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The Decision Most Food
Manufacturers Are Postponing

Food manufacturing is entering a phase where legacy ERP systems are being pushed
beyond what they were originally designed to handle. Traceability expectations have
tightened underregulations like FSMA 204, while retailers increasingly demand
faster, more accurate data across the supply chain. At the same time, many mid-
market manufacturers continue to operate on systems implemented more than a
decade ago, often extended through customizations and manual workarounds.
Industry research shows a clear shift toward cloud ERP adoption, yet food
manufacturers remain more cautious than other sectors due to operational
complexity and compliance risk. This gap between industry pressure and system

capability is widening.

Traceability Gaps Upgrade Disruption

Cannotmeet FSMA 204's 24-hour Costly, months-long version

recordretrieval mandate upgrades that halt operations

A

No Real-Time Data

Decisions based on

yesterday's exports, not
On-Premise ERP live data

Limitationsin

Food
Manufacturing
IT Bears All Risk
Every patch, outage, and

No Remote Access

Datalocked on-site,
unavailable beyond the
plant

No Built-In Failover

A server crash stops
production until IT

. fix falls on yourinternal
recovers it

team

Scaling Is Manual Customisation Debt

Each new site adds servers, Every bolt-on makes the next
licenses, and IT overhead upgrade costlier
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The hesitationis not without reason. ERP in food manufacturing is deeply tied to
production, quality control, and ot traceability, making any change a high-stakes
decision. Apoorly executed transition can disrupt plant operations, delay shipments,
orcompromise audit readiness. Yet delaying the decision carriesits own costin
rising maintenance overhead and limited visibility. This white paper examines how
food manufacturers can evaluate ERP choices, balance cost andrisk, and move

toward modernization without compromising operations or compliance.

"70.4% of all ERP deployments globally now run in the

cloud. The food industry lags. The question is whether
that lag is justified caution, or costly inertia."

The Pressures Driving ERP Upgrade
Across Food Manufacturing

Food manufacturers are not rethinking ERP because of trends or vendor
pressure. The shiftis being driven by a combination of operational strain, rising
costs, andincreasing external demands. Systems that once supported steady,
single-site operations are now expected to handle multi-location visibility,

fasterreporting cycles, and tighter compliance expectations.

e N e N e N
Of Food Manufacturers Experienced Of Food & Beverage Businesses Of IT Budgets Spent Maintaining
Unplanned Downtime In The Last 3 Stuck In ERP Implementation Legacy Systems Rather Than
Years (TraceGains, 2024) Improving Them
. J . J . J
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I Operational & Compliance Demands Are Increasing

Food manufacturers are operating under tighterreporting expectations, more

frequent audits, and increasing pressure from customers and regulators.

Requirements such as FSMA 204 have raised the bar, but the real strain shows upin

day-to-day operations where teams need faster, more reliable access to accurate

data.Inmany cases, the challenge is not traceability itself, but how long it takes to

gather andvalidate information when required. Systems that depend on manual

inputs or disconnected data slow down reporting, increase the risk of errors, and

make compliance harder to maintain consistently.

Operational Or Compliance

Demand

What The ERP Must Deliver

Retailer Compliance Mandates

HACCP Documentation

Allergen Control Verification

Delivery Accuracy Requirements

Labelling Accuracy

Shortened Audit Cycles

Multi-Site Reporting

The Pressures Driving ERP Upgrade Across Food Manufacturing

Real-time lot tracking and supplier
documentation accessible on demand

Continuous, system-generated records across every
productionrun

Formulation-linked lot genealogy with audit trail from
intake to dispatch

Live inventory sync across warehouse, production,
and dispatch systems

Automated label generation tied directly to
active batch formulation data

Audit-ready records retrievable within hours,
not days

Consolidated visibility across all locations without
manual data exports
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I The Cost of Maintaining Existing Systems Is Rising

Legacy ERP systems do not age gracefully. Every year they run, the cost of keeping
them operational grows through patching, custom bolt-ons, manual workarounds,
and IT overhead that consumes budget without improving capability. Research from
Forrester Research shows that alarge share of IT budgetsinlegacy environmentsis
spent on maintenance rather thanimprovement. At the same time, Microsoftis
actively sunsetting products like Dynamics NAV and AX. Manufacturers that have not
planned their transition are now facing compressed timelines and forced decisions.

