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Introduction

Enterprise Resource Planning (ERP) systems are undergoing a paradigm shift as companies increasingly
move from legacy on-premises software to cloud-based solutions. Businesses are embracing cloud ERP

for its simpler deployment, lower upfront costs, scalability on demand, and rapid access to new features
and updates (Source: netsuite.com). In fact, the cloud ERP market is projected to grow from about $72
billion in 2023 to over $130 billion by 2028 (Source: netsuite.com), reflecting how critical cloud platforms
have become for modern enterprises. Within this context, two-tier ERP has emerged as a significant
strategy for large organizations. In a two-tier model, a corporation runs a robust Tier 1 ERP at the
headquarters for core functions, while subsidiaries or smaller divisions use a different Tier 2 ERP (often a
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cloud-based system like Oracle NetSuite) to meet their specific operational needs (Source:
netsuite.com). This approach allows each tier to leverage the solution best suited to its requirements -
the corporate level maintains a comprehensive system of record, and the local units gain agility with a
lighter, specialized system. Crucially, the effectiveness of a two-tier ERP strategy hinges on seamless
integration between the Tier 1 and Tier 2 systems, ensuring data flows freely upward and consolidates
into a single source of truth for the enterprise (Source: netsuite.com)(Source: netsuite.com). Two-tier
ERP remains a top trend in 2025 for precisely these reasons, as it lets organizations balance global
standardization with local flexibility (Source: netsuite.com)(Source: netsuite.com).

In this in-depth article, we explore the two-tier ERP strategy with a focus on NetSuite as a Tier 2 solution.
We will discuss the motivation behind two-tier adoption, how it works, the benefits and challenges, and
why NetSuite's cloud ERP is a popular choice for implementing a two-tier architecture. The goal is to
provide professionals a comprehensive understanding of how a two-tier ERP model can boost agility and
efficiency in complex, distributed businesses while still maintaining centralized control and data integrity.

The Shift to Cloud ERP Solutions

Modern enterprises are increasingly leveraging cloud platforms as the foundation of their ERP strategy.
Traditional on-premise ERP suites, while powerful, often involve long implementation cycles, significant IT
overhead, and infrequent upgrade cycles. Cloud-based ERP, by contrast, offers faster deployments and
automatic updates, reducing dependence on in-house IT teams (Source: netsuite.com). Organizations
can start with the resources they need and easily scale up users, modules, or computing capacity as the
business grows (a flexibility known as elasticity) (Source: netsuite.com). Lower capital expenditure is
another driving factor — instead of heavy upfront investments in hardware and licenses, companies pay
subscription fees which shift ERP costs to an operating expense and often turn out lower over time.
Moreover, cloud ERPs frequently introduce innovations (from new features to security patches and
regulatory compliance updates) on a rolling basis, so companies can access the latest functionality
without disruptive upgrades (Source: netsuite.com). These advantages are accelerating the adoption of
cloud ERP across industries. Over 1.4 million companies worldwide are projected to spend $183 billion on
ERP software in the coming year, underscoring the critical role ERP plays in business operations (Source:
netsuite.com) — and a large portion of this investment is flowing into cloud-based offerings.

This broad shift to the cloud has laid the groundwork for two-tier ERP strategies. It is now feasible for
large enterprises to supplement or complement their central ERP with agile cloud solutions in individual
business units. Cloud ERP's ease of deployment and lower cost makes it practical to roll out Tier 2
systems in a fraction of the time and expense it would take to extend a monolithic on-premise ERP to
every branch office or newly acquired subsidiary (Source: netsuite.com). In essence, cloud technology is
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an enabler of two-tier ERP, allowing companies to implement robust functionality at the edges of their
organization quickly and with minimal IT infrastructure, while still tying those systems back into the core
enterprise platform.

Understanding Two-Tier ERP

What is Two-Tier ERP? In a two-tier ERP approach, an organization uses two integrated ERP systems to
serve different layers of the enterprise (Source: netsuite.com). Typically, Tier 1 refers to the primary ERP
used at the corporate level — a feature-rich system handling company-wide processes like consolidated
financials, enterprise procurement, human resources, and other core functions. Tier 2 refers to a
secondary ERP (or multiple ERPs) used at the subsidiary, division, or regional level to handle localized
operations such as a specific manufacturing process, local sales and distribution, or country-specific
accounting and compliance (Source: netsuite.com)(Source: netsuite.com). The key idea is that the Tier 2
system is tailored to the needs of smaller entities within the enterprise, which may be quite different from
the headquarters’ needs. The two tiers are integrated so that data flows automatically from the Tier 2 up
to the Tier 1, enabling corporate leaders to still obtain a unified view of enterprise-wide information
(Source: netsuite.com). This integration supports master data management (one source of truth for key
data like customers, products, and finances) and prevents the emergence of data silos or the need for
manual re-entry of information between systems.

