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S/4HANA is the latest generation of SAP ERP in a 53-year history that has produced
just five generations. As the flagship, S/4AHANA is the focus of most of SAP's
development efforts in cloud architecture, Al, analytics and sustainability and the
vehicle intended to carry SAP customers into the future. An S/AHANA migration
cannot be undertaken without a clear-eyed view of the entire process. Reading this
overview will help you understand the steps, benefits and challenges of this
technological leap before deciding whether to make the move. Click on the links for
detailed explanations of key terms and best practices.
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S/AHANA is the latest generation of SAP ERP in a 53-year history that has produced
just five generations. As the flagship, S/4AHANA is the focus of most of SAP's
development efforts in cloud architecture, Al, analytics and sustainability and the vehicle
intended to carry SAP customers into the future -- at least for the intermediate term.

There are lots of good reasons to move to SAP_S/4HANA. But perhaps the biggest
reason is the Dec. 31, 2027 deadline that SAP has given customers to move off their
old SAP ERP to S/4AHANA.

Numerous surveys indicate most SAP customers are convinced enough of the
benefits of an SAP S/4AHANA migration to be actively considering or planning one.
For its part, SAP claims double-digit annual growth rates for S/4HANA adoption and
revenue.

But research from Gartner reveals the push for S/4AHANA migration isn't going so
well. According to second-quarter 2024 figures, 63% of owners of S/4AHANA's
predecessor, SAP ERP Central Component (SAP_ECC), have not licensed
S/4AHANA. As each month passes, more SAP customers risk missing the deadline if
they don't act soon.
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Their reluctance is understandable. The hurdles are daunting. They include a huge
commitment of time and resources; significant technical, operational and financial
risks; and a general fear of exchanging the familiar for the unknown.

An S/AHANA migration cannot be undertaken without a clear-eyed view of the entire
process. Reading this overview will help you understand the steps, benefits and
challenges of this technological leap before deciding whether to make the move.
Click on the links for detailed explanations of key terms and best practices.

WHY MIGRATE TO SAP S/4HANA?

Before tackling the whys of S/4AHANA migration, it's important to define migration and
the focus of this guide. It is not about buying your first ERP. The term migration
usually refers to the process of completely replacing an existing ERP system and
moving data and business processes to the new platform or, alternatively, keeping
the old ERP and only moving certain things. Therefore, the questions in this guide
center around reasons to migrate, whether to do it and how. Those questions divide
further into practical issues of timing, which version of S/4AHANA to move to,
deployment options (cloud or on-premises), whether to undertake a whole or partial
migration and how to prepare the organization for massive change.
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When they were interviewed three years ago, practice leaders at major consulting
firms that are also SAP ERP implementation partners -- Deloitte, EY and IBM -- said
clients at the time were typically moving to S/4AHANA because their legacy systems
were no longer sustainable or because they wanted a more current ERP system that
gave them access to leading-edge technologies.

The technological upgrade from S/4HANA is, no doubt, substantial and remains a
major reason to adopt the platform. SAP calls S/4AHANA a complete rewrite of the
previous generation, Business Suite and its digital core, ECC -- to the tune of 400
million lines of program code -- designed to run exclusively on SAP's HANA in-
memory database. HANA makes S/4HANA run faster than Business Suite, which
usually runs on other vendors' databases, such as Oracle or IBM Db2.

S/4AHANA has a more modern Ul based on the SAP Fiori UX. It's also SAP's near-
exclusive platform for delivering new technologies, such as Al, machine learning,
advanced analytics and 10T, as well as tools to foster environmental sustainability.

Notwithstanding all that, the impending 2027 deadline has now become the major
reason to move to S/4HANA. That's the date SAP plans to end support of Business
Suite and ECC, along with their predecessor, R/3. Customers can extend
maintenance for three years for a 2% premium, but only if they commit to buying
S/4AHANA.
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In 2023, SAP announced a further incentive that is both carrot and stick. It would only
make the latest Al and sustainability advances available on S/4HANA Cloud through
its Rise with SAP implementation program, cutting even the on-premises S/4HANA
out of the innovation pipeline. Many customers were outraged, especially those that
had only recently moved to on-premises S/4AHANA.

