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The Hidden Risks of Integrations to Your ERP System
Integrating around native ERP functionality is one of the most common and costly mistakes in
ERP strategy.

Many organizations integrate external systems into their ERP to preserve familiar processes or
accelerate implementation. But when those integrations duplicate core ERP functionality—like
production, inventory, or costing—they introduce serious long-term risk.

The result isn’t flexibility.
It’s fragmentation.

Organizations that follow a Native-First ERP Strategy—Ileveraging built-in ERP capabilities before
integrating—consistently achieve better financial accuracy, operational control, and lower total
cost of ownership.

What are the risks of ERP Integrations?

ERP integrations introduce risks including data inconsistency, financial inaccuracies, multiple
systems of record, increased maintenance costs, and reduced operational visibility. These risks
are highest when integrations duplicate native ERP functionality such as production, inventory,
or costing.

Key Risks of ERP Integration:

e Data inconsistency between systems

Financial inaccuracies and delayed reporting

Multiple systems of record

Increased maintenance and integration costs

Reduced operational visibility

The risk is highest when integrations replace or duplicate native ERP functionality, rather than
extend it.
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The Core Problem — Multiple Systems of Record

When production, planning, or inventory exists both inside and outside the ERP, you create two
systems of record:

e Operational system (external) = drives activity
e ERP system -> drives financials, costing, and reporting

This creates a structural misalignment that is nearly impossible to reconcile in real time.

Two systems of record guarantee one unreliable answer.

Key Business Risks of ERP Integrations

1. Loss of Data Integrity

e Production status, inventory, and transactions fall out of sync
e Planning decisions rely on outdated or incomplete data
Impact: Reduced trust in the system and increased manual reconciliation

2. Financial Inaccuracy (Critical for CFOs)

e ERP owns costing, WIP, and reporting
e External systems drive operational inputs
Impact:

e Inaccurate job costing

o Distorted margins

e Unreliable financial statements

If your operations and financials live in different systems, your margins are a guess.

3. Operational Fragmentation

e Teams operate across disconnected systems
e Shop floor, planning, and finance are not aligned
Impact: Lower productivity, increased training burden, and poor adoption

4. Increased Complexity & Cost

e Ongoing APl maintenance and sync issues
e Higher upgrade risk and testing requirements
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Impact: Increased total cost of ownership and reliance on technical resources

5. Limited Ability to Evolve

e ERP enhancements cannot be fully leveraged
e Organization becomes locked into legacy processes
Impact: Reduced agility and missed improvement opportunities

Why Companies Make This Mistake

Most ERP integration decisions are driven by short-term thinking:
e Familiarity with legacy systems
e Misunderstanding of ERP capabilities

e Desire to minimize change

These decisions don’t eliminate complexity—they delay and compound it.

The “Native-First” ERP Strategy

Definition: The Native-First ERP Strategy prioritizes using built-in ERP functionality before
introducing external integrations, ensuring a single system of record, stronger financial
alignment, and lower long-term cost.

1. Adopt Native ERP Capabilities First

e Fully evaluate built-in ERP functionality
e Configure and extend where necessary

2. Establish Clear System Ownership
Each function must have one system of record:

e Production = ERP or external system (not both)
e Inventory & Costing - ERP (non-negotiable)
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3. Integrate Only for Strategic Differentiation
Valid use cases for integration include:

e Manufacturing Execution Systems (MES)
e Industry-specific compliance systems
e Engineering tools (CAD/PLM)

4. Treat Integration as a Controlled Exception

e Avoid duplicating ERP logic

¢ Minimize real-time dependencies

e Ensure clear ownership and resilience

ERP integrations should extend—not compete with—core functionality.

ERP Integration Decision Framework
Before approving any integration, executive teams should ask:

e Does the ERP already provide this capability?

e Are we avoiding native functionality due to preference or perception?
e What is the long-term cost of maintaining this integration?

e How will this impact financial accuracy and reporting?

o  Will this limit future ERP scalability and upgrades?

When ERP Integration Does Make Sense
Not all integrations are bad. The key is intent.
Integrations are valuable when they:

e Extend ERP capabilities (not duplicate them)
e Support specialized or industry-specific requirements

e Maintain ERP as the financial system of record
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Key Takeaway

ERP success is not determined by the number of integrations—but by the discipline behind

them.
Organizations that:

e Maintain a single source of truth
e Align operations with financial systems
e Minimize duplication

...consistently achieve stronger outcomes, faster adoption, and lower long-term cost.

Final Perspective
Integrations should extend the ERP—not compete with it.

When core functionality like production is handled outside the ERP without a clear strategic
reason, the organization introduces risk that compounds over time.

Frequently Asked Questions (FAQ)

What is a system of record in ERP?

A system of record is the authoritative source for a specific type of data, such as financials,
inventory, or production.

Why are ERP integrations risky?

They become risky when they create duplicate systems for the same function, leading to data
inconsistencies and financial misalignment.
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Should production be managed inside the ERP?

In most cases, yes. Production should be managed within the ERP unless there is a clear,
strategic need for a specialized external system.

When does ERP integration make sense?

When it extends ERP capabilities—such as MES, compliance, or engineering systems—without
duplicating core functionality.

What is the Native-First ERP Strategy?

A strategy that prioritizes using built-in ERP functionality before introducing integrations,
ensuring better control, accuracy, and scalability.
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