Where IT budget actually goes: Legacy ERP vs. Cloud ERP

Infrastructure & Hardware

LEGACY: 72%

CLOUD: 12%

Security & Patching

LEGACY: 68%

CLOUD: 18%

Upgrade & Version Management

LEGACY: 80%

(GANONVENY: 5 %

IT Support & Maintenance

LEGACY: 65%

CLOUD: 22%

Innovation & New Capability

LEGACY: 18%

CLOUD: 72%
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| The Al Gap Is Becoming a Competitive Disadvantage

Cloud-native ERP systems are introducing capabilities that traditional
environments struggle to match at the same level, including spoilage prediction,
real-time demand forecasting, quality anomaly detection, and more responsive
procurement planning. Food manufacturers using more advanced, data-driven
systems are seeing measurable improvements inresponsiveness and planning
accuracy. This gap is not theoretical. It shows up inyield, waste, and margin. As
some manufacturers move faster with modern systems, othersrelying on older

setupsrisk falling behind in speed, visibility, and decision-making.

What the Al gap looks like in practice

Al flags at-risk inventory before No predictive layer — spoilage
Spoilage & Waste Prediction spoilage occurs, reducing write- identified after the loss has
off costs occurred
ML models adjust procurement Forecast built on historical
Demand Forecasting and production plansinreal time exports; updated manually at
againstlive data fixed intervals
Automated alerts when QA inspection at the end of
Quality Anomaly Detection production parameters deviate the batch, defectsidentified
from spec mid-run after production completes
System recommends sourcing Procurement driven by
Al Procurement Signals adjustments based on supplier purchasing team experience
lead time and price trends and manual market checks
Continuous yield tracking with Yield calculated post-
Real-Time Yield Optimization Al-suggested process production from manual data
adjustments during production entry and batchrecords

Lot genealogy is built
automatically as production
progresses, with zero manual

Traceability reconstructed
manually fromrecords aftera
quality event

Traceability Auto-Generation

entry
. . ERP surfaces maintenance Maintenance scheduled on
Predictive Maintenance .
Sianals alerts based on equipment fixed cycles; unplanned
9 run data and failure patterns failures not anticipated
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Why ERP Decisions Are Differentin

Food Manufacturing

& ERP Is Tied to Production,
Not Just Finance

Infood manufacturing, ERP systems influence
daily production activity, not just back-office
reporting. Production scheduling, batch
processing, inventory allocation, and raw
material availability often depend on ERP-
driven data flowing accurately across
departments. A delay or mismatchinside the
system can disrupt production sequencing,
create inventory inconsistencies, or affect line
efficiency. Unlike traditional office
environments, ERP issues in a plant environment
quickly translate into operational disruption on
the floor.

Production interruptions can reduce

manufacturing capacity utilization by 5-20%,
depending on plant complexity.

A Downtime Has Physical
Consequences

Food plants operate within narrow production
and shipping windows. When ERP systems go
down, theimpact extends beyond delayed
reporting. Production teams may lose visibility
into inventory, outbound shipments can stall,
and quality release processes may slow down.
In temperature-sensitive environments such as
dairy, frozen foods, and fresh protein
processing, downtime can also increase
spoilage risk and cold chain exposure. Even
short disruptions create operational ripple
effects across the facility.

Unplanned downtime costs food
manufacturers $4,000-$30,000 per hour
before the hidden multiplier. — ABB /
Aberdeen Research

A Traceability Is a System
Dependency

Most food manufacturers do not think about
traceability untilinformation needs to be
retrieved quickly during an audit, customer
request, or quality event. At that point,
disconnected records, manual entries, and
inconsistent lot data become operational
liabilities. ERP systems play a centralrolein
maintaining lot genealogy, inventory movement
history, and audit-ready documentation. The
challengeisrarely whether data exists, but
whetherit can be accessed accurately and fast
enough when required.