~ S/4HANA lifts all boats

For enterprises in the throes of digitally transforming operations, pivoting to new
business models and entertaining a move to S/4HANA, SAP's ERP platform
can raise the performance levels of numerous business functions.

J Timely business model updates
Al Indoctrinating acquisitions to ERP
[ Ownership and maintenance cost controls
.’ Predictive analytics and insights

\I, Al modeling, outcomes and forecasts
1 Realktime reporting and accounting
. Asset monitoring and alerts

' Business tasks on mobile devices

. Business process automation
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WHAT ARE THE BENEFITS OF AN S/4HANA MIGRATION?

The list of potential SAP_S/4HANA benefits is extensive. Most derive from S/4AHANA's
roots in HANA, which speeds up queries and analytics on potentially large pools of
internal and external data. The common theme is speed.

The other big batch of potential benefits is enabled by the SaaS architecture of SAP
S/4HANA Cloud and close integration with the SAP Business Network and other
cloud-only technologies -- especially Al.

Other important advantages of both the cloud and on-premises versions of S/4AHANA
include the following:

. Real-time analytics on consolidated data.
. Speedier period-end financial closings.

. More accurate forecasting.

« Simpler Ul.

« Process automation.

. Easier-to-update business models.

The cloud versions add two key capabilities: access to the latest technology,
including Al, chatbots and 10T, and quarterly or semiannual updates.
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WHAT ARE COMMON MIGRATION CHALLENGES?

Surveys and case studies of the past five years have shown that the S/4AHANA move
often takes longer, costs more and requires more training than many people expect.
Other challenges include change management, dealing with customizations,
integrating legacy applications with S/4AHANA and educating people about its
benefits.

One of the toughest challenges is figuring out whether the platform has the ERP
functions the business needs. The task involves closely examining the features of the
S/4AHANA modules that align with the business -- say, procurement, supply chain
management and accounting -- and seeing if specific actions and workflows of the
existing ERP can be mapped to S/AHANA.

Organizations also typically struggle with integrating systems and moving vast
amounts of data. Legacy IT landscapes can be extremely complex, with a mix of on-
premises, SaaS and private cloud applications that must communicate and share
data with the new ERP. In fact, three-quarters of respondents to a 2024 survey for
the UK & Ireland SAP User Group named data management as the top S/4HANA
migration challenge. Similar percentages cited data duplication and siloing as
challenges, along with a lack of data skills.
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With S/I4AHANA, SAP started moving away from its longstanding model of ERP as a
sprawling, monolithic system that does almost everything a business needs.
S/4AHANA depends on other SAP or third-party applications for key business
functions that used to be included, such as HR and CRM, so it's important to
establish an integration layer and common data model to avoid isolating S/4AHANA
from other applications.

SAP users also often struggle to move forward without the customizations they've
grown accustomed to in their legacy ERP. The Business Technology Platform (BTP)
is the SAP-sanctioned preferred means of extending S/4HANA to gain a measure of
customization. BTP is the collection of cloud, analytics, Al, machine learning and
integration tools and platforms that give S/4AHANA much of its mojo.

BTP takes significant development resources, which means hiring or retraining staff
for BTP skills or using a consultant. In its 2024 report evaluating cloud ERP for
service-centric enterprises, Gartner cautioned that companies might find it
challenging to understand the impact of Al and BTP data and messaging needs on
S/4AHANA Cloud's total cost of ownership.
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CHOOSING AN S/AHANA DEPLOYMENT OPTION

There are now just three S/4AHANA versions, as SAP has worked in recent years to
cut the deployment choices roughly by half.

In the decade since S/4HANA's introduction, the on-premises version has gained
enough ERP modules to bring its capabilities nearly up to par with those of Business
Suite. S/IAHANA now has modules for all the major business functions, including
finance, sales and distribution, production planning, sourcing and procurement, and
supply chain management, among others.