Tier 1 vs. Tier 2 Systems: The Tier 1 ERP is generally a high-end, highly customizable system built
for large, global businesses, often provided by vendors like SAP S/4HANA, Oracle E-Business
Suite/Cloud ERP, or Microsoft Dynamics 365 Finance. These Tier 1 solutions are comprehensive and
powerful, but also expensive to implement and maintain, with lengthy deployment times and significant
effort required to tailor them to an organization's complex requirements (Source: grazitti.com).
Companies running a Tier 1 ERP usually have dedicated IT teams or consultants to support it. In contrast,
a Tier 2 ERP is geared toward midsize companies or smaller business units - it is typically much /ess
costly and faster to deploy than a Tier 1 system (Source: grazitti.com). Tier 2 solutions (for example,
Oracle NetSuite, SAP Business ByDesign/Business One,_or Microsoft Dynamics 365 Business Central)

often come with out-of-the-box functionality suited to specific industries or operational needs, and they
prioritize ease of configuration over massive customization (Source: grazitti.com). Because of this, Tier 2
ERPs can often meet local needs without extensive development work. It's worth noting that a single
software vendor can offer both Tier 1 and Tier 2 products — Oracle is a prime example, providing a Tier 1

solution (Oracle Cloud ERP) and a Tier 2 solution (NetSuite) that can work in tandem (Source:
grazitti.com). This means organizations might source both tiers from one provider, ensuring smoother
compatibility, or they might mix-and-match vendors depending on their legacy systems and preferences.
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lllustration: Tier 1 vs. Tier 2 ERP roles in a two-tier architecture. The Tier 1 system (often on-premise or
core cloud ERP at headquarters) provides a comprehensive backbone for enterprise-wide functions
(e.g. group-level finance, HR, procurement), tailored to the complex requirements of the parent company
(Source: orbisusa.com). The Tier 2 systems are lean, cloud-based ERPs deployed at subsidiaries,
divisions, or regional offices; they are faster and easier to implement and adapt to local needs, while still
feeding data into the corporate tier (Source: orbisusa.com).

Two-tier ERP strategies became popular as an alternative to the all-or-nothing approach of standardizing
on one giant ERP across an entire conglomerate. Often, when companies grew by acquisition or
expanded into new markets, they found that trying to extend the central ERP to every new business unit
led to excessive complexity, cost, and delay(Source: netsuite.com)(Source: netsuite.com). The primary
ERP might require extensive reconfiguration to handle a smaller unit’s needs (if it was even possible), and
the process of migrating a newly acquired company onto the corporate ERP could be so time-consuming
that it hampered business operations. Instead, many enterprises realized it could be "“far more
economical and less work” to keep the primary ERP as-is for corporate functions and implement a
complementary Tier 2 ERP for the new unit (Source: netsuite.com). By doing so, they avoid disrupting
the core system and can bring the subsidiary or division onboard quickly with a right-sized solution.
Integration between the tiers ensures the head office still gets the data it needs. In essence, two-tier ERP
allows companies to “think in layers" — maintain a stable, centralized backbone, but add agile layers for
each new business context (Source: netsuite.com).

Common Drivers and Use Cases for Two-Tier ERP

Organizations typically consider a two-tier ERP strategy in response to certain business changes or
challenges. Below are common scenarios and drivers that make two-tier ERP an attractive choice:

e Mergers & Acquisitions (M&A): After a merger or acquisition, the parent corporation often inherits
one or more disparate ERP or accounting systems from the acquired entity. Forcing a full migration of
the acquired company onto the parent’s Tier 1 ERP can be extremely time-consuming and disruptive
when time is of the essence (Source: netsuite.com)(Source: mossadams.com). A two-tier strategy

provides a faster solution: the new subsidiary can quickly implement a Tier 2 cloud ERP (like
NetSuite) that integrates with the headquarters’ system, enabling consolidated reporting without a
massive upfront reimplementation. This approach is a quick win to launch a new ERP for the acquired
unit within a limited timeframe, avoiding steep transition service fees or prolonged parallel operations
(Source: sap.com)(Source: sap.com).

