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Technology’s role in a time of 
market uncertainty
For many executives, SAP S/4HANA® has become an almost inescapable topic of conversation, 
particularly within the oil, gas, and chemicals (OG&C) sector, where a predominance of the world’s 
companies use SAP. And it’s easy to see why this has become such a hot topic.

First, there is the announced 2027 sunset deadline for phasing out support of the legacy SAP ECC 
platform, essentially creating a hard deadline for companies to complete their transitions (which, 
technically speaking, may be closer to a full ERP reimplementation than an upgrade). Second, and perhaps 
more importantly, OG&C leaders are in the midst of one of the most dynamic periods in the industry’s 
history, one that is marked by demand shocks and extreme price volatility in the near term and by 
climate change and the approach of peak oil on the horizon. And embedded within that macroeconomic 
context are individual OG&C organizations searching for digital solutions to drive operating efficiency and 
increase the long-term viability of their businesses.

Yet, despite the central importance of digital to these organizations, many OG&C executives are still 
ill-equipped in their understanding of the principal technology that drives most of their businesses 
(i.e., their ERP platform).  Perhaps it’s because many of them are still haunted by past ERP upgrades—a 
process that probably spanned many years (if not decades) and likely cost hundreds of millions in fees 
and lost productivity. Or perhaps it’s because they’re not certain why it even matters (taking the view, “if 
it isn’t broken, why am I trying to fix it?”). Regardless of the underlying rationale, though, it is important for 
all OG&C leaders to be well-versed not only in what SAP S/4HANA is, but also in what its business case 
could be for their organization.

So we thought we’d tackle a few of the basics, in as nontechnical a way as possible, over the course of  
two papers:

1.  SAP S/4HANA basics and its value potential: What is the SAP S/4HANA platform, and how is it 
different from my existing ERP? What value can I expect to be unlocked by moving or transitioning?

2.  How to think about starting the SAP S/4HANA journey: Is there a “most efficient” path (financially, 
operationally, or strategically) that’s tailored specifically for my business?

In this first article, we seek to provide a simple, straightforward point of view on what SAP S/4HANA is and 
what it could mean for your business.
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What is SAP S/4HANA?
Some basics: It’s important to distinguish between SAP S/4HANA and HANA. SAP S/4HANA refers to the 
next major iteration of SAP’s ERP platform (succeeding ECC and its predecessor, R/3), which supports a 
wide variety of operational and strategic capabilities, such as marketing and sales, finance, supply chain, 
and support services.

HANA (high-performance analytic appliance), on the other hand, is the underlying technology and one 
of the critical components that makes this version such a game changer. At its most basic level, HANA 
structures data in a new, more simplified way and leverages in-memory computing to allow for better 
and faster analytics. All in all, this new data structure and computing capability (which, according to SAP, 
required 400 million lines of code to be rewritten)1 allows for a 10x smaller data footprint, 7x higher 
throughput, 1,800x faster analytics and reporting, and 4x fewer process steps.2  Suffice it to say that 
HANA makes data processing significantly faster and more scalable.

And while the SAP S/4HANA suite, which was first launched in 2015, has taken a few years to mature as a 
product, it still represents one of SAP’s most significant updates to its ERP strategy and platform.

It’s also important to note that the SAP S/4HANA platform offers some distinct business process 
enhancements for OG&C industry segments. To support the move to SAP S/4HANA, SAP has developed 
individual model companies and industry solutions for the OG&C industry (essentially business process 
reference models) that showcase the foundational software characteristics for key industry segments 
and provide a view of the product road maps for these segments. However, it is also worth noting 
that the maturity of these solutions does vary, so each of them should still be fit-gapped against your 
organization’s unique needs.

In addition to the industry solutions, some consulting service providers (like Deloitte) have also 
developed SAP-certified, preconfigured OG&C solutions that help companies get to an even closer fit, 
thereby reducing implementation time, complexity, customization, and risk.

