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How broader industry shifts
create new opportunities




Key Takeaways

SAP customers are navigating a fundamental shift in how ERP systems are delivered and
controlled. Our research of 455 organizations reveals that while SAP pushes toward cloud
subscriptions with prescribed timelines, customers are discovering they have more strategic
options than they might think.

« Policy volatility and messaging issues have created significant unrest
Following a continuous stream of announcements and subsequent adjustments, only 17%
fully understand SAP's latest migration policies and deadlines, while 84% express some level
of concern about current messaging. This uncertainty hampers strategic planning, but is
also encouraging customers to explore alternative ways forward.

« The foundational S/4HANA proposition requires hard work to prove
95% say making a positive ROI case for S/4HANA takes significant effort or is genuinely
difficult. While 69% acknowledge SAP's innovation focus, most remain in "wait and see” mode
about whether theoretical benefits translate to real-world impact.

« Saas is generally accepted, but SAP's version raises legitimate concerns
77% support cloud principles but have reservations about SAP's specific approach,
particularly in relation to potential vendor lock-in and ability to manage costs. Over 90% are
concerned about escalating and unpredictable subscription costs over time.

« Innovation now comes from everywhere, not just SAP
78% of all respondents expect to leverage advances from multiple vendors to innovate in
and around ERP. This reflects increasing comfort among SAP customers to incorporate best-
of-breed solutions into their environment rather than relying on a single vendor. ECC-only
customers take this a step further, with 29% no longer looking to SAP for innovation at all.

« Composable architectures unlock strategic flexibility
83% see the value or potential of composable approaches in relation to faster access to
emerging tech like Al, while 94% recognize the freedom to select the best solution for each
need. In practice this is about building around a stable SAP core with whatever works best.

« Third-party support creates breathing room
94% see significant value in extending system life when it makes business sense, with 80%
citing cost benefits. More importantly, 79% value the independence from migration pressure,
allowing them to move when ready rather than when pushed.

 Alternative approaches deliver real performance gains
Organizations using composable architectures with third-party support achieve above-
average performance 83% of the time versus 27% for traditional approaches. This
corroborates the notion that progressive strategies are primarily about achieving better
business outcomes.

« The future is more diverse than SAP's roadmap suggests
49% won't be running S/4HANA in the cloud even five years out, with 23% staying with on-
premises ECC. This isn't resistance to progress - it's recognition that different businesses
need different solutions, and one-size-fits-all rarely fits anyone perfectly.
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Why this research,

and why now?

When an imposed challenge surfaces a strategic opportunity

If your organization is like most others, you're constantly juggling multiple technology-
dependent initiatives. Growth plans, operational improvements, product innovations and new
business models - they all hinge on getting your technology foundations right. But what
happens when a critical vendor changes the rules unilaterally?

‘ , “ECC has been
That's exactly what's happened to SAP customers. After decades of reliable. but we
having near full control over their ERP systems, they're being pushed feel bO);ed in by

toward cloud subscriptions with what many consider to be onerous

deadlines and restrictions. Many initially felt blindsided, and remain SAP’s roadmap.

in limbo today as they work out how to respond. Senior IT Leader, Retail
But there’s a real opportunity wrapped up in this
‘ challenge. While SAP creates pressure, broader

technology shifts are opening up new strategic
Reality check... possibilities. Mode_rn integration platforms qnd
composable architectures have made multi-vendor
innovation strategies easier than ever. What was
once a complex integration is now widely regarded

Technology vendors are often
driven by their own business

interests and investor N o6 standard proctioe.
expectotions, so it's critical to
set your own agenda. Forward-thinkers are therefore using this moment to

chart their own course toward competitive
advantage. Against this background, now is the time
to make sure you know the options open to you.

About the research

This report draws on input from 455 SAP customers - a mix of senior IT, application and business
professionals involved in ERP-related strategy and planning (see Appendix A for
demographics). The central theme of the research was SAP migration, but our approach went
beyond immediate tactical decisions to explore how macro-shifts in the technology landscape
are creating new strategic opportunities for SAP customers.

Topics covered include:
« Customer perceptions of SAP's migration policies and offerings, and issues arising.
« Broader industry developments that enable alternatives to SAP's prescribed roadmaps.

« Insights to help you plot your own course in line with your business priorities.
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Introduction

Whose system is it anyway?