e Parent ERP Doesn't Fit Subsidiary Needs: Often the corporate ERP is overkill for a smaller division,
or it lacks features needed for a specialized line of business. For example, a large manufacturer
might run a complex Tier 1 ERP at HQ, but a smaller services subsidiary finds that system too
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inflexible or unwieldy for its day-to-day operations (Source: mossadams.com). Two-tier ERP allows
each entity to use a system “right-sized"” for its needs — the subsidiary gets a lighter solution without

the unnecessary complexity (and cost) of the corporate ERP, while the parent avoids trying to
customize its monolithic system for every unique requirement in the field (Source: mossadams.com).

e Global Expansion and Localization: In multinational companies, regional branches or country-
based subsidiaries face local business practices, languages, currency, and regulatory requirements
that the corporate ERP may not handle gracefully. A two-tier model is common in global firms where
headquarters uses a global ERP, but each regional office runs a localized ERP that supports local
currency, tax, and compliance rules (e.g. local tax GST/VAT reporting, payroll regulations, etc.)
(Source: netsuite.com)(Source: grazitti.com). This allows the subsidiary to operate in full compliance
and efficiency in its market, while still regularly syncing key data back to the central system for group
consolidation. For instance, a U.S.-based company might keep Oracle or SAP at HQ, but use
NetSuite OneWorld in European and Asian subsidiaries to easily handle multi-currency accounting
and local statutory reporting (Source: netsuite.com).

o Different Business Models or Industries: When a subsidiary runs a distinct business model or
serves a niche market that the corporate ERP isn't tailored for, a two-tier setup shines. For example,
a parent company might be in product manufacturing, while a subsidiary is focused on software
services or a subscription-based business (Source: netsuite.com). The two units have divergent
processes and require different ERP capabilities (e.g. subscription billing vs. production planning).
Instead of bending one ERP to do everything, the subsidiary can deploy a specialized Tier 2 ERP that
has the needed industry functionality out-of-the-box (Source: netsuite.com)(Source:
mossadams.com). This ensures each business unit has the best-fit tools to be efficient and

competitive in its domain.

e Rapid Growth or Agile Expansion: Fast-growing companies or startups within an enterprise often
need an ERP solution faster and at lower cost than a traditional Tier 1 can be rolled out. If adding a
new business unit or launching a new international branch, time-to-value is crucial. Two-tier ERP
allows the new unit to get up and running on a cloud ERP quickly (sometimes in a matter of weeks),

compared to potentially months or years to extend the corporate system (Source: mossadams.com).
This is particularly useful for temporary or experimental ventures (incubators, joint ventures, etc.)
where the entity needs autonomy and agility. The parent company can thus support innovation and
growth initiatives by giving new teams a flexible Tier 2 system that later can still connect back into
the corporate fold (Source: sap.com)(Source: sap.com).

e Cost Management for Smaller Units: Not all parts of a company can afford the same IT
expenditure. Implementing the central ERP everywhere might simply be cost-prohibitive for smaller
subsidiaries or regional offices. Two-tier strategies let cost-conscious organizations save money by
equipping remote offices with a more affordable cloud ERP, avoiding the heavy licensing and
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infrastructure costs of the Tier 1 system (Source: mossadams.com). The smaller unit pays for what it
needs, and the company avoids paying for surplus capacity. Additionally, maintenance and support

costs can be lower for Tier 2 systems, and a cloud Tier 2 can share IT resources or even be
administered centrally, further reducing overhead (Source: netsuite.com)(Source: netsuite.com).

o Legacy System Coexistence: In some cases, companies use two-tier ERP as a transitional strategy.
They might retain a reliable legacy Tier 1 ERP at the corporate level for certain functions, but deploy a
modern cloud ERP in parallel for new requirements or departments. Over time, more processes may
shift to the Tier 2 system. This hybrid approach can be a stepping stone toward eventually moving
fully to cloud or simply a way to incrementally modernize without risking disruption to the main ERP
(Source: netsuite.com)(Source: sap.com). For example, a firm might keep an old on-premise ERP for
manufacturing, but use NetSuite in its newer e-commerce division and integrate the two. This allows
exploitation of new capabilities (like omnichannel commerce) without disturbing the core production
system.