1. SAP S/4HANA FAQ blog post.
2. SAP S/4HANA presentation.
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What is the value proposition 
for migrating to SAP S/4HANA  
(now or soon)?
Putting aside the 2027 deadline, one of the most basic questions that corporate executives ask 
themselves when considering an IT system upgrade or reimplementation is “Will I actually get a r 
eturn on my investment?” 

There are countless articles and opinion pieces touting the benefits and improvements that SAP 
S/4HANA provides, but for purposes of simplicity (and for the sake of not repeating what’s already  
been said), we think of these benefits in three major buckets: 1) improving operational efficiency,  
2) streamlining your IT landscape, and 3) enabling digital transformation. 

How would the new IT system create value for the business?
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1. Improving operational efficiency 

SAP claims that more than 3,300 (and counting) innovations have been included in its SAP S/4HANA 
offering.3 Not surprisingly, these span a wide variety of functional areas and applications and can have a 
range of benefits, depending on the industry, market, and individual company.

3. SAP S/4HANA 1909: The Intelligent Enterprise Foundation.
4. Image adapted from SAP FAQ blog post.
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https://news.sap.com/2019/09/sap-s4hana-1909-intelligent-enterprise-foundation/#:~:text=In%202017%2C%20the%20number%20of,than%20double%20in%20three%20releases.
https://blogs.sap.com/2015/11/16/sap-s4hana-frequently-asked-questions-part-9-q42015-update/
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Some of these major enhancements—ones that are driving quantifiable financial improvements5—include:

Finance. If you’re an organization that operates across multiple ERP and/or financial systems or is 
considering a potential acquisition, SAP S/4HANA’s Central Finance can centralize reporting and 
planning, process orchestration, and transactional processing. In our experience, the value that 
organizations see from adopting SAP S/4HANA’s Central Finance include: 

 • Reducing operations analysis and reporting costs ~5% to 10% and days to close books ~40% to 50% 
by removing challenges associated with data cleanliness, synchronization, and duplication

 • Reducing treasury and cash management costs ~25% to 50%, days sales outstanding ~10% to 20%, 
and costs associated with accounts payable ~10% to 20% by centralizing payments and cross-company 
cash application

Supply chain. While OG&C organizations will deploy different tactics to weather market volatility, 
operational efficiency will always be paramount to this industry. In our experience, organizations that 
leverage SAP S/4HANA’s Supply Chain Management (SCM) application tend to see:

 • Improved forecast accuracy of ~10% to 20% and customer fill rates of ~5% to 10% through increased 
visibility across the supply chain and faster responses to demand fluctuations through advanced 
available-to-promise (ATP) functionality

 • Reduced inventory levels of ~2% of 4% through enhanced inventory optimization functionality and 
real-time inventory monitoring

 • Increased equipment reliability and reduced unplanned downtime of ~30% to 40% through faster 
processing of sensor data and comparing this data with the asset’s history to enable predictive 
maintenance capabilities

Customer service and order processing. As customer expectations continue to evolve, and as the 
industry seeks to find new and different ways to improve operational efficiency (outside of the refinery 
and supply chain), streamlining the order-to-cash process becomes increasingly important. In our 
experience, some of the tangible benefits we’re seeing in this space include:

 • Improving order processing efficiency ~10% to 15% by providing multiple options to enter an order either 
via SAP Fiori Mobile apps, electronically via optical character recognition (OCR), or via manual entry

 • Reducing processing time for sales order changes ~5% to 10% by leveraging prebuilt Fiori applications 
(dashboards) to monitor the performance of sales orders

Furthermore, in addition to enhancing operations across these functional areas, SAP S/4HANA also enables 
organizations to better respond to external stimulus (M&A, “what-if” scenario planning, etc.) by enhancing 
strategic planning capabilities, leveraging functionality specifically developed for these situations.