For decades, ERP implementation followed a ‘
simple pattern. You defined requirements,

selected software, then worked with partners to Historically... o
configure and customize the core system to After significant customization
meet your specific needs. and integration, customers

naturally viewed their ERP
environment as “theirs” - even
though the vendor retained IP

The end result? What started as generic software
notionally became your ERP system - unique to
your organization, under your control, upgraded
on your timeline and aligned with your priorities. of the underlying package.

But SAP is challenging this model. Like many

enterprise software vendors, it's pushing hard

towards Software as a Service (Saas). The goal is
moving existing customers to cloud-based deployments

where SAP controls the entire technology stack and ‘Given our highly

customers pay via subscription. customized ECC
landscape, we are opting

This fundamentally changes the ownership dynamic. for continuity and control

Instead of controlling when and how you upgrade, you're over SAP’s disruptive

now on SAP's schedule. Instead of perpetual licenses, you're cloud-first agenda.”

paying ongoing subscriptions. Instead of having full control
over the way you customize and integrate, you're working
within SAP's constraints.

Business Exec, Utilities Sector

SAP’s Basic Proposition

Traditional ERP model Software as a Service

Perpetual software license with a separate Comprehensive subscription contract
maintenance contract. Customer provides covering access to core software running in
the underlying infrastructure layer and the cloud, plus management and support of
manages the entire technology stack the underlying systems environment
SAP = Supplier * SAP = Owner
Customer = Owner Customer = Tenant
Upgrade cadence and timing Upgrade cadence and timing
controlled by the customer controlled by SAP

For many customers, especially those with larger, more complex environments, this feels like
losing control of systems that are critical to daily operations. The tension isn't just about
technology - given how fundamentally SAP is likely to be embedded into your business
infrastructure, it's about who gets to decide your organization's digital future.
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Chasing a moving target

Policy volatility and customer comms confusion

If you've been following SAP's
migration announcements
over the past few years, you've
probably noticed the constant
stream of adjustments.
Extended deadlines, various
packaging options, transition
programs for complex

estates - SAP appears to

have made efforts to

respond to customer
concerns.

The trouble is, each new
announcement has created
fresh confusion rather than
clarity, especially when SAP’s
focus is always on the
positives, with the constraints,
challenges and other
implications relegated to the
fine print.

Only 17%

say they are fully
confident in their
understanding of
SAP’s latest policies
and deadlines

Headline messages can be misleading;

Migration policies often seem to benefit

We often hear criticisms of SAP’s policies and
messaging around migration options. Do you
think these frequently heard sentiments are fair?

45%
39%

SAP migration policies and messages
are often confusing

you need to read the fine print

Messages focus too much on benefits,
downplaying the challenges

16%
42%
42%

SAP more than its customers

Migration policies can’t be trusted for
long as SAP keeps changing them

55%

No

SAP can no longer be trusted to deliver
solutions that align with our priorities

B Yes

You might be thinking this sounds familiar. Many customers tell
us it's like chasing a moving target. Just when they think they
understand their options, SAP announces another program or
shifts another deadline. At least that's the way they feel.

Partially Not sure

Some think this is down to SAP being reluctant to concede too
much at a time to stay on track with its own business
objectives, e.g. to increase customer dependency, expand its
level of control and
maximize annuity revenue.
Others say it's SAP truly
underestimating the
genuine problems many

“Frequent shifts in strategy
create uncertainty for
large-scale users.”

customers have in complying with the prescribed Senior Business Leader, Services

roadmap to S/4HANA in the cloud. In reality it's probably a

bit of both. Either way, the result has been a landscape of overlapping programs and evolving
policies that makes strategic planning extremely difficult, especially for ECC customers with
larger and more complex installations - though many on-premises S/4HANA users are also
facing migration deadlines.

So against this backdrop of uncertainty, how are customers feeling about their options?
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Current sentiment

Impact of migration policy and messaging issues

When we asked customers to share additional thoughts about SAP's policies and messaging,
the sentiment analysis reveals the true scale of SAP’'s communication challenge.

While 16% express purely positive views, nearly three-quarters fall into the "mixed responses’
category - typically acknowledging SAP's technical strengths while expressing frustration with
execution and customer alignment.