In all these scenarios, the common thread is that a single one-size-fits-all ERP was not the optimal
solution across the board. Two-tier ERP provides a strategic compromise — maintain the strengths of
the primary ERP where it makes sense, but introduce a second ERP tier to address gaps, reduce
complexity, and move faster at the edges of the enterprise. It's a way to contain the sprawl of disparate
tools (by standardizing subsidiaries on one scalable Tier 2 platform instead of each having its own ad-hoc
systems (Source: netsuite.com)) while avoiding the pain of over-burdening the corporate system with
every local requirement.

Benefits of a Two-Tier ERP Strategy

lllustration: Key benefits of a two-tier ERP strategy. By combining a corporate ERP backbone with agile
subsidiary systems, companies can achieve cost savings, flexibility, simplified processes, faster
deployment, and local compliance in their operations (Source: orbisusa.com)(Source: orbisusa.com).

A two-tier ERP approach offers numerous benefits to enterprises, especially those with diverse or
distributed operations. Below are some of the major advantages realized when implementing a well-
integrated two-tier ERP strategy:

e Cost Savings: A two-tier model can significantly reduce total ERP costs. Rather than extending a
very expensive Tier 1 system to every unit (with additional licenses, hardware, and customizations),
companies implement a lower-cost Tier 2 solution for subsidiaries. Implementation, maintenance,
and upgrade expenses tend to be much more reasonable for these smaller systems (Source:
netsuite.com). In many cases, if multiple subsidiaries are standardized on the same Tier 2 cloud
platform, they can share IT resources or administrative support, further cutting costs (Source:
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netsuite.com). The corporate IT team can avoid hiring as many local IT personnel, or redirect those
resources to more value-added projects. Overall, the organization can eliminate redundant
infrastructure and pay only for the level of system capability each business unit truly needs.

¢ Meeting Specific Local Needs: Two-tier ERP lets each business unit use a system that aligns
closely with its unique requirements. A smaller division might have different accounting rules,
product lines, or sales processes that the corporate ERP wasn't designed to handle in detail. With a
dedicated Tier 2 ERP, that division can have industry- or function-specific features that simply work
better for its operations (Source: netsuite.com). For example, a services subsidiary can use a
services-oriented ERP with built-in project accounting, rather than trying to jury-rig a manufacturing-
focused ERP to do the job. This tailored fit often drives efficiencies that would not be achievable
under a one-size-fits-all system (Source: netsuite.com). The result is improved performance at the
subsidiary level (e.g. faster financial closes, more accurate inventory or project management) which
ultimately benefits the entire enterprise.

e Greater Flexibility and Agility: Because Tier 2 ERPs are generally “lighter” and more configurable,
subsidiaries gain the ability to adapt quickly to changing business conditions. They can modify
processes, add new modules, or roll out new features in their ERP with far less complexity than doing
so in the global Tier 1 system (Source: netsuite.com). This empowers local teams to respond to
market changes or customer demands in a timely manner, without waiting for corporate IT's lengthy
development cycles. For instance, if a subsidiary needs to launch a new e-commerce channel or
implement a new warehouse process, it can often be done within the flexible Tier 2 system rapidly.
The two-tier approach thus encourages innovation at the edges of the organization — smaller units
can pilot new ideas in their own ERP environment — while still keeping core data synced. Flexibility
also extends to organizational changes: it's easier to onboard a new acquisition or spin off a unit
using a Tier 2 template, which can scale as needed.

¢ Local Compliance and Customization: Subsidiaries operating in different regions often face local
regulatory requirements (tax laws, financial reporting standards, data residency laws) and cultural
business practices. A Tier 2 ERP can be selected to accommodate those local requirements out of
the box, such as handling multi-currency transactions, supporting multiple languages, or producing
country-specific tax reports (Source: netsuite.com). This is preferable to heavily customizing a global
system to address each locale's needs. Two-tier strategies improve compliance by allowing local
units to adhere to local laws and standards in their own system, which then feeds summarized data
to corporate. Additionally, any subtle regional differences — from payroll intricacies to market-specific
sales processes — can be handled within the Tier 2 without compromising the integrity of the Tier 1.
This localization capability is a major benefit for global enterprises, as it reduces the risk of non-
compliance and improves user acceptance in each region (since the system feels familiar and
relevant to local users).