Why ERP Decisions Are Differentin Food Manufacturing

A Deep Integration With
Plant Systems

ERP in food manufacturing is deeply connected
to surrounding operational systems, including
MES platforms, warehouse systems, weigh
scales, barcode labeling, shipping software,
and EDI environments. Changes to ERP
architecture often affect multiple workflows
simultaneously. This integration complexity is
onereason food manufacturers approach ERP
modernization cautiously. Replacing or
upgrading ERP israrely isolated to one system.
It often requires coordinated changes across
plant operations and supply chain processes.
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Understanding the Three ERP
Deployment Models

I On-Premise ERP

With on-premise ERP, the software and infrastructure are hosted internally and
managed by the manufacturer’s IT team or service provider. This model offers
greater control over customization, system access, and infrastructure decisions,
which is why many food manufacturers historically adopted it. However, it also
placesresponsibility forupgrades, cybersecurity, backups, uptime, and disaster
recovery entirely onthe business, often increasing long-term maintenance
complexity and operational overhead.

O > &
@ H H Inventory
. Batch Record . o Updated After IT Called When
Production Filled Manually QALoggedin Shift Ends Report It Breaks
Order Created Separate Exported to

on Local Server | System ‘ . | Spreadsheet \ . |
\ - .
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| cloud ERP

Cloud ERP systems are hosted and maintained by the software provider, allowing

manufacturers to access the platform through web-based environments. This

modelreduces internal infrastructure dependency and simplifies upgrades,

scalability, and remote access across plants and teams. For food manufacturers

managing multiple facilities

or growing operations, cloud ERP canimprove visibility

and responsiveness. However, the transition still requires careful planning around

integrations, data migration

g

Batch Record Live

Production Order and Updating

Auto-Generated
from Forecast

| Hybrid ERP

Hybrid ERP combines cloud

' 7/‘

, operational continuity, and change management.

@ .

< ® ©
o Livelnventory Vendor SLA
QA Syncsto Across All Sites Live Manages Uptime [
ERP Instantly Dashboard No
Export Needed |

_/

\\\7 ' '

and on-premise environments to support different

operational requirements across the business. Many food manufacturers use this

approach to keep plant-level systems such as MES or production controls on-

premise while moving finance, inventory, analytics, or supply chain functions to the

cloud. Hybrid models allow manufacturers to modernize gradually without

disrupting critical operations, making them a practical transition strategy for

businesses managing complexintegrations and multi-site environments.

Batch on MES
Compliancein
Cloud

e

&

MES Creates
Order, Syncs to
Cloud

Understanding the Three ERP Deployment Models

' 7/‘

—— S
/[\ P IT Manages MES
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QA Logged On- Inventory Syncs Finance Runs Everything
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Premise Pushed

to Cloud [ |
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|
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The 5-Year Cost Conversation: What
Vendors Don't Show You

Every ERP vendor, cloud or on-premise, presents a number that looks like the cost of
the system. Itis not. Software licensing or subscription fees are typically 20 to 30
percent of the total cost of ownership over five years. The restisimplementation,
data migration, training, customization, ongoing IT support, infrastructure, and the

cost of upgrades.

Most food manufacturers who have been through an ERP implementation will
recognize this pattern: the project cost more than the quote, took longer than the
timeline, and required internal resources that were not budgeted. This section gives

you the complete picture.

Why Vendor Quotes Represent Only 20-30% of the True Cost

Cost Category Cloud SaaS

Software License/

Subscription $150K-$500K (one-time) $80K-$250K/yr (recurring)
Hardware & Infrastructure $80K-$300K upfront Included in subscription
Implementation & Integration 1.5-3x license cost Equal to a Year 1subscription
IT Personnel (Loaded) $120K-$250K/yr Reduced, vendor-managed
Annual Maintenance Fees 18-22% of license/yr Included

:-‘Isa_l';l;vracr:ic:\';:f)resh $60K-$200K per cycle Not applicable

Major Version Upgrades $100K-$400K per event Automatic, no extra cost
Disaster Recovery Setup $30K-$80K + ongoing Geo-redundant, included

The 5-Year Cost Conversation: What Vendors Don't Show You 1



What the Al gap looks like in practice

5-Year Verdict Key Consideration

Cleelning etesiizh, Om- IT overhead is the hidden killer.

Small $10M-$30M/ premise CapEx is . X
30U disoroportionate to compan Cloud's lower Year1costis only
~opusers siz: P pany the start.

Converges at Year 5-7. Cloud
Mid-Market $30M-$150M/ wins if on-premise requires a
~100 Users major upgrade in that window,

whichit typically does.