OPEN QUESTION:

Is there anything you would like to add to your positive
responses relating to SAP policies

and messaging, or say in

defense of SAP? s\'—_NT\MENT
Strong advocacy
: 16%
Negot\\le .
Mixed responses Purely positive sentiments
73% expressed
Primqrily critical Both positive and negative
'"% sentiments expressed "SAP gives us reliable data,

helps meet regulations,
and lets us process things
in real time all crucial for
modern banking."

Only critical or skeptical
sentiments expressed

"SAP modules are great for
data consistency, but
getting them up and

“A problem with SAP is that running often takes m:Jch “SAP has empowered us to
their support can be rigid and longer than expected. work more efficiently and
unresponsive, leaving transparently, driving

organizations feeling
stranded with critical issues.”

innovation and supporting

“SAP's innovation in cloud
our global growth.”

infrastructure and data
management is valuable,
"We need clearer, more but the approach needs to
consistent communication be more customer centric.”
from SAP, as policy shifts and
licensing changes often add
complexity and uncertainty.”

Quotes shown are to give a
flavor of the feedback received
in each segment

The “Primarily critical” group highlights the existence of a
relatively small but significant cohort of customers that seem
generally unhappy with SAP overall.

But sentiment is just one factor when making migration are bothered by
decisions - even frustrated customers need solid business SAP’s actions to one
reasons to change course. So what's the actual business case degree or another

for migrating from ECC to S/4HANA, and how does SAP's Saas
proposition stack up?
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ECC versus S[4HANA

The business case challenge

When considering SAP's
migration propositions, it's
important to distinguish
between the application
software itself (ECC versus
S/4HANA) and the delivery
model (on-premises versus
cloud with subscription

pricing).

Does S/4HANA offer significant benefits
over ECC in the following ways?

Greater focus for innovation by SAP 69% 31%
Better real-time capabilities 44%

Database performance 47%

Easier systems administration

Overall future-proofing 59%

Enhanced end-user experience 66%
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If we start with perceptions
of S/4HANA, advantages in
technical areas like better
real-time capabilities and
improved database performance are recognized by over half of respondents. Yet, the picture
overall is quite mixed. Many, for example, appreciate SAP’s innovation focus on this latest
generation of its software, though paradoxically, don't always see this as translating to overall
future proofing. One reason for this is probably that
‘ they don't regard all innovations to be relevant to
them. However, another factor is undoubtedly that
S/4HANA has increasingly become associated with
SAP’s Saas offerings. This in turn raises the question of
potential lock-in and the problem of conditional
access to advanced functionality (such as Al).

Better overall cost-efficiency

B vYes

Possibly [l No

promise vs reality...

Many S/4HANA benefits
remain theoretical for
most customers, with even
current users often unable
to confirm that
advantages translate to
real-world impact.

How easy is it to make a positive
ROI case for migrating from
ECC to S/4HANA?

Easy

5%
Put this together with the substantial number 0

of customers responding “possibly” across all
benefit areas, plus the cost, disruption and
risk of major migration projects, and it's
unsurprising that many say you need to work
hard to make a positive ROI-based business
case for S/4HANA.

We'll pick this up later in the report. In the
meantime let’'s move on to the case for SAP’s
Saas proposition.
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31%

Making the
case for

S/4HANA
Takes

some effort
64%



SAP’s Saas proposition

When principle meets practice

77%

Organizations today are generally comfortable with cloud and
subscription models, and after years of e.xperience,. most hovg are OK with Saas in
learned valuable lessons about economics, sovereignty and risk

rinciple but have
management. They know it's a trade off. P P

reservations about
When it comes to SAP’s Saas offering, the perceived benefits align SAP's approach
with Saas solutions in general, but the concerns tell a different

story. The challenge isn't Saas as a concept per se, it's how SAP has
applied subscription terms typically used for simpler solutions to complex ERP environments.

How would you rate the benefits or potential benefits of the
S/4HANA based Saas/subscription model?

Reduced IT management burden and maintenance overhead [IIEZINNETN 12%
Access to latest innovations without major upgrade projects [RIA 46% 26%

22% 44% 29%
20% 53% 27%

Potentially lower infrastructure costs through economies of scale REZRRNEE 44%

Shift from large capital expenditure to operational expenditure
Enhanced scalability to meet changing business requirements

Single vendor responsibility for the entire stack RZRRIEAS 4%

M 5 - Huge benefit forus M 4 3 2 1 - Not a benefit for us

How would you rate these concerns?

