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1. INTRODUCTION

Enterprise IT today is facing a number of challenges while scaling up. Businesses
have to be as digital as possible and need to have a global presence, while at the
same time keep their processes standardized. Also, enterprise IT has to enable
business through innovation, manage projects and business requests with
higher flexibility, speed, and efficiency. IT organizations also have to manage

a high number of service providers while maintaining security, owing to the
heterogeneous system landscape.

One of the most significant challenges is the rising demand for SAP S/4AHANA
transformation, that can be quite daunting for many enterprises. Enterprise IT
now has to manage anincreasing number of applications and services, such as
fragmentation and cloud, and also cope up with the complexity of the S/4AHANA
transformation.

Thisdocument outlines the driving factors for S/4AHANA transformation, and
describes the objectives, possible entry point and the possible path of the
outstanding S/4AHANA transformation.
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External Drivers

« Digitization

« Industry 4.0(X.0)

« Newinnovative business models

« New IT architecture(cloud)

« Integration loT

- Artificialintelligence (Al)

« High sequence of new functionsin
S/4HANA

IT organizations may have direct requirements
toreplace the existing SAPECC systemtoanew
S/4HANA platform. Drawinginference fromthe
general challenges mentioned earlier, multiple

SAP HANA Platform S/4HANA,

C/4HANA

Issues

» Newrequirements and methodology of
retainedinternal IT organization

« Last ERPimplementation experience
« Transformation risk

» Long project duration for new template
(>1year)

Figure 1: Drivers and issues of S/4HANA transformation
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2. DRIVERS OF THE SAP S/4HANA
TRANSFORMATION

externaland/orinternaldrivers(with different
focusand weighting)influence the S/4HANA
transformation path and the derived timeline.

Internal Drivers
- Ending ECC Support 2027/2030

« Nonew functionsin ECC

« Growing difference between ECC
and S/4HANA

« Eroded ECC system
« OQutdated IT organization

» High operations and maintenance
cost




5. CHALLENGES OF REQUIRED SAP S/4HANA
TRANSFORMATION

The weighting and evaluation of the respective
drivers depends on the specificinitial situation
ortherespective strategic cornerstones of your

company. Derived from thisand from

corresponding organizational topics, the

following central questions arise within the

subjectareas of:

1. TIME, RISK, AND COST

Whenistheright timetostartthe
S/4HANA transformation?

Hasthe new SAPHANA portfolio already
reachedanappropriate maturity level?

Are thevarious transformation paths
and tools mature enough to be used?

2. AUTOMATION AND INNOVATION

Which areas(line of business, i.e. LoB)
canbeidentified asinnovation potentials
forthe new S/4HANA solution?

How canbusiness be supported with
innovative topicsas part of the
digitizationstrategy?

« Howcanareliabletargetarchitecture for
the S/4HANA"Digital Core"be developed
tosuit specificcompany requirements?

« Whichrolesandfunctionalities coverthe
best-of-breed software productsand
cloud solutions from other software
providers?

« Howcancentralsecurity aspects be
consideredatanearly stage?
CHANGE MANAGEMENT

« Howcanthebusinessbe made
responsible atan early stage?

« Whichmeasuresandwaysare necessary
tolowerthe burden of the business as
much as possible with the S/4
transformation?

« Howisitpossibletotransferthe existing
IT organizationinto the new S/4 HANA

world?

« Howtoensure paralleloperations while
the projectisrunning?
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Strategy

Designandestablishan T
strategyand design
principalsbased onthe
business strategy

Assessinventory of current
weaknesses, innovation
potential, determine IT
process maturity leveland
field-of-actions withinthe
following topics:

« ITarchitecture

« Businessprocesses &
applications

« Serviceprocesses&IT
governance

Determine digital
transformationroadmap

4. YOUR SAP S/4HANA PATH - DESIGN AND
TRANSFORMATION

Based onthe existing challengesofan|T
organization, itisimportant to actively deal with
the S/4HANA transformationatanearly stage.

situation, itisadvisable to defineaclustered
time schedule with different levels of details and
startthe processimmediately.