The most complex scenario.
A formal TCO model withreal
numbers is essential.

Neither model universally wins. IT capability, MES complexity,
Large $150M+ / Multi-Plant Hybrid architecture is usually and strategic timeline
theright path. determine the answer.

Hidden Costs CFOs Consistently Miss

On-Premise Underestimates Cloud Underestimates

Hardware refresh every 5-7 years ($60K-$200K) Data egress and storage fees at scale

Loaded IT personnel cost ($120K-$250K/yr) Integration middleware forlegacy plant systems

Change management across a distributed
workforce

Cybersecurity infrastructure investment

Disasterrecovery architecture and testing Subscription escalation over multi-year contracts

Connectivity infrastructure in remote plant

Productivity cost of major version upgrades ,
y ) Pg locations

The 5-Year Cost Conversation: What Vendors Don't Show You 12



| The Cost of Doing Nothing

The most dangerous numberin any food manufacturer's ERP evaluationis zero,

the cost assigned to not changing. Every year on alegacy system, the

manufactureris paying for manual workarounds, compliance exposure, inability

to accessreal-time operational data, and the accumulating technical debt of a

system drifting further fromits vendor's current roadmap.

CAST Software analysis places this invisible cost at $400,000 to $1.2 million

annually for a mid-size company. The compliance dimension, the risk of an FDA

audit finding that traceability records cannot be produced within 24 hours, is not

capturablein a spreadsheet, but the consequences of aforcedrecallora

consentdecree are.

The 24 /7 Plant Reality: Uptime, Risk,

and Compliance

The operationalrealities of a 24/7 production environment are frequently

overlooked in standard ERP comparisons. Unlike traditional software-driven

businesses, food manufacturing does not operate within flexible maintenance

windows. Whether itis a bakery running triple shifts or a dairy facility that cannot

halt processing for a server patch, the plant floordemands constant uptime. In

high-stakes sectors like frozen foods, any system disruption that delays a cold-

chain shipmentis notjust a technical failure; itis a direct threat to product

integrity and operational continuity.

What ERP Downtime Actually Costs in Food Manufacturing

s

$4,000 - $30,000

PerHour, Direct Production Losses From Unplanned
ERP Downtime In Food Manufacturing

~N

Vs

2.4x%

Hidden Cost Multiplier When Scrapped Product, Idle Labour,
Delivery Penalties, And Compliance Exposure Are Added
(ABB / Aberdeen Research)

The 24/7 Plant Reality: Uptime, Risk, and Compliance
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Consider a dairy facility where a refrigeration compressor failure resultedin an
initial maintenance expenditure of $12,400. A comprehensive financial analysis
revealed a farmore significantimpact: when accounting forlost manufacturing
output, nearly 850,000 pounds of inventory at risk, emergency labor costs, and
failure to meet retail delivery windows, the total expenditure reached $340,000.
This figure represents nearly 30 times the original repairinvoice.

If the ERP architecture itself triggers these operational delays, orif system
unavailability prevents the necessary response to a quality-critical event, the

stakes shift from production efficiency to severe regulatory exposure.

I Compliance Risk Is a Uptime Problem

FSMA 204 requires traceability records delivered to the FDA within 24 hours of a
request. If an on-premise ERP experiences a server failure, hardware crash,
ransomware attack, corrupted database, and the mostrecent backup is three days
old, the manufactureris notjust operationally disrupted. They are in potential
regulatory violation with a federal agency that has the authority to mandate a
product recall.

Cloud ERP platforms operate with geo-redundant data storage, automatic failover,
and SLAs guaranteeing 99.9% or higher uptime. On-premise systems can achieve
similarresilience, but only with significant additional investment in redundant
hardware, off-site backup, and disasterrecovery infrastructure. That investment
rarely appearsinthe initial on-premise proposal.

I Cybersecurity: The Risk On-Premise Manufacturers
Underestimate

JBS, the world's largest meat processor, was shut down entirely by aransomware
attackin2021. Dole suffered a similar attack in 2023 that disrupted North American

operations and required shutting down IT systems across multiple facilities. Both

The 24/7 Plant Reality: Uptime, Risk, and Compliance
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incidents targeted on-premise production and operational systems. The Elisity
2025 cybersecurity reportidentifies food manufacturers as particularly high-
value targets due to the combination of legacy infrastructure, slim IT budgets,
and the regulatory and public health consequences of operational disruption.

