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The Challenge is Well Defined

Competition arising from South America and China 

Expensive assets and low margins

Little Growth expected except for Asia

Revenue losses due to electronic media 

Saturated markets but much production capacity

Post-merger integration necessary

Low cost production in Eastern Europe, China and 
Brazil is adding pressure

The situation today
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Business Process Requirements

Challenges Macro Trends
Business Process

Requirements

Product 
Commoditization

Low Growth

Industry 
Consolidation

Raw Material
Supply

Substitute
Materials

Globalization

Nordic paper 
companies become 

global players

US companies mainly 
focused on local 

consolidation

Specialties Strategy: 
Focus on differentation
and customer service

Commodity Strategy: 
Focus on efficiency 

and domination

From product company 
to product + service 

company

Global raw material 
supply market

Competitive 
Differentiation

Operational Excellence

Long Term Growth

IT Governance
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Situation with Decentralized Production Planning

� Local production planning 
result in planning solutions 
which are only optimal for single 
mills

� No transparency across the 
inner-company supply chain

� Poor integration to higher 
planning levels

Mill

Mill

Mill

Who do I reduce 
trim waste?

How can I produce 
at maximum rate?

Which order do we 
cancel due to the 

breakdown?

Local 
Optimum

Local 
Optimum

Local 
Optimum
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How Does Centralizes Production Planning Support the Business 
Goals?

� Integrated planning cycle from long 
term planning to rough capacity 
planning (block planning) to fine 
planning (trimming)

� Inner-company supply network
from raw material supply to 
production planning to 
transportation and distribution 
planning

� Central fine planning (trimming) 
increases flexibility and decreases 
costs

� Optimization across multiple mills

Mill

Mill Mill

Global 
Optimum

Central
Planning
Department
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Adaptive Manufacturing is a combination of
� business processes, 
� software applications, and 
� technology

that enables mills and production personnel to
� plan and execute,
� sense and respond, 
� learn and adapt

cost-effectively and dynamically, to unforeseen changes.

Adaptive Manufacturing
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To be Adaptive, companies need:

� An Integrated Software Solution with ERP, 
APS and MES capabilities and associated 
workflows that enable closed loop 
operations

� Integrated Business Processes that are 
running seamlessly from the Enterprise to 
the Shop Floor throughout the whole 
Supply Chain.

� A Manufacturing Integration Platform to 
connect mill processes with enterprise & 
supply chain processes

� Manufacturing Intelligence: real-time 
actionable analytics and decision support 
to production personnel so they can deliver 
on their performance goals

Enterprise

Mill

What Capabilities do Manufacturers need to be Adaptive?



Macro trends in the industry

Ways to meet the challenges

Solution maps integration MES with ERP



© TietoEnator / SAP AG 2006, MES / ERP Choosing the correct footprint / Sonny Hathaway / Robert Kaup / 13

� Project risks for integration ERP with MES

� Focus on technical interface instead on the business process

� Ownership of master data not clear defined

� Integration risks because typically for
ERP and MES two different project partners

� Maintenance of interfaces after GO-Live is often a cost intensive task

Solution maps: Integration ERP / MES
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� How can an integration between ERP / MES be performed?

� Solution Map 1: Planning in ERP

� Solution Map 2: Hybrid ERP / MES solution for planning

� Solution Map 3: Planning in MES

� Solution Map for quality management ERP / MES

Solution maps: Integration ERP / MES
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� Typical customer situation

� Medium / big-sized companies 

� Central ownership of sales and planning

� Demand for central forecasting and supply chain optimisation 
���� Multi-mill planning scenario

� Harmonised product offering – delivery out of different mills 
���� One product is produced in more than one mill

� Solution overview

� Central sales

� Central ATP/CTP-check and planning

� Decentral execution

Solution map 1: Planning in ERP
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Solution map 1: Planning in ERP

� Process overview (order to cash process)
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Solution map 1: Planning in ERP

� Value proposition

� Support of central sales / order promising

� Sales order entry and ATP / CTP check 
are integrated and online performed

� Central supply chain optimisation and forecasting possible 
���� global Optimum

� Data and process transparency across the company

� Concerns

� Access to central system for mills (availability of physical connections)

� „Mill has to execute the plan“
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Solution map 2: Hybrid ERP / MES solution for planning

� Typical customer situation

� Big-sized companies 

� Central ownership of sales

� Demand for central forecasting and local mill rough/production planning

� Local ownership of production planning for the mill

� Non-harmonised product offering – delivery only out of one mill 
���� one product is produced in only one mill

� Mills with strong local organisation (perhaps different MES-systems)

� Solution overview

� Central sales

� Central ATP/CTP-check

� Decentral planning

� Decentral execution
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Solution map 2: Hybrid ERP / MES solution for planning

� Process overview (order to cash process)
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Solution map 2: Hybrid ERP / MES solution for planning