Depending on the customer-specificinitial

Awareness

Verify available IT and ERP
strategy

Demonstrate S/4AHANA
Nagarro Model Company
(NMC®)

Runandanalyze S/4AHANA
Readiness Checkand SAP
Pathfinderresults

Evaluate existing IT
organization & IT governance

Evaluate possible benefits
andinnovation of possible
S/4HANA transformation
path(Greenfield, Brownfield,
Hybrid)

Plan next Roadmap phase

Figure 2: S/4 HANA design and transformation cluster
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Roadmap Transformation

Finalize project organization
and governance

Define project governance
and methodology

Finalize IT and ERP strategy,
and guiding principals

Establishchange
management

Defineinfrastructure and
platformarchitecture

Approve implementation,
wave strategy androllout
plan

Plan & prototype S/4HANA
transformationapproach Project transformation

launch

« Executetechnical
checks(Custom code,
test migration)

Datacleansinglegacy
system

« NagarroModel Company
(NMC)- Proof-of-
concept(PoC)for
identification of fit-gap,
back-to-standard
processesand possible
innovations

Datamigration planand test
conversion

Processinnovationand
implementation

Test preparation
Estimate effort, risksand

transformation cost .
Preparationand transferto

operations(technology, IT

Define transformation organization)

roadmap(Greenfield,
Brownfield, Hybrid)

Nagarro'sadvancedactivate methodology shownin
Figure 2 enablesdecisionsforthe best transformation
pathandanearlyindividual risk assessment of a
S/4HANA project.



Business
enablement

by legal and
geographical
consideration
and innovation

Support integration vertical end-to-end business processes (e.g. Service Business)

Flexibility in vertical (business, market, product) differentiating processes

_—|I—

Flexible implementation of new business cases based on new digital possibilities (e.g. [oT-, Big Data, Al-Scenarios)

4.1. Strategy

Most organizationsalready have their enterprise
andIT strategiesinplace. Therefore, thisfirst
workshop seriesisoptionaland can be updated
overalready existingand established results.

Support beside today business model also new global business models (e.g. Digitalization)

Theresults should be used forlater phasesto
determine guiding principlesand the S/4AHANA
architecture of the new S/4HANA landscape.

Harmonized Master Data for sellable objects (Products, Software, Paas, Saas, Service)+ for financials partner, project, HR —'—‘—

Always easy reuse of standards (e.g. master data, corporate standards, corporate interfaces)

Architecture ensures global service availability and operations

IT process
and platform
architecture

Support a layered and modular architecture

Support user centered and role base working

Security first (Information Security, Identity & Access Mgmt., Compliance rules)

Cloud first

Standardization and centralization if possible (Homogeneous technology & automation)

Main ERP processes defined inside global digital S/4HANA core platform

All non-core processes movement into "Best-of-Breed cloud solutions"

Efficiency

Figure 3: An example of guiding principles and the assessment of the principals.

Figure 3 liststhe capability approach - this
approach provides aguideline on the target
state of the business template and a probable
SAP template. The fundamental question of the
capabilityapproachis:“What does the business

_—vl—

Qverall cost for operations and maintenance

want todo?” Identification of the capabilitiesand
theirevaluationindicates the areaswhere
investments generate additional value. An T
solutionlike S/4HANA fulfills the requirement of
suchacapability.
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Figure 4: An example of a capability heatmap

Figure 4 givesanoverview about all the required
capabilitiesand theirrelevance for the company
indifferentdimensions, like standardization
potential or strategic differentiation. These
resultsindicate deep dive analysisfora potential
prototype andtherelevancein potentially
non-standard solutions.

4.2. Awareness

As pertheresultsavailable fromITand ERP
strategy, some workshopshave been conducted
todefine targetsand benefits, and to establish
transparencyinthe different transformation
options(Greenfield, Brownfield and Hybrid).
Theseinclude the evaluation of the existing IT
organization,implementationand analysis of
some technical SAP verification tools(like
Readiness Checkand optional SAP Pathfinder)
andthedemonstration and benefit-evaluation of
Nagarro Model Company(NMC®©).

SAP Readiness Check
The SAPreadiness checkfocusesonidentifying

thetechnicalimplementation prerequisitesand
requirements for possible S/4HANA conversion.
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Training Programming

Process
Application Programming
Training

Inventory Mgmt. Reverse Logistics Subcontracting

Legend Target Maturity

Standardization 4
potential 4 High
3

Core capability Medim

Strategic
differentiator

Capability for

deep dive
analysis

The customerreceivesthefirstresultsondata
usage and used configuration(customized)of
existing developmentand production systems.
Thischeckprovidesdetailedresultsinthe
following areas:

« Functional: Simplificationlist, business
processanalysis

« Infrastructure & Data: S/4 HANA
database sizingand datavolume

« Usability: Recommended Fioriapps

« Operations: Add-on compatibilityand
indicative custom code impact

SAP Innovation and Optimization
Pathfinder

The(optional)SAP Innovation and Optimization
Pathfinderfocuses on providing functional
businessinnovationandthe corresponding
value from the new SAP solution. The customer
receives customized guidance and
recommendationsinits Line of Business(LoB),
forexample, finance, sales, supply chain, etc.
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process documentation on business level, based on SAP Solution Manager

Demonstration of Nagarro Model Company
(NMC®)

NMC® isaunique end-to-end business-and
IT-solutiontemplate, based on 25 years of digital
ERP core processandtechnology experience.
Its objectiveistocreate abaseline withinthe
manufacturingindustry to capture weak points,
improvement potentials, automation
possibilities, and potentialinnovations by
prefabricated business stories(not directly, but
through partial technical IT functions and
features).