Escalating and unpredictable subscription costs over time  [IIENYE0N 7%
Vendor lock-in reducing future flexibility and options 2%

Reduced control over update timing and implementation 51% 20%

Limited customization options for specific business needs
Loss of control over your strategic technology roadmap
Data sovereignty and regulatory compliance challenges

Bs5- Huge concern for us M4 3 2 1 - Not a concern for us

These results speak for themselves and underline the
92% perceived mismatch between a quite restrictive
commercial and delivery model, and the complex,

L . customized and integrated nature of ERP.
highlight escalating

and unpredictable That said, SaaS-based S/4HANA can be a good option
subscription costs as for greenfield sites, migration of less complex systems or
a significant concern in situations where you are deliberately trying to simplify

your environment - provided, of course, that you are
comfortable with the SAP subscription terms.
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Focus on business priorities

Getting back to your innovation and growth agenda

The more you get into debating how to
navigate through a single vendor's actions  Are any of the following a particular priority

and policies, the bigger the danger of for your organization right now?

losing sight of what really matters to

your organization. After all, solutions Investment in technology

like ERP are just a means to an end, not Growth and expansion

an end in their own right. Operational transformation
Product and service innovation

Before continuing, it's useful to remind ~ Development of new business models

ourselves of the overarching priorities Major cost reduction S

that shape most strategic business

agendas. With these priorities in mind, many customers clearly value SAP's innovation efforts.
But others caution that the company is not moving quickly enough in some of the areas most
important to them, with ECC customers sometimes feeling left behind.

“Innovation “While SAP is still a
seems to la key part of our
“We generally prefer . g yp
. . . behind market technology stack,
innovating outside . .
” needs, forcing its pace of change
of the ERP core.
o ‘ customers to seek often does not keep
SAP Specialist, Manufacturing external solutions.” up with the rapidly
Senior IT Leadler, Services shifting customer
expectations and
Perhaps the most significant retail innovation
finding in this area is the matter-of-fact way most pressures we face.”

customers acknowledge that SAP is not the only game in
town when it comes to innovating in and around ERP.

In the next three years, where will most meaningful
ERP-related innovation come from? o

Senior IT Leader, Retail

All respondents %
of ECC-only
ECC-only customers 29% customers no
Users of both ECC & S/4 5% longer look to

S/4-only customers SAP for innovation

B sapP SAP and other vendors Other vendors

This shift reflects a broader understanding that innovation opportunities exist across the
technology ecosystem. The question then becomes how you tap into this broader innovation
landscape while maintaining the stability and integration your business depends on.
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Introducing the

composable approach

A fundamental change in how we view ERP systems

Building on the notion of innovation coming from multiple ;
sources, an architectural shift that's already well-

established in other areas of IT is now very relevant to SAP ERP generatl'Ons---
customers. It's called “composable,” and it's already hic, through
starting to impact the world of ERP. From monolithic,

modular to composoble -
Now you might be wondering how this composable the evolution of ERP
approach actually works in practice. The shift represents continues to the next

an evolution from the monolithic ERP systems of the past

. . . chitectural era.
to more flexible, interconnected architectures. elr

Here's what's changed - while early ERP systems were

designed as unified environments (one database, one vendor, one massive system), today's
architectures embrace service-oriented approaches that make integration with external
components much more straightforward.

The broader IT world has already made
Tools and platforms that enable this shift as standard practice. Modern
the composable approach APIs, integration platforms and workflow
orchestration tools make it routine to
blend best-of-breed components while
delivering seamless user experiences.

Modern APIs Cloud-Native
& Integration Services

Platforms

Among these enabling technologies,
agentic Al is receiving particular executive
attention, and is causing much
excitement in tech circles.

Microservices
Architecture

Workflow
Orchestration

Composable
Architecture

But composable architecture isn't just

about preparing for Al agents - it's about
creating foundations that let you choose
the best solution for each business need.

Low-Code/
No-Code
Platforms

Real-Time Data
Streaming

Traditional Agentic Al
Al & Machine & Intelligent
Learning Agents

“We recognize that
composable could give us
an edge in innovation-
heavy segments.”