2. Streamlining your IT landscape and operations

Perhaps not surprisingly, moving to SAP S/4HANA can provide a unique opportunity to reexamine and 
streamline your overall IT landscape, inclusive of IT applications, interfaces, data architectures, and IT 
support functions. And the value proposition of doing so can be significant, not only from an IT cost 
savings standpoint, but also from a productivity improvement perspective. The following are a few of the 
major improvement themes we typically see with our clients:

 • Leveraging cloud to derisk operations and reduce IT costs. Available as both cloud software 
and an on-premises version, SAP S/4HANA allows organizations to rely on third-party providers to 
support and maintain their ERP software and infrastructure (versus managing the software, server, 
and storage infrastructure themselves). One of the principal advantages of having off-premises 
components is that the business is better shielded from disruptive events that could otherwise 
affect operations. Having a cloud version also typically unlocks opportunities for long-term cost 
optimization, as organizations 1) only pay for usage that they consume and 2) can avoid (or at least 
share) costs related to infrastructure upkeep.  

5.  Improvement ranges based on Deloitte Consulting LLP’s experience supporting SAP S/4HANA journeys across multiple clients 
and industries; individual results will vary based on client or industry.
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All of these factors can combine to reduce IT infrastructure and application costs by 20% to 40%.6 That 
said, it’s also no secret that due to their size, scale, and ERP solution complexity, many OG&C companies 
had to insource IT support to lower their cost basis and now manage thousands of resources around 
the globe. Transitioning away from this model (even if it makes sense from a cost perspective in the long 
run), is something that would require a great deal of thought and careful planning, not to mention create 
potential cyber risks as well. These topics and more will be discussed in greater detail in the next paper. 

 • Streamlining the application landscape. Broad-reaching technology migration journeys like SAP 
S/4HANA provide opportunities for organizations to reevaluate and, potentially, significantly simplify 
their application landscapes. This doesn’t mean that the core SAP S/4HANA solution presents a one-stop 
shop for your business, or even that SAP applications such as C/4HANA (for CRM), IBP (for advanced 
planning), Ariba (for procurement), TM (for transportation management), or Leonardo and Analytics 
Cloud (for analytics, visualization, and IoT) are the right solutions for your business. But it does mean that 
taking part in the journey gives you the opportunity to objectively assess these products versus other 
best-of-breed solutions and determine what makes the most sense for your business. More often than 
not, it results in a more compact and focused landscape.

 • Simplifying the data and integration landscape. As alluded to previously, many OG&C organizations 
have built a complicated labyrinth of business intelligence, data analytics, and data aggregation software 
to support their legacy and highly customized ERP systems (think of all the different data warehouses, 
data marts, and data mining assets in your organization today). If architected properly, the SAP S/4HANA 
platform takes away the need for many of these bolt-ons, which can in turn significantly simplify system 
and infrastructure support needs.   

3. Enabling your digital transformation

Finally, because ERP is the backbone for nearly every aspect of an organization’s operations, OG&C leaders 
would be remiss to view this as purely a system implementation and upgrade rather than using it as an 
opportunity to drive a more holistic digital transformation agenda. This is what makes the SAP S/4HANA 
topic such an interesting one.  There is little doubt that the OG&C industry is undergoing significant 
change, and because of that, strategies that worked in the past may no longer be enough to compete 
tomorrow. The digital transformation journey has enabled OG&C companies to reimagine how work gets 
done across the entire oil, gas, and chemicals value chain. Some notable trends include:  

 • Better, faster, and more transparent operations. For years, OG&C producers have used 
traditional forecasting tools to predict customer demand, and customers have tolerated having limited 
or intermittent visibility into their shipments. Now IoT sensors can not only trigger inventory auto-
replenishment for customers (enabling a truly touchless order experience), but also provide real-time 
shipment status for all modes, domestic and export.

 • The rise of supplier analytics. Where once customers chose suppliers based on price, availability, and 
existing relationships, they now increasingly choose suppliers (particularly in competitive markets) using 
automated dashboards depicting key side-by-side supplier metrics when deciding where to order.

 • Increased focus on the customer experience and self-service. The old, traditional forms of 
customer engagement (phone calls, face-to-face meetings, etc.) are being upstaged by a new form of 
customer engagement focused on a more digital experience, one where customers can search for 
relevant and personalized content, pricing options, stock availability, and delivery options; and also one 
where they can submit change requests (add or remove services) via online tools and portals.