Thisprocessprovidesthe following advantages:
« Immediate businessacceptance
through the usage of businesslanguage

and customer master data

« Createstransparency thatexpedites
decision making

« Simple and fastidentification of
“fit to standard”

« Actualidentification of businessvalue
(and not IT feature optimization)

« Limited workshop effort with business
and|T services

« Firstreliable effortand cost estimate for
optimizations

Evaluating an existing IT organization

Theretained IT organizationand the required
transformation to the new technology should be
evaluated while also ensuring that the
operations of the existing landscape remain
stable.

Basedonthedifferent workshopresults, the
customerreceivestherequiredtransparency
andtransformation options of the next phase,
i.e.the Roadmap phase. The external effort of
the Awareness phaseisapproximately 10-15 WD.
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IT Infrastructure &
Architecture

Technical Analyization
& Fit-Gap

Awareness &
Roadmap Phase

Guiding Principals

4.3. Roadmap

The Roadmap phase comprisesdefining the
future S/4HANAIT infrastructure/architecture,
the technical evaluation/testing of the existing
SAPECClandscape transformation, and the
proof-of-concept(PoC)of the business
processes by the Nagarro Model Company
(NMC®).

Brownfield

On-Fremise

!

SAF Innovation
% Optimization
Pathfinder

!

—————+ FTYS/AHANA

Conversion

-

SAP Readyness
chech

———

=

DB Migration
Suite on HANA

— -
o ) 5-? ¥ 4

Data Migration Custom Code

Figure 6: Path and activities of the Awareness and Roadmap Phase

Infrastructure and platformarchitecture

Basedonthedefinedand verified guiding
principlesand strategic guidelines, the
customer needsto evaluate how many
productive SAP S/4HANA systems are needed or
how manyare usefulin future(On Premise,

Architecture

The objective of this phaseistoget clarity about
thefitting transformation path, the business
case, and therelated cost of the Transformation
phase.

Greenfield

]
Bn Y

On-Premise Cloud

-
\Igll llgp

Fit-Gap by NMC Fit-Gap by NMC

-

E- 7'S/4 HANA E S/4 H{NNA = )

Back-to-standard, Innovation potentials

-
2 @) B¢

Innovations  Conversion Effort  Timeline TCO

Private Cloud, Public cloud). In addition to the
geographicaland market-specificrequirements,
the aspects of flexibility (for example,
development of new markets), required
performance/availability, standardizationand IT
(initialand operational costs)are considered and
evaluated.

L | |
o
ET7's/4 HANA Terr
/\\-\ | mu /\‘\ :I-“ /‘\_\ ..-“
(1 T\ (L O I /\\\
ET7's/4HANA : EX7'S/4HANA o BT /4 HANA . Subsidaries

Figure 7: An example of SAP S/4HANA 2-tier architecture (Source: SAP®)
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Customcode checkand test data
migration

a) Customcodecheck

Custom code check provides different out-of-
the box SAP best practices with different
objectivesandresults. Thishelpsinapplying the
following solutions:

- ABAP CallMonitor(SCMON/SUSG): Appliedin
ordertoidentify the actualusage of your
custom code inclusive automatic aggregation.
Asaconsequence, the code that needsto be
converted canbe determined.

« SOLMonitor(SQLM): Appliedinorderto
identify the most used business processes
and transactions by verifying the database
executiontime.

+ SAPReadiness Checkfor SAP S/4HANA:
Appliedinordertocheckthe customcode
through the Custom Code Analyser feature.
This feature provides technical
incompatibilities and functionality thatis not
recommended for the new S/4HANA platform.

« SAP SolutionManager(CCLM-Custom Code
Lifecycle Manager): Appliedin orderto
combine all custom code analysis tools and
resultstoderive the best measurements and
actions.