Page 7 of 18


https://www.netsuite.com/portal/resource/articles/erp/two-tier-erp.shtml#:~:text=Implementation%2C%20maintenance%20and%20upgrade%20costs,specialized%20ERP%20tailored%20to%20the
https://www.netsuite.com/portal/resource/articles/erp/two-tier-erp.shtml#:~:text=,with%20the%20Tier%201%20system
https://www.netsuite.com/portal/resource/articles/erp/two-tier-erp.shtml#:~:text=,to%20respond%20to%20changes%20in
https://www.netsuite.com/portal/resource/articles/erp/two-tier-erp.shtml#:~:text=,over%20their%20operations%20and%20processes
https://www.netsuite.com/portal/resource/articles/erp/two-tier-erp.shtml#:~:text=,in%20the%20Tier%201%20system
https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/two-tier-erp-strategy-netsuite

m HOUSEBLEND The Two-Tier ERP Model Explained: NetSuite as Tier 2

o Better User Experience and Adoption: Tier 1 enterprise systems, while powerful, are often
complex and intimidating for end-users. They may require extensive training and have user
interfaces that are not very intuitive, especially if heavily customized. In contrast, modern Tier 2
cloud ERPs like NetSuite tend to focus on usability and often provide a cleaner, more user-friendly
interface (Source: netsuite.com). The learning curve for users in a small subsidiary is therefore lower
— employees can become proficient faster and with less formal training. A more navigable system
increases user adoption and compliance with processes (people actually use the ERP rather than
revert to spreadsheets if they find it easy and helpful). This not only boosts productivity but can also
cut training costs and time (Source: netsuite.com). For example, NetSuite's role-based dashboards
and browser-based access make it approachable for non-technical users. Higher adoption at the
subsidiary means better data quality and more realtime information flowing up to corporate.

¢ Faster Implementation and Updates: Deploying a Tier 2 cloud ERP is typically much quicker than a
full-scale Tier 1 project. Cloud ERPs can often be rolled out in phases within a few months or even
weeks, using predefined configurations or templates for common subsidiary scenarios. This speed is
a huge benefit when a new unit comes online and needs a system immediately (such as carving out a
divested entity or launching a new branch) (Source: mossadams.com). Quicker implementation

means the business can start realizing benefits sooner and reduces the period of operating without
an integrated system. Moreover, cloud Tier 2 systems receive regular automatic updates from the
vendor. This means subsidiaries are always on the latest version with minimal effort, gaining new
capabilities continuously. The corporate center benefits because all subsidiaries remain
technologically current and secure, without the need for costly upgrade projects at each site

(Source: sap.com)(Source: sap.com).

e Improved Data Management & Insight: When the two tiers are properly integrated, companies
achieve far better data consistency and visibility than if each subsidiary ran completely siloed
systems. The two-tier model, by design, enforces a degree of standardization (e.g. common data
definitions) across the enterprise, especially if multiple subs use the same Tier 2 platform. By
integrating the ERPs, data is shared in real-time or near-real-time, and central management can get
consolidated reports that include all units (Source: mossadams.com). This improves decision-

making, as executives are not waiting for weeks while disparate spreadsheets are manually
consolidated - instead, they can pull unified dashboards and financials on demand. Enhanced data
accuracy is another benefit: integration eliminates error-prone manual data transfers and ensures
that everyone is working off consistent information (Source: sap.com)(Source: sap.com). For
example, if a product’s price or a customer record is updated in the Tier 1 master database, that
change can sync down to all Tier 2 systems, preventing mismatches. Overall, the two-tier setup
strikes a balance - subsidiaries get the systems and data they need for local operations, while
headquarters gets a coherent enterprise-wide picture without micromanaging every local detail.
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It's important to note that realizing these benefits requires careful planning, especially around how the
two tiers will integrate and govern data. The next section will delve into integration — the linchpin of a

successful two-tier ERP deployment.

Integration: The Key to Two-Tier Success

Integration between the Tier 1 and Tier 2 ERP systems is absolutely critical in a two-tier strategy. Without
proper integration, a two-tier architecture would simply create new silos of information and could even
add complexity rather than reduce it. Successful two-tier deployments treat integration as a first-class
concern, ensuring that the flow of data between corporate and subsidiary systems is timely, accurate,
and well-governed.