Business Exec, Manufacturing

But what do customers actually think about the benefits of this approach? While the technology
foundations are clearly maturing, the real test is whether organizations see genuine value in
adopting composable architectures for their ERP environments.
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The composable advantage

A closer look at the benefits

When we look more closely at the open composable approach, it's clear that the benefits
resonate well with SAP customers across a range of important areas.

Based on what you know or have heard, how much do these potential
benefits of the open composable approach resonate with you?

Freedom to select best-in-class solutions for each business need 59% % 6%
Avoiding vendor lock-in for new capabilities 15%
Ability to adopt emerging technologies like Al more quickly 7%

Building competitive advantage through unique combinations % 46% 22%
Flexibility to switch providers as better options emerge % 52% 22%
Only paying for what you actually need and use % 60% 16%

M 5 - Totally resonates M 4 3 2 1 - Doesn't resonate at all

In some cases the approach represents a notional antidote to some of the the concerns raised
by many when evaluating SAP’s SaaS model, e.g. vendor lock-in, lack of control over the pace of
innovation (whether you want to go faster or slower) and avoiding excessive costs.

It also provides a workaround to SAP’s restrictive

“We prefer open composable policies such as withholding access to Al if you

[architecture] as it lets us deploy are not on a subscription contract. This is
emerging tech like GenAl without especially relevant to customers who wish to
sacrificing control or flexibility.” adopt Al, but retain their ECC perpetual licenses.

Senior IT Leader, Services Sector

“We're choosing open

However, the composable approach is also seen composable [architectures]
as delivering value in its own right, which is in for advanced analytics and loT
line with the drivers for adoption seen in IT more integrations, while extending
broadly. Sometimes it's a case of getting faster ECC support on core modules.”

access to emerging

technologies when
SAP is not moving

quickly enough. On other occasions it means adopting a third-

See composable party alternative when the SAP option doesn’'t meet your needs or
as a way to get is implemented in a way that doesn’t work for you.

Senior SAP Specialist, Manufacturing

faster access to

. But once you start down the composable route, the question then
emerging

: becomes how do you implement safely in mission-critical ERP
technologies contexts? This is where third-party support services come in that
can operate across vendor and system boundaries.
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The role of third-party

support services

Enabling composable architectures safely

While modern IT architectures make it straightforward to compose systems from multiple
sources, you still need to avoid operational chaos when issues arise. How do you ensure
someone takes ownership if things go wrong across vendor boundaries?

This challenge is being addressed through specialized support providers who build deep
knowledge of your environment and can work across different systems and vendors.

Open composable Customized cross-
architecture NATURAL SYNERGY vendor support

Leverages advances in APIs,
integration platforms, workflow
orchestration and agentic Al to blend
best-of-breed components and build
rich, seamless user experiences

Leverages third-party support and
maintenance services to avoid
fragmented and ambiguous
responsibilities, and finger-pointing
between original vendors

Third-party support providers have established a proven history in delivering comprehensive
support to ERP customers - often to extend the life of older customized systems. They already
have the necessary skills and experience to allow composable approaches to be used safely in
mission-critical ERP contexts.

‘ Coming back to the innovation theme, if
- ; igrating your ECC environment to S/4HANA
rection... migra : _ _
Resource redi ) - delivers only marginal business benefit, why not
The ability to avoid or defe redirect those resources to innovations that
core system upgl’ddes repregent. greater strot.egic. value? .Some
larly valuable question if you're considering moving your
ct those on-premises S/4HANA system to the cloud.

ions with

becomes particu
when you can redire
resources to innovat

greater business impact. “Rather than a disruptive
move, we're evolving our SAP
landscape through selective
upgrades and third-party

Many SAP customers are already using or exploring
support.”

these options as complementary enablers of a
multi-vendor innovation strategy, with the added Senior IT Leader, Services Industry
benefit of reducing overall dependency on SAP.

On that note, while third-party support services are valuable for enabling composable
approaches, their benefits extend far beyond this single use case.
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Third-party support benefits

beyond the composable model

A highly versatile solution

So far in this report, we've been considering third-party
support services as an innovation enabler alongside the ‘
open composable approach. However, it's important to

remember that such services have been used for decades

. ) Reminder...
by many SAP customers wanting an alternative to standard ) upport
SAP support and maintenance contracts. Third-party supp
services have been
A common motivation has historically been to extend the well-proven over

life of older SAP systems to avoid or defer upgrades, but
taking advantage of a more inclusive set of services

(compared to standard vendor support) and looking for R —

cost efficiencies have also been traditional drivers.

many years of use.

