lEnterprise Software

(etting best value

Many companies face a
dilemma between ERP or
‘best of breed' software.
Taking a more business-
oriented approach makes
the choice easier, and
brings increased value from
the results, says David
Jacobs.
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THERE ARE A number of key
elements invelved in realising
business value from any
sizeable software project. And
when an enterprise approach is
involved, the importance of
these factors is magnified by
the broader business scope.

In such a case, ane vital
factor is the business process
re-engincering (BPR) aspect of
the project.

A recent report i Conrfter
Weekly on an [BM survey
concluded: “Most ERF
unplementations do not meet
the expected return on
mvestment because users make
the mistake of not
re-engineering their existing
Systems,

“They are trying to fir their
existng peocess maodels oneo
the ERP system. Only abowm
10% srarved with real business
process re-engineering and
evaluared a package thar best
fitted their business process.™

A TE-ENZINCETING CXCTCISe
should indeed precede such
software initiatives: and the
irmphication of this is a useful
place to start for those seeking
o improve business benefir on
any ENtETprise Systems project.

It is through re-engineering that
vou can identify the business’s
scope to derive operational and
Strategic IMprovemenrs, and
fashiom this into a business
change programme with a
supporting information
mitiative. At least, that is the
theary.

In pracntice this business-
information-software sequence
i5 often not followed, with
consequent impact on the final
rewwards.

Hewvever this s a nominal
sequence, and pracricalines in
many cases suggest a different
or phased order might be
appropriate.

BPR also has a reputation for
failing — mainly due to the chief
executive’s unwillingness ro
re-engineer themselves out of
the picrure (unless close to
retirement!} or the software's
mability to support the newly
designed processes.

Yer the fact is that significant
reengineering 15 regquired to
maximise the value of
information systems
implementations — if for no
ather reason than people’s jobs
will change, and they have o
be part of the new process,

Debate

The evidence over the last two
decades shows that the
productivity benefits of purely
automaring almost any businéss
process are debatable.

Michael Rose said in
Comprters, Managers and
Sactety in 1971 “Simple
clerical avromarion seldom
jusrifies ieself economically.”

MNearly 30 vears later, this
assertion is still uncomfortably
close 1o the bone. In fact it is
clear that near pure avtomation
can even be dangerous,
disrupting existing work
pracrices and cansing more
trouble than it is worth,

Companies must cngage in
some degree of creative, or at
least constructive, redesign of
their business processes in order
to avoid this ‘productivity rap’
and to capitalise on incoming
saftware,

In fact, the more progressive
pundirs of our eea assert that
the whole thing should now be
seen as a ‘business change
infnative, enabled by IT. Due
heed should be taken!

By now we all know thar ic is
a miyth that software
avtomarically brings improved
efficiency. Improvements in
business performance are
clearly catalysed through the
use of software and

mformation that in turn
supports the business goals.

Therefore, logically, no
informarion system can
contribute more to a business’s
performance than the
underlying business process and
strategy that it suppors, Of
course the informanon system
is still key in bringing abour
value; but things have o be
kept in perspective.

There s no mandaory
prescriprion for the whole
exercise bur an ideal nominal
sequence would be:
® Re-engineer the business for
MAXIMWm improvements on
required criteria,

@ Break the new process down
into key constiruents.

@ Assess how much each
constituent is expected 1o
contribure 1o the total
improvement and how resules
will be measured.

® Identify how information
will support the newly designed
business activitics.

® Instigare a search to identify
the most appropriate software
solunon, should one be
recpuiredl.

On the last point, note that
improvements in business
performance can often be made
throwgh near-pure business
restructuring, withour
upgrading the information
facilities, {No indictment of
software is intended, just a
sobering thought on the
realisation of business value,)

This sequence means che
whaole excrcise is driven
forwards and the business seays
in control of its desire to
improve,

Moving on, companies
should understand that it can
be dangerous to re-cngineer the
business according to a
software package written by
external software professionals,
however well versed they are in
the company’s business areas.



Also, assuming the BI'R
exercise has been properly
completed and the company 1s
now considering a packape
solution, it is worth bearing in
mind that similar businesses
will be using exactly the same
software — and therefore
re-engineering their processes to
match yours!

Of course, you can configure
the product differently, but be
careful with such an individoal
asser as your own business
processes. Bespoke software
and customisation can be costly
but it is worth thinking abour if
it supporrs your marker
differentiation,

1f vou choose your sofrware
= whether ERP or best of breed
- before re-engineering the
business, you are putting your
business’s integrity in the hands
of people you may not want to
control your commercial
destiny.

Your own business creativity
is what makes you different in
your market - so re-engineer

David Jacobs: the business objectives can become obscured as time goes by

YOUT OWI PrOCESSES,

During the pre and post-
selection gap analysis, beware
that hending the business to fit
the software might be
COMPEONUSIE YOUT most
valuable asset, The selution is
to keep a close eye throughour
on the relationship between a
furure business process, irs
likely bencfit, information
support and software provision,

It 15 also worth thinking
abour which business processes
are operational and which are
Mmore strategic.

It may not be so bad to use
the same software package as a
competitor for basic
operational processes — but
there will be others where your
marker differentiation comes
into play. This value should not
be jeopardised. In fact you
should be considering how to
maximise your market
differentiation!

Try to be aware of the power
that software can have over a
modern business, especially at

the enterprise level. Make sure
vou know exactly why you
want software and most
importantly what the new
business processes will do for
vour desired increases in
performance,

Understanding the detail of
fwhy' is a fundamental factor
obtaining value, Also ry o
carry the ‘why” through the
project, checking all the way
that what you are getring
suppores it. Objecrives can
become obscured as time goes
b

After vour business process
redesign, the aim should be ro
break the new processes down
inte components and form a
strong view on their potential
value o the business, as well as
how informartion might suppart
each one’s implementation.