Despite the near parity, the remaining differences between on-premises Business
Suite and on-premises S/4AHANA could be critical to some enterprises. Often, the
decision comes down to whether or not to exchange longstanding customizations for
the standardized processes, best practices, real-time analytics and leading-edge
technology that S/4HANA offers.
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DEPLOYMENT
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DEPLOYMENT
OPTIONS

FUNCTIONAL
SCOPE

CUSTOMIZABILITY

EXTENSIBILITY

INDUSTRY
SUPPORT

PRICING MODEL
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SAP S/4HANA versions

On-premises

On-premises or hosted by SAP
or public cloud hyperscaler

Full scope of traditional ERP
modules (limited HR, CRM)

Full

Full

All major industries

License (subscription for hosting)

Single-tenant SaaS

Public cloud hyperscaler
(AWS, Google Cloud, Microsoft
Azure, etc.) or SAP cloud

Full scope of traditional ERP
modules (limited HR, CRM)

Full

Full

All major industries

Subscription

JANUARY 2025

S/4HANA On-Premise S/4HANA Cloud Private Edition S/4HANA Cloud Public Edition

Multi-tenant SaaS

SAP cloud or public cloud
hyperscaler chosen by SAP

Financials; some sales, sourcing,
procurement, production
management, logistics

None; some configurability

Partial

Consumer products, discrete
manufacturing, energy and natural
resources, financial services,
public sector, service industries

Subscription
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Besides on-premises deployment, there are two S/4HANA Cloud options:

Public Edition. This S/4HANA Cloud version is more streamlined and
generic because it follows the multi-tenant SaaS model, which means
different customers share the same instance of the software, so it must
satisfy a broader range of needs. SAP delivers S/4AHANA Cloud Public
Edition from its own cloud or a public cloud of its choosing.

Private Edition. This S/4HANA Cloud version runs in single-tenant Saas,
So each customer gets its own instance of the software and has more control
over it, including some ability to customize and decide when to upgrade. It
provides all the business functions of on-premises S/4HANA, in contrast to
the more limited Public Edition, and it runs on SAP-operated infrastructure at
a public cloud provider, such as AWS, Google Cloud or Microsoft Azure, or
on SAP's cloud.

There are also deployment decisions to make for the on-premises version. Besides
running S/4HANA in an on-premises data center, the choices include hosting on
SAP's managed, private-cloud service or a public cloud hyperscaler. Outsourcing
relieves IT of having to manage the infrastructure but retains a measure of control.

SAP S/4AHANA MIGRATION APPROACHES

Organizations moving their ERP to S/4HANA can choose from three main
approaches that vary by how complete the migration process is.
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Greenfield. A greenfield deployment is a fresh start: a completely new ERP system
often running on new data center or cloud infrastructure. In some cases, it is an
organization's very first ERP, but it can also involve a move from another vendor's
ERP or an older SAP system. One significant drawback is the work required to
translate existing business processes into S/4AHANA's way of doing things. Moving
data from the old ERP and training employees on the new system are the other major
challenges. But this kind of wholesale move is usually the best way to get all of
S/4AHANA's advantages, such as predictive analytics, Al modeling, process
automation and real-time reporting.

Brownfield. Brownfield is the generic IT term for deploying new software systems
while continuing to use some legacy components. A common approach in an
S/4HANA migration is to start with the financial module, SAP_S/4HANA Finance, and
its integration platform, Central Finance, and put off the move to other modules.
Partial migration is feasible because accounting is a classic back-end process that
doesn't change much. Organizations can switch their accounting to a new ERP
system without disrupting the business, then move on to customer-facing front-end
processes, such as logistics and CRM.

The S/4HANA Finance-Central Finance move is just one type of brownfield
approach. The SAP greenfield vs. brownfield debate can help to frame the S/I4AHANA
migration discussion.
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Brownﬁeld Vs. greenfleld deployments

BROWNFIELD - Ak GREENFIELD

Build on to existing system I . Start with blank slate
Use existing technology and facilities Choose new technology and facilities
Go with previous builder’s or developer's approach Use your own ideas and approaches
Get started fast Take time to do upfront planning

May have lower costs, but not always Startup costs may be higher

Lower risk ‘ Higher risk
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Hybrid (bluefield). A middle ground between greenfield and brownfield, this
approach is meant to enable organizations to minimize disruptions from implementing
S/4AHANA while still getting its advantages. The old ERP is kept, and only the most
critical data gets moved.
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SAP S/4AHANA MIGRATION SERVICES

SAP aggressively promotes two major programs to help customers with their
S/4AHANA migrations.