� Value proposition

� Support of central sales / order promising

� Sales order entry and ATP / CTP check are 
integrated and online performed 

� Production planning is independent to central systems 
���� local optimum

���� data independency

� Concerns

� Transparency of mills capacity is not guaranteed

� Plan ownership is not clear (synchronisation)
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� Typical customer situation

� Small- / medium-sized companies 

� Central ownership of sales

� Option 1: ownership of planning centralised
– Demand for central forecasting and supply chain optimisation

���� multi-mill planning scenario

– Harmonised product offering – delivery out of different mills 
���� one product is produced in more than one mill

� Option 2: ownership of planning decentralised
– Local ownership of planning

� Solution overview

� Central sales

� Central or decentral planning

� Decentral execution

Solution map 3: Planning in MES
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Solution map 3: Planning in MES

� Process overview (order to cash process)
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Solution map 3: Planning in MES

� Value proposition
� Best of breed solution

� Support of central sales

� Option 1: central planning
– Central supply chain optimisation and foreasting possible 

���� global optimum

� Option 2: decentral planning
– Production planning is independent to central systems 

���� data independency

� Concerns
� Order entry and order promising are technically and process-wise separated

� No online ATP-check during customer order entry

� Option 1: central planning organisation
– Access to central system for mills (availability of physical connections)

– Mill has to execute the plan

� Option 2: decentral planning organisation
– Automatic mill substitution during ATP/CTP not possible
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Benefits of solution maps

� Combines the strengths of both solutions spaces (ERP/MES)

� Maximum of needed functionality and support of best of breed processes
within an integrated solution

� Reduction of  overall customer project implementation complexity, risk and 
project costs 

� Reduction of maintenance cost

� Maximize future value of investment

Solution maps: Integration ERP / MES
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Questions & Answers

� …

� …

� …

� …

MES / ERP – Choosing the correct footprint
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No part of this publication may be reproduced or transmitted in any form or for any purpose without the express permission of SAP AG. The information contained 
herein may be changed without prior notice.

Some software products marketed by SAP AG and its distributors contain proprietary software components of other software vendors.

Microsoft, Windows, Outlook, and PowerPoint are registered trademarks of Microsoft Corporation. 

IBM, DB2, DB2 Universal Database, OS/2, Parallel Sysplex, MVS/ESA, AIX, S/390, AS/400, OS/390, OS/400, iSeries, pSeries, xSeries, zSeries, z/OS, AFP, 
Intelligent Miner, WebSphere, Netfinity, Tivoli, and Informix are trademarks or registered trademarks of IBM Corporation.

Oracle is a registered trademark of Oracle Corporation.

UNIX, X/Open, OSF/1, and Motif are registered trademarks of the Open Group.

Citrix, ICA, Program Neighborhood, MetaFrame, WinFrame, VideoFrame, and MultiWin are trademarks or registered trademarks of Citrix Systems, Inc.

HTML, XML, XHTML and W3C are trademarks or registered trademarks of W3C®, World Wide Web Consortium, Massachusetts Institute of Technology. 

Java is a registered trademark of Sun Microsystems, Inc.

JavaScript is a registered trademark of Sun Microsystems, Inc., used under license for technology invented and implemented by Netscape. 

MaxDB is a trademark of MySQL AB, Sweden.

SAP, R/3, mySAP, mySAP.com, xApps, xApp, SAP NetWeaver, and other SAP products and services mentioned herein as well as their respective logos are 
trademarks or registered trademarks of SAP AG in Germany and in several other countries all over the world. All other product and service names mentioned are 
the trademarks of their respective companies. Data contained in this document serves informational purposes only. National product specifications may vary.

The information in this document is proprietary to SAP. No part of this document may be reproduced, copied, or transmitted in any form or for any purpose without 
the express prior written permission of SAP AG.

This document is a preliminary version and not subject to your license agreement or any other agreement with SAP. This document contains only intended 
strategies, developments, and functionalities of the SAP® product and is not intended to be binding upon SAP to any particular course of business, product strategy, 
and/or development. Please note that this document is subject to change and may be changed by SAP at any time without notice.

SAP assumes no responsibility for errors or omissions in this document. SAP does not warrant the accuracy or completeness of the information, text, graphics, links, 
or other items contained within this material. This document is provided without a warranty of any kind, either express or implied, including but not limited to the 
implied warranties of merchantability, fitness for a particular purpose, or non-infringement.

SAP shall have no liability for damages of any kind including without limitation direct, special, indirect, or consequential damages that may result from the use of 
these materials. This limitation shall not apply in cases of intent or gross negligence.

The statutory liability for personal injury and defective products is not affected. SAP has no control over the information that you may access through the use of hot 
links contained in these materials and does not endorse your use of third-party Web pages nor provide any warranty whatsoever relating to third-party Web pages.
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