise

Configuration

Walkthrough

Data migration

Organisation
preparation

Return to:
Building your own S/4HANA
Cloud business case

Return to:
Case study - Results
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