The hybrid path to your new SAP S/4HANA landscape

b)  Testdatamigration

Incongruence with the guiding principles, we
must also define the meaning of relevant data
migration objects, especially the business
criticality of some of the required historical
transaction data(for example, Production/
Service BoM). During this phase, itis
recommended that we migrate some master
dataobjectsand some selective open
transaction data. This will contain somerelevant
initial master data objects(e.g. material master,
BoMetc.)and selective open transactional data
like open purchase order oropenitems by using
migration tools such as SAP S4/HANA Migration
Cockpit.

Proof-of-concept(PoC)and Nagarro Model
Company(NMC®)

Thanksto the Nagarro Model Company(NMC®)
template, the customer canredesignbusiness
processeswith auseful combination of business
storiesacrossthedifferent Lines of Business
(LoB)and S/4HANA standard functionalities with
specific customer data. Through this
combination, the customer willachieveasmart
proof-of-concept(PoC)approach with maximum
possible businessacceptance.

Customer Nagarro Model Company Customer b;oc::el Company Customer
Landscape Template (PoC) Transformation
Fit-to-Standard &
Business process h mpnfggpar ggggg
NME:Data dascrlption = e Customer Analyzation Identification ™
Eistorhoards Process Innovation & | > > D )
Innovation & User Ownership r_'/i I Simplification
Simplification experience + L E' %*
Headquarter 88% e:a 8

Eﬁﬂ

Service
Center

Sales
Subsidiary

2

Plant
Subsidiary

Customer Data

Confi-
guration

Existing custom

g &

Sales
Subsidiary

=

Plant
Subsidiary

Service
Center

Figure 8: Customer transformation via the Nagarro Model Company (NMC®)
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Basedonthe PoC template, differentand limited
fit-gap workshopsanalyze the functionality of
standard processeswithinyourcompany. The
goalistoidentify newrequirements, visible
innovations and functional back-to-standard
elements. Asaconsequence, the possible effort
andrisksforidentified gaps, innovationsand
back-to-standard processes canbe evaluated
and determined.

The optimal transformation path is determined
as perthe combination of exclusive technical
S/4HANAtransformations optionsandthe
business processrelated PoC results. For
example, the combination of technical migration
from SAPECC to S/4HANA and the redesign of
theidentified processesof lacks or
optimization/innovation aspects.

Effort, risks, and transformation cost
estimate

Asaresult of theinfrastructure and platform
design, some technical analysisand the PoC
results(through the Nagarro Model Company),
the customerisable to define the relevant
activitiesand the transformation scenario for
the next transformation phase. Concurrently,
technicaland business process-relevant
aspectsarealsoanalysedindetail. This
determinesthe effort, relevantriskandthe
actual definition of expected transformation
costinrelationtothe TCOand business case.

Selective

Relevant

4.4. Transformation
Through the output of the Roadmap phase, itis
possibletodetermine the fitting transformation
methodology and sequence with their
corresponding agile project management
methodologies. The transformationincludes
general project managementaspectssuchas:

« Projectorganizationandgovernance

- Change management

« Projectschedulingbasedonresults of
the Roadmap phase

and, typical operative activities like:
» Systemlandscape sizing
« Masterdatamigration
« Transactional datamigration
« Historical datamigration

« Developmenttransformationand new
development

« Interfaceadoption
. Testmanagement(functional, user

acceptance, datamigrationand
integration test)

Data Transactional data
w custom code Q custom code -
‘ECC identification transformation & Migration s Conversion
/”‘—--q‘~\\
TTYS/AHANA & A
" Process & s
s ek ) Teinng oo
) nstallation Pooe el ¥ Live preparation
‘ B N, ‘
Cloud, On-Premise v\ =
- 4 /
w5/4 HANA &5 Customer Fit-to-Standard Process T Process I—T—I
g 4 5 PoC = Master Fit-Gap adaption mmm documentation TP
(o] Data

4

Transformation
9 months

Strategy, Awareness Roadmap

2 months 3 months

Figure 9: Example of “Hybrid” S/4HANA transformation approach
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5. CONCLUSION

With growing challenges of existing IT organizations and requirements for the S/4AHANA
transformation, building an SAP S/4HANA strategy is crucial. Nagarro's SAP S/4HANA
transformation approach is designed to facilitate digital transformation for sustainable
growthinasmartand efficient manner.

You can surely accelerate the transformation of your existing SAP ERP platform to SAP
S/4HANA. Begin with a few workshops to define targets, benefits, and transparency of
transformation options(Greenfield, Brownfield, Hybrid), define the guiding principles,
technical transformation prototyping and verify any possible back-to-standard and
innovation potentials driven by the Nagarro Model Company (NMC©). Based on the
combination of technical S/4HANA transformation options and the identified business
process improvements, the transformation roadmap is created, eventually leading to its
successfulimplementation.
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