At a basic level, integration in two-tier ERP means that certain data and transactions from the Tier 2 ERP
are automatically communicated to the Tier 1 ERP (and sometimes vice versa). This could include
financial postings, such as the subsidiary’s trial balance or invoices, feeding into the corporate general
ledger; it could also include master data like a global customer or product list being synchronized across
systems. Ideally, the integration is real-time or near-real-time, so that headquarters is never operating
on stale information and subsidiaries can receive updates or corporate directives immediately when
needed (Source: netsuite.com)(Source: sap.com). Modern cloud ERPs are making integration easier
through built-in APIs and connectors. In fact, many Tier 2 cloud solutions now come with prebuilt
integration capabilities or templates specifically to connect with common Tier 1 systems (Source:
netsuite.com). For example, NetSuite offers a SuiteConnect integration toolkit to link with SAP or Oracle
financial systems, and has partnerships with integration-platform-as-a-service (iPaaS) providers for

faster connectivity.

From the outset of planning a two-tier ERP, companies should prioritize integration in vendor
selection. An authoritative guide recommends finding a Tier 2 ERP that will “easily integrate with the Tier
1 system to enable master data management” and provide a central, accurate source of enterprise
information (Source: netsuite.com). This ensures that once the two-tier model is in place, the corporate
office can still do consolidated financial reporting, enterprise analytics, and global forecasting without
resorting to manual workarounds. Seamless integration prevents the nightmare scenario of inconsistent
data or duplicate data entry across systems (Source: netsuite.com). It also means processes that span
headquarters and subsidiaries (for instance, intercompany transactions, or a supply chain where a
factory (Tier 1) supplies goods to a sales subsidiary (Tier 2)) can be automated end-to-end.

There are several facets to integration in two-tier ERP: data integration (synchronizing master and
transactional data), process integration (coordinating workflows that involve both tiers), and reporting
integration (consolidating information for analytics) (Source: sap.com)(Source: sap.com). Some
organizations choose to start with minimal integration — maybe just periodic transfer of financial
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statements — and gradually enhance it to cover more real-time operational integration as needed (Source:
sap.com)(Source: sap.com). The right approach depends on business needs and the complexity of
operations. For instance, if the main goal of two-tier is rapid consolidated financials, then ensuring the
chart of accounts aligns and automating the roll-up of subsidiary financial data will be a priority (analytics
integration). If supply chain coordination is critical, then process integration such as automating orders
from the subsidiary to the central manufacturing system will be key (Source: sap.com)(Source: sap.com).
No matter the focus, a well-integrated two-tier ERP yields significant improvements: one SAP study notes
better KPI visibility, supply chain optimization through reduced latency, and streamlined collaboration
thanks to shared data and workflows (Source: sap.com)(Source: sap.com).

For example, Toll Group, a global logistics company, successfully leveraged a two-tier ERP integration
to improve its operations. Toll deployed NetSuite OneWorld as a cloud Tier 2 ERP across five Asia-
Pacific subsidiaries (120 users) and integrated it with the company’s on-premises Tier 1 ERP at
headquarters (Source: netsuite.com). This setup enabled full financial consolidation of those
regional units — NetSuite automatically feeds financial results into the HQ system — and supports
multi-currency accounting (handling Euro, RMB, USD, HKD, SGD, AUD within NetSuite) in line with
each subsidiary’s local needs (Source: netsuite.com). The two-tier integration gives Toll real-time
visibility into the performance of its Asian divisions, something previously impossible with their old
disconnected local systems. According to Toll's managers, the two-tier model with NetSuite
dramatically reduced the manual effort of reconciling data and provided visibility and control they
“could only dream of” when subsidiaries were on separate tools (Source: netsuite.com). This case
underscores how vital integration is: NetSuite’s seamless data exchange with HQ meant Toll’s
leadership could trust that despite using two ERPs, they effectively had one unified system for

decision-making.

In practical terms, achieving robust integration may involve using middleware or integration platforms to
connect the ERP tiers. Many enterprises use tools like Dell Boomi, MuleSoft, or Oracle Integration Cloud
to build interfaces between NetSuite (or another Tier 2) and their Tier 1 ERP. Others might use the
vendor's own integration capabilities — for instance, NetSuite’s SuiteTalk APIs or SAP’'s Cloud Platform
Integration services. The technical approach can vary, but the objectives are the same: data
consistency, no duplicate entry, and end-to-end process flow. It's also important to establish
governance for master data (e.g., decide whether certain master records are created only in Tier 1 and
pushed to Tier 2, or vice versa) to maintain that single source of truth (Source: sap.com).