Cloud ERP vendorsinvestin security infrastructure that no mid-market food
manufacturer could replicate independently, dedicated security operations
teams, continuous threat monitoring, multi-factor authentication, and
compliance with SOC 2,ISO 27001, and international data protection standards.
This does not mean the cloudis without security risk. It means that for most food
manufacturers, the security posture of a major cloud ERP vendor is materially
stronger than what they can maintain on-premise.

When On-Premise Is Still the Right
Answer

Cloudis not theright answer for every food manufacturer. Acknowledging that s
not a weakness, itis the starting point for an honest evaluation. The
manufacturers who make the best decisions are the ones who assess theirown

situation clearly, not the ones who follow a trend or a vendorrecommendation.

I The Legitimate Cases for Staying On-Premise

® Deep MES integrationthat the cloud cannot yet replicate. Some food manufacturers
have proprietary manufacturing execution systems integrated at the equipment, sensor,
and process control levels. Migrating to the cloud without simultaneously replacing the
MES is not viable for these operations. A phased strategy that migrates non-production
systems to the cloud while keeping MES on-premise is the practical path.

® Genuine connectivity constraints. Aremote seafood processing facility, a rural grain
plant, ora manufacturing site in aregion with unreliable infrastructure cannot
responsibly depend on a cloud ERP without significantinvestment in redundant

connectivity. On-premise or hybrid with local caching remains the more stable option.

When On-Premise Is Still the Right Answer
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® Dataresidency andregulatory requirements. Certain markets, including parts of the
Middle East, Asia, and some EU member states, impose requirements on where
business data can be stored. Manufacturers operating in these markets may find that
on-premise or private cloud is the only compliant option until cloud providers
establishlocal data centers.

® Recentlyrefreshedinfrastructure with strong IT. Amanufacturer that invested in server
infrastructure within the last two years, has a capable internal IT team, andruns a
systemthatis functioning adequately, has a different calculus than one running
decade-old hardware. For this manufacturer, the questionis not cloud vs. on-premise,

itiswhento begin planning the transition.

I The Hybrid Path as Strategy, Not Compromise

The most sophisticated food manufacturers are not making a binary choice. They
are building a migration roadmap. Move financials to the cloud first. Connect EDI
and suppliermanagement to cloud-native platforms. Keep production control
systems on-premise until the MES integration pathis clear. This staged approach
reducesrisk, delivers early ROI, and builds internal confidence before the most
operationally sensitive systems are touched.

Nestlé's 2024-2025 SAP S/4HANA transitionis the most instructive large-scale
example. Rather thanripping out existing infrastructure, Nestlé builtits cloud
backbone as anintegration layer, connecting loT platforms, existing MES systems,
and supply chain tools without replacing what was functioning. The result was a
migration that went live across 50,000+ usersin 112 countries without a

production disruption.

.
)
N =

m

 —
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The Migration Playbook: Moving
Without Stopping the Line

The food manufacturers that navigate ERP modernization successfully approach
it as an operational transition first and a software implementation second.
Migration timelines are built around production schedules, inventory cycles,
seasonaldemand, and workforce readiness, not vendor-driven go-live targets.
The objective is not simply to launch a new system, but to maintain stability across
production, warehousing, purchasing, and distribution while the transitionis

taking place.

Why Big-Bang Migrations Fail Food Manufacturers

42% 73%

Big-Bang Migration Success Rate Phased Migration Success Rate

Forfood manufacturers, ERP cutovers carry alevel of operational risk that many
otherindustries do not face. A failed implementation can disrupt production
planning, delay shipments, create inventory mismatches, and slow decision-
making across plants and warehouses. Inmost cases, project failures are not
caused by the technology itself, but by underestimated data complexity, rushed
timelines, limited user adoption, and inadequate parallel testing before full
deployment.