 • Strategy and portfolio optimization with integrated planning. Integrated oilfield services 
and operator logistics through ERP provide real-time visibility into resource availability and location, 
personnel on board, and chopper and fleet availability, all of which enhance decision-making efficiency.

6.  Improvement ranges based on Deloitte Consulting LLP’s experience supporting SAP S/4HANA journeys across multiple clients 
and industries; individual results will vary based on client or industry.
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And what’s driving each of these trends? Data.

If oil was the fuel that drove the 20th-century economy, data will be the fuel that drives the 21st. In fact, 
it’s estimated that more than 90% of an organization’s available data has been created in the past two 
years, yet only a small portion of that data is actually used to generate business insights and enable 
the customer experience and operational efficiencies that it was captured to deliver. Put differently, 
companies are struggling to figure out how to best utilize this explosion of new information while 
simultaneously worrying that decisions they make today might preclude them from benefiting in the 
future (“What if I forget to bring in something today that I need tomorrow?”). 

Enter SAP S/4HANA. There is perhaps no better time to step back and take stock of your business’s 
broader strategic ambitions, determine how you’re progressing against them, and then define what 
capabilities need to be developed or enhanced. More often than not, capability deficiencies can be traced 
back to a cliché truth: The right people aren’t getting the right information at the right time.

Because ERP sits at the core of everything (particularly with respect to data), upgrading to SAP S/4HANA 
offers a unique opportunity to reexamine (and, more importantly, restructure) how your business 
is fundamentally wired to operate. Without getting the “core” right, all of the digital buzzwords we 
hear about (e.g., cognitive, artificial intelligence, machine learning, asset intelligence, etc.) are virtually 
meaningless to your organization.

Platforms  
ERP/APPS Integration

Analytics IT and 
infrastructure

Cognitive Experience

DATA

 • Internal and external structured data
 • Real-time data
 • Big data
 • Sensor data
 • Internal and extenal unstructured data
 • Data lake
 • Data-wrangling
 • Group data for application consumption
 • Master data
 • Data mart
 • Data warehouse
 • Social media
 • Real-time data
 • Big data

PLM

Service logistics

AWS, GCP, Azure, et al.
Knowledge graphs

Field assets

APIs
EDIs

ETL/ELT

Data exchanges

Cloud data integration

Data network integrations

Sensor integration

Hardware

Gateways

IT and OT

Historian

Edge

LoT sensors

Cloud
Self-service analytics

Image recognition

AI
Handwriting recognition

Deep learning

Natural language processing

AR/VR

Visualization and reporting

Virtual customer assistant

Voice user interface

Coversational platforms

Cockpit

3D glasses and holographic imagingVoice recognition

Text analytics

Algorithms

RPA

Machine learning

Predictive

Diagnostic

Prescriptive

Predictive

Traditional reporting

Advanced analytics

Order-to-cash

Warehouse and logistics

Plant maintenance

Planning

Inventory management

7

7. Deloitte Consulting LLP, 2019.
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In closing
When it comes to upgrading your ERP, it’s easy to be paralyzed by the projected costs and haunted by the 
stories of failed or delayed attempts. And while those concerns are both understandable and valid, the 
inevitable reality of the SAP S/4HANA transition timeline, and the need to harness the power of digital just 
to stay competitive, isn’t changing. Given that, it is important for every leader, technically minded or not, 
to at least understand the basics of the SAP S/4HANA topic:

 • What is SAP S/4HANA? SAP’s next-generation ERP platform that provides the IT infrastructure for 
businesses to make smarter and faster decisions to remain competitive in a changing industry

 • The core value proposition of SAP S/4HANA: What types of operational improvements and financial 
returns can you expect from your investment?

 • Understanding SAP S/4HANA’s role in your digital transformation: Leveraging the unique 
opportunity that this journey provides to set your organization’s digital foundation for decades to come

Having covered the above, the next logical questions are “How should I think about getting started on the 
journey?”, “How long will this realistically take?”, and “How much is it really going to cost?”. And those are 
the questions we’ll tackle in the next article. 
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