Ultimately, integration is what makes two-tier ERP a coherent strategy instead of just a collection of
disparate systems. When done right, the organization reaps the benefits of agility at the edges without
sacrificing the oversight and insight from the center. With advanced integration technology and cloud
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APIs, companies in 2025 are far better equipped to link systems in real-time than they were in the past -
which is why analysts note that two-tier ERP is more viable and popular now than ever (Source:
netsuite.com)(Source: netsuite.com).

Key Considerations for Implementing Two-Tier ERP

Adopting a two-tier ERP model requires careful planning to ensure the approach delivers on its promises.
Beyond the high-level benefits, companies must address some practical considerations during selection
and implementation. Below are key factors and best practices to consider when pursuing a two-tier ERP
strategy:

1. Define Requirements Clearly: Begin by documenting the specific needs of each subsidiary or
business unit that will use a Tier 2 system. This includes mapping out the business processes that
the Tier 2 ERP must support, the types of data that need to be managed, the transaction volumes,
and any unique regulatory or reporting requirements for those units (Source: mossadams.com). Also

consider the size and complexity of each subsidiary — a small sales office might need a very light
solution, whereas a manufacturing plant will need more modules (production, inventory, etc.).
Defining these requirements helps in choosing the right Tier 2 software and ensures it complements
the Tier 1 without duplicating functionality.

2. Evaluate and Select the Right Vendors: Research ERP vendors that offer solutions aligned to the
needs of your Tier 2 entities. Important factors include the vendor's experience in your industry (do
they offer industry-specific capabilities that match the subsidiary’s business?), the scalability of their
solution, and of course the total cost (license/subscription, implementation, and ongoing operation)
(Source: mossadams.com). Also evaluate the vendor’'s support and training offerings, since a

successful rollout at remote units may need solid vendor backing. If your Tier 1 ERP vendor has a Tier
2 offering (as SAP and Oracle do), put those on the shortlist, but also compare independent
providers like NetSuite, Acumatica, or others that might better fit your scenario. The goal is to find a
vendor that not only provides the software, but is a partner in making two-tier work (for example,
some vendors have pre-built integrations to certain Tier 1 systems, which is a big plus).

3. Ensure Integration Capabilities: As emphasized, verify that any Tier 2 ERP under consideration can
integrate smoothly with your Tier 1. Ask vendors for specific integration tools or case studies of their
software working with your corporate ERP. Ideally, choose a system that “plays well” with others -
this might mean having robust APls, connectors, or an integration platform included (Source:
mossadams.com). During implementation, allocate resources to develop and test the data flows

between Tier 1 and Tier 2; integration should not be an afterthought. Many organizations opt to
implement a two-tier ERP in parallel with an integration/middleware project to connect the systems.
It's wise to involve experienced systems integrators or consultants who have done two-tier links (for
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example, linking NetSuite to SAP) to avoid pitfalls. Consistent and accurate data sharing is the
backbone of two-tier success, so integration requirements must be baked into the project plan from
day one.

4. Evaluate Total Costs and ROI: Look beyond just software subscription fees when analyzing the
economics of two-tier ERP. Consider the total cost of ownership of adding a Tier 2 system:
implementation services, training, data migration, integration development, and ongoing
maintenance/support all contribute to cost (Source: mossadams.com). Compare this to the cost of

extending or customizing the Tier 1 system to do the same job — often two-tier will be cheaper, but
quantifying the difference helps build the business case. Also factor in potential cost savings (for
instance, reducing manual reporting effort, avoiding heavy upgrade fees for the Tier 1, etc.) that the
two-tier model will enable. Many companies choose two-tier specifically for cost efficiency, so it's
important to track if the strategy indeed lowers IT spend per subsidiary or shortens deployment
times, thereby providing a faster return on investment.