Based on what you know or have heard, how much do these potential
benefits of third-party support services for SAP resonate with you?

Extending your SAP system life beyond official support deadlines 49% % 5%

Keeping customizations without expensive reimplementation 48% % 7%
Independence from SAP's migration timelines and pressure 19%
Potentially substantial annual support cost savings % 54% 19%

Support tailored to your specific system and needs % 60% 15%

Freeing budget for innovation in other areas % 52% 24%

B 5 - Totally resonates [l 4 3 2 1 - Doesn't resonate at all

490/ On a specific point, one of the biggest challenges with
o established SAP systems is the degree to which most of them

have been enhanced, modified or extended. The right partner

See the ability to will include the code
extend the life of underpinning To what degree have your SAP
existing systems as a customizations and systems been customized?
huge benefit integrations within -

44%

their contracts and
(another 45% view it as

significant) S!‘AS_’ removing da
significant ongoing 6%
headache, especially S—
with older systems. Significantly ~ Moderately Minimally
“With third-party support, The bottom line is that tailored third-party support can
we avoid false timelines not only help to optimize day-to-day ops, but can also
and keep full control over provide a level of freedom and flexibility that can be
our SAP environment.” exploited in many different ways, while reducing your

Senior IT Leader, Retail dependency on SAP.
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Do progressive delivery

approaches work?

Assessing the impact

_ _ Adoption of progressive approaches
While adoption levels of open composable

architectures and third-party support

remain relatively modest, both are gaining

momentum as organizations seek greater

flexibility and control. But do these 19% 22%

. . o,
5ro‘gresswe dellvgry approaches octuglly Just use open 9% NUStilse
eliver better business outcomes? To find Use .
out, we developed a performance ColiResene both Lallisgl 1
scorecard based on how well current SAP approdch stippon
environments meet business needs
across key operational areas, then
segmented respondents based on their
overall average scores. 50% currently use neither

How well does your current ERP environment

meet your needs in the following areas?
Segmenting the sample based

Core functionality 46% 49% 5% on delivery against needs
Security and compliance 28% 55% 17%
Service level to the business [IE 56% 7% | Divide respondents Those scoring
User experience BED i s [ into two equal-sized Above average
i groups based on Those scoring
Cost-efficient operations a0% | average scores Below average

Analysis and reporting a%
Openness and flexibility sa% I

M 5-Vverywel M 4 3 [ 2 M 1- Very poorly

The correlation that emerged is striking. Organizations using both approaches report above-
average performance 83% of the time, compared to just 27% for those using neither. Even single
approaches show marked improvement. While many factors affect performance, this
alignment is probably no coincidence.

Adoption of progressive approaches aligns

with delivery against business needs
(o]
Users of both approaches 7%

of organizations using both Users of third-party-support 18%
open composable and third- Users of open composable 45%
party support are achieving Neither approach used 73%

above average performance
[ Above average delivery against needs

Below average delivery against needs
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The realities of larger and

more complex estates

There’s no one size fits all

The reality is that ERP estates are a lot messier than SAP’s standard roadmaps sometimes seem
to acknowledge. Most organizations run multiple instances across different business units, with
varying levels of complexity and customization. In many cases, they may also have a mix of SAP
generations and versions in place, spread across various data centers, hosting platforms and
cloud services.

This isn't poor planning - it's pragmatic
recognition that different parts of the business

How many SAP instances do have different needs, risk tolerances, and

you have in production? migration priorities and objectives.
37%
29% Where do your SAP systems run?
20%
40%
" - 6% 35%
] — — 14%
One 25 6-10 1-20 2-50 >50 9% 5
— R _>
All Mostly  Equal mix Mostly in Allin
The upshot is that it rarely makes sense on-prem on-prem the cloud  the cloud

for you to consider moving your whole _ _ . .
SAP tate to th desti ti Note: ‘On-premises’ was defined as meaning any infrastructure
estate to the same destination over that you control, e.g. in your own data center or in a privately

the same timescale, and certainly not in hosted environment.
a “big bang” style.
What's the rough split between

At a minimum, you're generally

looking at a phased ogprooch that ECCand SI4HANA?

sequences migrations based on 28% 28% 04%

business priorities, technical . . 13% .

complexity and available resources. 7%
] —

“To manage risk and cost, AIECC  Mostly ECC Equalmix MostlyS/4  AllS/4
we’re evaluating a gradual

S/4HANA transition, supported

by a hybrid model and selective ;
integration of third-party
solutions.” You don’t need permission...