Bear in mind that there isa
tendency to re-engineer
business processes at too high a
level, The re-engmeering and its
ensuing implementation should
be dane at a level of detail ‘to
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be useful”. Too high a level and
it will not be possible to
monitor specific aspects down
through the informarion
process, so thar the end result is
unpredictable.

Therefore the next facror in
ensuring maximum potential
for the re-engineered business is
o try to assess — by whatever
method you favour — the value
to be gained from each
proposed change i combined
business-people-compurer
activity,

This is key o setting the
goalposts and having the team
waorking effectively at scoring in
the real game, not just the
Warm up.

Value

Estimanng the potential value
from each component of vour
re-enginecred process does nor
have to be rocker science,

The idea is to ger a handle on
which components are most
important and to rank them in
order of expected value, This is
not oo dissimilar to budgering
in that it involves history,
creative thought and estimation
= althowgh this should be more
entertaming!

The point is thar by
attempting this, you gain an
insight into the strocrure and
likely rewards of the intended
lbusiness change and relared
information systems project,

It could be as simple as: “We
make 100 widgers a week = we
want to make 200, Auromated
manufacturing, inventory and
purchasing show they can
support this in our simulation;
improved informarion will be
p, g and r and the link berween
the twois a, band .

The poine is that you are
confident in the causaliry, check
your propositions along the
way and selecr {or ar least
finalise) the software on the
basis of this knowledge,

The next part of the ‘value’
exercise is to identify how
mmproved informaton might
support the proposed business
process changes.

Again, the new information
processes have to support the
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. Enterprise Software

Appoint a
‘benefits
policeman’

to the team

32 CONSPECTUS FEERUARY 2000

desired components of the
re-engineered busmess or little
significant value is likely to be
realised.

Stowell and West commented
in their book Client-Led Design
thar the kev to software value
realisation is to conceive a
notional system that connecrs
the desired new business
processes with the informanion
and software that supports it.

This 15 good advice. Keeping
the *logical” system separate in
the team's thinking from the
‘physical” system throughout
the gap analysis will yield high
dividends in werms of project
productivity.

In gther words, oy not o
mix physical) software and
dara comeepts with conceprual
information and (logical)
process. If you find this
abstruse, then find somebody
who can inculeate the concept
and explain its benefits,

The ‘logicalisation’ process is
a fundament of the analyst's
toolbox in SSADM and maost
structured design methods -
and not withour good reason,
A number of software vendors’
own implementation methods
do not emphasise the concept
and vou need it to help
maintain your business’s
*functional objectiviry’,

OF course, running new
husiness processes will be
difficulr, if not impossible, prior
to the implementation phase of
the project!

Therefore, if working with
imaginary business processes
and formanen flows seems
tricky, bear in mind thae any
part of the process evaluation
exercise can use a modelled or
simulated approach.

If vou cannot predict
approximarely how changed
business process and improved
informartion flow might help
your business objectives, you
are not in control.

Selection

Once you know which new
processes show most potential
and how information is likely
to suppaort them, vou can take
your priorities list and start to

assess software solutions
against the yardstick.

Whatever the relative cost of
the software solutions under
consideration it should be
easier to weigh up their pros
and cons once vou have a list
of desired functions and know
approsamately how much each
is likely to contribure 1o the
improvement of future business
performance,

Onee all the functional
considerations have been
satisfied, the selection process
can focus on the fic with vour
required rechnical
environment. As long as you
keep the nominal decision
process to ‘functional before
techrical” vou will have the
best chance of achteving end
user value.

Some organisations start
enthusiastically re-engineering
but then do not track the
results through to the software
selecoion and deployment =
thus losing much of the
originally idenofied benefit,

It is essennal to measure
performance by carefully
sclecred indicarors all the way
through: and remember, value
realisation starts (not ends) on
go-live day!

Team composition

If you are looking for
consultants to help in the early
stages, veer towards those who
can link business strategy with
information rather than pure
sofrware capability. As
mentioned above, if the
strategy is not right, no
amount of sofrware
funcrionality is likely to help
and might even damage the
business.

If youa can, seck consulcancs
with experience of business
strategy and information as
well as software concepts. Such
professionals can be helpful in
crossing the bridge berween the
initial predominantly husiness
and mformartion-based exercize
to the consequent conceprual
business systerms design and
final software solution,

Also remember suppliers’
consultants can only maintain

soo much objectivity.

Finally, sclf-evident as it may
seemt, make sure vou have a
*henefits policeman’ high up in
the project hierarchy!

Vialue

In summary, you need a good
undersranding of desired
Lusiness processes and their
relationship to required
business performance, in order
o derive value from an
enterpeise software project.

This means identifying
tangible business value on the
one hand, and the information
needed to make it happen on
the other. This relationship
must be understood before any
software is considered.

If you do not have a grasp of
this, how can vou be sure the
new information process will
support the new business
process (which in turn suppores
the desired business ohjecrives)
ler alone whether the phyvsical
software supports the desired
new information provess?

Theretore try, if you can, to
re-enginect the usiness,
quantify the component values,
then look for software support,

If you do, you may well find
choosing ERE, best of breed or
bespake systems a lot easier —
because vou will have a
potential value gain to ser
against the cost of the proposed
mcoming software.

If you cannot follow this
sequence then at least employ
nominal thinking to give your
praject the best chance of
having the key elements
waorking to the same goals,

Finally, bear in mind that
while placing sufficient
emphasis on the re-engineering,
phase is crucial to the quality of
the end resulr, it does not
guarantee 1 good result on its
own: it simply sets up a fiem
foundanon.
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