RISE WITH SAP
Billed as "business transformation as a service," Rise with SAP is a bundle of

products and services SAP offers to help large enterprises migrate to S/IAHANA
Cloud Private Edition and the broader SAP cloud ecosystem on which it depends,
which includes the Ariba procurement network and Concur Travel & Expense, among
others.

Rise comes with a methodology that includes a structured framework, roadmap,
software tools and consulting from SAP experts. It also provides access to Build,
SAP's low-code/no-code application development platform.

Many of SAP's longstanding system integration and implementation partners handle
the consulting, development and integration in Rise with SAP, among them
Capgemini, Deloitte, EY, IBM and PwC. It's all done under a single contract meant to
simplify administration and coordination of the various platforms and vendors.

The consulting partners have their own methodologies and tools for SAP S/4AHANA
migration outside of Rise with SAP. They can automate testing of ERP software code
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to determine what can and should move to S/4HANA. They also offer prebuilt
industry configurations of S/4AHANA that can help S/4AHANA adopters put their legacy
ERPs behind them and facilitate moving to the next-generation ERP.

Pandora’s move to SAP S/4HANA Cloud

Jewelry maker Pandora is moving from a fragmented and outdated ERP landscape to SAP S/4HANA Cloud.
The planned two-year project is expected to deliver a modern ERP, but there will be challenges.

EXPECTED BENEFITS CHALLENGES

Data unification across function and processes Data migration strategy and data cleanliness

Change management and keeping users
informed and motivated

Operational simplification

Business process standardization

Budget discipline and avoiding feature creep
Improved customer experience

GROW WITH SAP
This service is designed to get SMBs that have opted for a greenfield deployment up

and running quickly on S/4AHANA Cloud Public Edition. It comes with preconfigured
industry best practices, embedded Al and access to Build. Grow targets companies
that can use software out of the box. It also works well in two-tier ERP, where a
company already runs ECC -- typically in headquarters -- and needs to extend its
SAP environment quickly to a new market or business unit.
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Rise and Grow both rely on BTP for S/I4HANA's extensibility. To solidify the process
and ease the transition to the cloud, in the early 2020s SAP began pushing the Clean
Core methodology.

With Clean Core, software extensions are kept separate from S/4AHANA. They
instead access SAP software objects through well-defined BTP interfaces so that
updates can't break the application. Extensions and customizations to on-premises
ECC are tangled up with the application itself, which is why it's hard to migrate
customized ERP systems to the cloud.

The core in Clean Core refers to the processes, data and integration that are integral
to the operation of S/4AHANA itself. Keeping the core clean means not modifying it in
any way, eliminating extensions that duplicate functions already in S/4HANA, and
writing interfaces that only use APIs officially released by SAP or tools in the BTP
and the SAP Integration Suite.

ALTERNATIVES TO S/4AHANA MIGRATION

S/4HANA isn't the only option for organizations with legacy SAP ERP systems that
have become outmoded and cost-prohibitive or companies that are anxious about the
2027 deadline. There are other ERP products to choose from, along with ways to
extend a system'’s life.
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BUSINESS BYDESIGN
If adopting multi-tenant SaaS ERP is the goal, or if S/4AHANA seems like a risky bet,

SAP offers another option: Business ByDesign. It's used by more than 16,000
midmarket customers — those with annual revenue under $1 billion and fewer than
1,000 employees, according to SAP, which continues to update the product and
publish a roadmap of planned improvements. Carefully comparing SAP _Business
ByDesign vs. S/IAHANA before committing to the latter, which is more complex and
expensive but also has more capabilities, can save time and money.

BUSINESS ONE
SAP sells another SMB-oriented ERP whose history at SAP dates all the way back

to 2002, when SAP bought an already six-year-old on-premises ERP and renamed
it Business One. Pitched as a more affordable, entry-level choice for small
businesses in the lower midmarket, it's the top-selling SAP ERP product, with
80,000 customers, according to the SAP. Business One is also customizable and
can be hosted in the cloud.