Senior SAP Specialist, Utilities/Telco e pel’feCtly Iegitimote and

practiccﬂ to leave large,

complex and critical ECC
are for now

This could mean that you move smaller,

simpler SAP instances onto a SaaS model
quickly, but leave larger, more complex systems as they ‘
instances where they are, supported by while you evaluate options.
third-party services.
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Decision-making practicalities

Beyond core product and service characteristics

Our discussion so far has mostly been concerned with the shape and attributes of the various
solutions and approaches available to customers. However, when assessing migration options
and possible roadmaps, a range of other important factors need to be considered as follows:

Direct license Implementation Hidden costs, from
subscription and time and resource data quality to staff
trade-in costs requirements re-training

Vendor lock-in Rising costs for

and future cost of Assessing options skills as deadlines
switching and I’OCIdepS approach

Over 95% of study participants agreed that all of
these considerations were important or desirable to
consider when making assessments and decisions

Ability to predict
and control costs
over time

Knowledge/skills
retention and
succession planning

Impact and risk Opportunity cost Maintaining

of transformation of delaying other harmony with SAP
and disruption initiatives and stakeholders

Most of what we see here will likely already be familiar to you if you've been working in and
around SAP systems for a while. One item worth calling out, though, is the need to maintain
harmony among your internal stakeholders and with SAP, which is particularly important if you
intend to deviate from SAP standard policies and prescribed roadmaps.

From an internal perspective, it's critical that senior executives are fully on board with your
plans. They not only need a clear understanding of the rationale behind your proposed
roadmap, they also need to be aware of the implications. An example here might be having to
forego full access to certain advanced features tied to

subscription contracts. The last thing you need is a ‘ \
persuasive SAP account manager exploiting partial . ]
knowledge to create a fear of missing out in the minds of Think ahead. ) ]
key decision-makers. consider how SAP’'s |

future actions might |

Of course, the impact of SAP policies around access to
: : gffect those who have |

innovations may be zero or minimal if you go down the the poth" |
open composable route with third-party support. But ustrayed from the | ‘
you need to consider what SAP might do down the line to and plan accordingly- ‘

entice customers into SaaS arrangements that may /’/’/

intentionally or otherwise disadvantage you.

When it comes to maintaining harmony with SAP, this is especially important if you are adopting
a hybrid approach. A common strategy among those with larger, more complex estates is to
make migration decisions on an instance-by-instance basis as previously discussed. In
addition, there may be new requirements down the line for which SaaS makes sense.
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Looking to the future

So what’'s the outlook?

Predicting the future in this whole area is very difficult. ‘ \‘
Migrations will always involve a level of cost and disruption. . ‘
ck... |

For any particular SAP instance, a judgment call needs to Reality che . \‘
be made on whether the likely incremental value will cross It simply isn't pOSSIble |
the th.reshold nggded to move a large SAP \‘

“We're using a steady to deliver a positive estate that quiCkW- w‘

evolution approach to avoid RO Thisinturn |

. . . . /
disruption, while prepping depends on the
for a longer term transition.” approach you take,
) e.g. the degree to which you will leverage SAP vs third-

SAP Specialist, Transport & Logistics party innovations.

Zoom out to your overall estate, and with each instance subject to a different set of drivers and
constraints, you could legitimately argue that asking customers where they anticipate being in
5 years time is an unfair question. But we asked anyway as we wanted to get a feel for peoples’
instincts based on what they know today. We're glad we did as the responses are actually
extremely revealing.