I The Four-Phase Food Manufacturer Migration Model

Assessment & Readiness
® Map everyintegration, ERP to MES, EDI, quality management, and WMS

1 e Auditdata quality acrosslot codes, supplierrecords, and product specifications
60-90 DAYS e |dentify compliance gaps the new system must close before go-live

® Define successin operational terms, not just technical milestones

The Migration Playbook: Moving Without Stopping the Line 17



Controlled Pilot

e Startwithfinancials andinventory, safest pilots, runin parallel without touching production

2 @ Do not make production scheduling or quality management the first module live
3-5 MONTHS ® Learnwhat the system does and does not do before the stakes are highest
® Define clear success criteria before pilot launch, not after

Staged Rollout by Function or Facility

@ Expand by function or by plant, never both simultaneously

3 e Define explicitrollback criteria before each expansion phase
5-12 MONTHS ® Runparallel systems for 3-6 months, 94% of successful migrations include this
® Rollback plan must be documented and executable, notimprovised

Full Transition & Optimization
e Go-liveisnotthe finishline;itis the beginning of the ROl phase
e Alfeatures, advanced analytics, and automation begin delivering value here

4 @ Manufacturers who treat go-live as the end consistently underperform those who
ONGOING treatit as the start

® Post-implementation support and optimization accountability must be defined

before you sign

I The Change Management Reality on the Plant Floor

Implementing a new ERP in a corporate office is difficult. Implementing one across
aplant floor, with shift workers, production supervisors, and QA teams who have
operated the same way for fiftteen years, is a fundamentally different challenge.
Training must be role-specific and operational, not software-feature-centric.

The questionis not 'how do | use this screen?' Itis 'how do | complete my end-of-
shift traceability reportin the new system?’ That distinction determines adoption,
and adoption determines whether the project deliversits ROl orbecomes a
cautionary story.

The Migration Playbook: Moving Without Stopping the Line
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Folio3 FoodTech's Approach to ERP for
Food Manufacturers

Food manufacturers don't replace ERP systemsin
isolation; they transition entire operational
environments while the plant continues to run.
Folio3 FoodTech approaches every
implementation as a system-level decision,
aligning technology with how food operations
actually function across production, compliance,
and supply chain.

e Food manufacturers don't replace ERP
systems in isolation; they transition entire
operational environments while the plant
continues to run. Folio3 FoodTech approaches
every implementation as a system-level
decision, aligning technology with how food
operations actually function across production,
compliance, and supply chain.

e Cloud, hybrid, and on-premise, we support
all three: We are not a cloud-only partner
pushing one answer. We build the right
architecture for each client's operational reality,
whether that is a full cloud transition, a phased
hybrid  migration, or an  on-premise
modernization.

e Phased migration built around the production
schedule: Go-live dates are set around
operational continuity, not vendor timelines.
Every migration includes a documented parallel
operation period, defined rollback criteria, and
post-implementation support until
performance benchmarks are met.

e Post-implementation accountability: Our
engagement does not end at go-live. We define
success in operational terms, compliance
readiness, system adoption rates, data
accuracy, and reporting consistency, and stay
engaged until those benchmarks are achieved.

Folio3 FoodTech's Approach to ERP for Food Manufacturers

FoodTech

Your Operations Have
Outgrown Your Systems

Folio3 FoodTech helps food manufacturers
modernize ERP environments with phased
strategies designed around production
continuity, operational visibility, and long-term
scalability.
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https://foodtech.folio3.com/contact-us/

Conclusion: The Right System for the
Right Stage

The cloud vs. on-premise decision is not a technology decision. It is a business
decision with technology implications. For a $15 million regional bakery running a
one-person IT function on aging hardware, the answer almost certainly points
toward the cloud. For a $200 million multi-plant protein processor with deep
MES integration and a capable IT team, the answer is almost certainly a phased
hybrid transition. For every food manufacturer in between, the answer depends
on arigorous, honest assessment of total cost, operational risk, and compliance

urgency.

What this decision is not is optional. The regulatory environment, the vendor
end-of-life timelines for on-premise products, and the widening Al capability
gap between cloud-native and on-premise systems mean that doing nothing is

not a neutral choice; itis a choice that gets more expensive every yearitis made.

Folio3 FoodTech has implemented ERP systems for food manufacturers across
dairy, meat, seafood, bakery, fresh produce, frozen foods, snacks, beverages,
sauces, and edible oils, on cloud platforms including Microsoft Dynamics 365
and NetSuite, and on hybrid architectures built to suit manufacturers who are
not ready for a full cloud transition. The work of choosing and implementing the

right systemis complex. The work of getting it wrongis more so.

Conclusion
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