Regardless, it's hard to see why SMBs hoping to grow would migrate to Business
One from another SAP on-premises system or from Business ByDesign with its multi-
tenant SaaS scalability and easier access to the cloud-based technologies. Gartner
recommends watching the roadmaps for both products closely, however, as SAP has
signaled it will no longer augment them with the newest technologies so it can focus
innovation on S/4HANA.
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OTHER ERP VENDORS
SAP _S/4AHANA alternatives are worth a look if buying from SAP is not a priority.

Oracle Fusion Cloud ERP, the flagship of archrival Oracle, is among the leaders in
full-featured SaaS ERP; Gartner ranks it slightly ahead of S/4AHANA Cloud. Oracle's
other products include SaaS-based NetSuite, which targets SMBs, and the on-
premises JD Edwards, which has a large installed base in manufacturing and
remains a viable option.

Among other SaaS leaders, Workday makes it onto many buyers' shortlists, but it
focuses more narrowly on HR and financials and appeals more to service-oriented
companies. For product-oriented companies, Microsoft Dynamics 365, with its
comprehensive manufacturing and supply chain features, is a better cloud
alternative.

Other prominent brands, some of which continue to update on-premises manufacturing
and supply chain suites that rival SAP and Oracle products -- albeit while directing
most of their new investment to SaasS -- include Epicor, IFS, Infor and QAD.

SAP EXTENDED AND THIRD-PARTY MAINTENANCE
ECC owners can buy more time for their system through the end of 2030 with SAP

extended maintenance if they're willing to pay the 2% premium and commit to
S/AHANA.
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Several companies specialize in servicing SAP and Oracle systems after vendor
support runs out. Rimini Street and Spinnaker are prominent among those promising
to extend the life of SAP ECC and keep it current with technology by helping to write
extensions.

KEY STEPS AND CONSIDERATIONS FOR A SUCCESSFUL S/4AHANA MIGRATION

The choice of migration method usually comes up in the design phase of planning a
strategy and roadmap.

SAP and its consulting partners offer rigorous planning processes for analyzing the
factors that determine which migration method is best. It's often called phase zero
and aligns with the early stages of the Activate methodology that SAP offers to Rise
and Grow customers. The terminology varies, but here are the key steps:

. Evaluate the current system. Also called discovery or readiness
assessment, this involves assessing the existing ERP system, its data and
the business processes affected, often with statistics to quantify their
efficiency. SAP's Readiness Check tool can speed up the process. Licensing
and maintenance costs are also considered, and users can share their pain
points. IT takes an inventory of custom code and analyzes master data.
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. Review the architecture. Here, users determine how existing ERP modules
and business processes map to the available S/4AHANA modules and
deployment options, and then decide which ones to leave behind.

. Analyze the future state. In this step, customers can envision what the new
ERP should do based on requirements gathered from users, department
heads, executives and other stakeholders. They can also try to quantify the
benefits, such as cost savings from consolidating ERP systems or launching
an e-commerce business. The information feeds into the ERP business case,
which is usually one of the next steps.

Much of the initial evaluation phase focuses on data. The first major step is to
analyze the data in the current ERP and categorize it as hot (frequently used data
that should be stored in S/4HANA's in-memory database and migrated first); warm
(less frequently used but important data that can move to S/4HANA disk storage);
and cold (historical or rarely used data that can be archived). Next comes data
cleansing to fix errors in the data, such as duplication and nonstandard formatting.

SAP and its consulting partners make data management a central focus of their
S/4AHANA migration services and offer assistance, tools and methodologies expressly
for the purpose.
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CHOOSING AN S/4AHANA IMPLEMENTATION PARTNER

Dozens of implementation partners have long histories with SAP that predate
S/4AHANA by decades. Choosing the right one requires due diligence. Here's the
consensus advice from industry analysts and consultants:

Look for a strong selection of deployment methodologies, automated testing
and data migration tools.

Ask how many people will be assigned to the project and which ones will work
exclusively for you.

Check for SAP_S/4HANA certification, an indicator of actual experience with
S/4AHANA implementations.

Talk to references with similar projects, ideally in the same industry.

Ask what kind of support is available after the new system goes live and
whether it costs extra.

Insist on guarantees that the project won't be late or go over budget.

Close collaboration between your internal project team, SAP and its partner, all
working from a detailed roadmap, can go a long way toward ensuring a successful
S/4AHANA migration.
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