While there's a general Which of the following best describes where you
direction of travel expect your SAP environment to be in 5 years?

towards S/4HANA in the
cloud, only half of our
respondents say they will 8% 51%

have made this journey 5 ECC in the cloud S/4HANA in the cloud
years from now. And
that's without breaking
this out by which SAP
program or other model
they might be using - a
topic we avoided given ECC on-premises S/4HANA on-premises
the already complex and
volatile landscape of
options. shift to latest generation of software

However, against the backdrop of SAP’s migration policies,
49% it's telling that 23% say they will still be running ECC on-
premises in 5 years. These organizations will clearly not be

standing still over the next half-decade, so will likely be
turning to third-parties to advance their ERP systems. This is

Move to the cloud

23% 14%

anticipate that in 5

years time, they will still consistent with the finding noted earlier that many ECC-
NOT be running only customers have already stopped looking to SAP for
S/4HANA in the cloud innovation. It also corroborates the role of open

composable strategies and third-party support.
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Final thoughts

A familiar set of moves and maneuvers

The perennial dance between SAP and its customers around upgrades and migrations is
nothing new. SAP invests heavily in R&D and wants to see its users benefit from this. Then there's
the practical reality from the software vendor perspective that maintaining too many older
releases gets expensive and diverts resources from creating better solutions.

Customers, meanwhile, have traditionally been reluctant to tamper with mission-critical
systems. The "if it ain't broke, don't fix it" mantra has dominated - understandably so given the
time, cost, effort and inevitable risk involved. Historically, customers migrated when some other
event provided the impetus, like a major transformation program or M&A deal. Every few years,
individual customers would re-align with SAP for a while, then the dance would start over.

But this time feels different ‘ |

\
In recent years, we've been witnessing something more New rules... “
fundamental than a software upgrade debate. At the SAP is proposing a \

center of this latest dance - or perhaps “duel” - is a
reshaping of the relationship between vendor and
customer around ownership and control.

fundamental shake-up |

of the traditional |
ownership and control
The irony is how many customers have found this model. |
situation quite liberating. If you're being pressured to take
an action that's undesirable or totally impractical, you

might as well explore other options. And that's exactly what's happening. Rather than switching
ERP vendors - there's little appetite for that - SAP customers are finding pragmatic ways to
innovate while maintaining ownership and control.

Removing the friction from the business-first approach

Bringing everything we have discussed together, the overarching takeaway from this research
is that customers today have more ways than ever before to fight back against technology
vendors trying to hijack their business agenda. The vast universe of best-of-breed solutions,

‘ established enablers of open composable
architecture and tailored third-party support
A clear opportunit)’m sgr\{ices can signiﬁcantly boost your fregdom. The
o friction, cost and risk of composing multi-vendor
Many orgdn'ZGt'O”S ol solutions have been drastically reduced. It's now
discovering they can safer and easier to put your own business objectives
redirect resources from and priorities first without compromise.

unwcmtf%d mlgrdtlonztt:r The mindset that comes with this is already normal

innovations with gre in the context of IT in general, and we hope this

strategic value. research encourages even more SAP customers to
——  start thinking in this way in relation to ERP.
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make better-informed investment decisions.
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Rimini Street, Inc. (Nasdag: RMNI), a Russell 2000© Company, is a global provider of end-to-end
enterprise software support, management and innovation solutions and the leading third-party
support provider for Oracle, SAP and VMware software.

Our comprehensive portfolio of unified solutions help run, manage, support, customize,
configure, connect, protect, monitor, and optimize enterprise application, database and
technology software, enabling our clients to achieve better business outcomes, significantly
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investments.

For more information, please visit: www.riministreet.com
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Appendix A

The insights presented in this report are based on input gathered from 455 respondents during
interactive conversations over the telephone or via web conference. Interviewees were
predominantly CIOs, senior IT level roles, SAP specialists and business managers/execs.

Respondents were drawn from medium and large mainstream enterprises operating across a
range of industry sectors. Geographies included the United States, Canada, United Kingdom,
France, Germany, Brazil, Mexico, Japan, South Korea, Australia and New Zealand.

Freeform Dynamics was responsible for survey design, data collection and analysis, together
with results interpretation and the reporting of study findings.

Our thanks go to Rimini Street for sponsoring this research, and to all of the participants who
generously contributed their time, knowledge and insights to make this study possible.

Demographics
Country Industry
United States 22% Manufacturing 15%
Canada Retail
United Kingdom Transport [ Logistics
Germany i Professional services
France Financial services
Brazil Utilities / Telecoms
Mexico Service provider
Japan
South Korea
Australia / NZ 9% Role
CIO CTO IT Director Head of IT
Organization Size Other senior IT role
10000 plus employees = SAP Solution Architect
. SAP Programme Manager
Gt Tl e Other senior SAP specialist B
500 to 2500 employees Business Manager or Executive 14%
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