5. Consider the User Experience: When rolling out a Tier 2 ERP to a subsidiary, the usability of the
system can determine how quickly the new processes are adopted. Assess candidate systems for
how intuitive and user-friendly they are (Source: mossadams.com). Can employees at the division

easily learn to use the software with minimal training? Does the interface provide role-based views so
each user sees what they need for their job? A positive user experience will drive higher adoption
across your subsidiaries and less resistance to the change. It's also tied to efficiency — an ERP that's
clunky might slow down work or lead people to find workarounds. As part of software demos or trials,
involve some end-users from the subsidiary level to get feedback on ease of use. Features like
mobile access, local language support, and workflow automation can greatly enhance productivity
and acceptance in the smaller units.

6. Validate and Get Buy-in from Stakeholders: Successful two-tier ERP projects require not just
executive sponsorship but also local stakeholder buy-in. Engage the management teams at
subsidiaries or divisions in the selection process; incorporate their input on requirements and
solution evaluation. Before full deployment, consider running a pilot or conference room pilot where
key end-users can interact with the new Tier 2 system and ensure it meets their needs (Source:
mossadams.com). This validation phase can surface any gaps and also help build enthusiasm among

users by showing them how the new system will improve their work. Change management is crucial —
communicate clearly why the two-tier approach is being taken (e.g. “to give you a more suitable tool
than the corporate system"”) so that subsidiary staff view it as an enablement, not an imposition.
Training and support plans should be in place so that when the new ERP goes live at a remote unit,
users feel prepared and supported. The human factor — user adoption and confidence - ultimately
determines whether the theoretical benefits of two-tier ERP are realized in practice.
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By carefully considering these factors, enterprises can avoid common pitfalls and ensure their two-tier
ERP initiative delivers value. Essentially, treat a two-tier rollout as you would any major ERP project: with
disciplined project management, clear requirements, executive sponsorship, and attention to change
management. The difference here is you are coordinating between central and local systems, so
maintaining alignment between those teams is key.

Why NetSuite for Two-Tier ERP?

When it comes to choosing a Tier 2 ERP solution, Oracle NetSuite is frequently highlighted as a top
choice, especially for two-tier implementations alongside a Tier 1 like SAP or Oracle at the corporate
level. NetSuite, a cloud ERP pioneer, brings a combination of flexibility, rich functionality, and integration
capability that aligns well with the needs of subsidiaries and fast-moving divisions. Here are several

reasons why NetSuite is often used in two-tier ERP strategies:

¢ Flexibility: NetSuite is known for being highly customizable and adaptable. Companies can configure
NetSuite's workflows, forms, and modules extensively without heavy development, allowing each
subsidiary or location to tailor the system to its specific processes (Source: mossadams.com). This

flexibility means that whether a division is doing retail, professional services, or light manufacturing,
NetSuite can be tweaked to fit those needs. It also supports multi-subsidiary configurations within
one instance (NetSuite OneWorld), so a single NetSuite deployment can accommodate multiple
entities with different requirements, while still maintaining some global standards. This level of
customization and multi-entity support empowers diverse business units to all use NetSuite in ways
that make sense for them.

¢ Built-In Integration: NetSuite was designed with openness in mind, and it includes a full
integration platform (SuiteCloud Platform) as part of the software (Source: mossadams.com). It

offers web services APIs (SuiteTalk), REST APIs, and integration connectors that facilitate connecting
NetSuite to other enterprise systems. In a two-tier scenario, NetSuite's integration friendliness is a
major asset — it can share data with the Tier 1 ERP smoothly. NetSuite has documented
methodologies for two-tier setups, for example integrating with SAP, and many third-party tools (like
Boomi, Celigo, etc.) have pre-built NetSuite connectors. This allows data to flow from the subsidiary
level up to corporate in an automated way. The fact that NetSuite's integration platform is native
means companies don't have to bolt on a separate middleware just to get started; they can often
leverage SuiteCloud tools to do a lot of the heavy lifting. In short, NetSuite supports two-tier ERP
by design, ensuring subsidiaries’ data and processes can tie into headquarters’ system of record
(Source: mossadams.com).
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e Comprehensive Functionality: Despite being lighter than a Tier 1, NetSuite is a full-featured ERP
suite. It includes modules for financial management (GL, AP, AR), inventory and order management,
procurement, CRM, human resources, professional services automation, e-commerce, and more

(Source: mossadams.com). This breadth of functionality means a subsidiary running NetSuite can
manage most of its end-to-end processes on one platform without needing a patchwork of different
software. NetSuite also offers industry-specific editions and modules (for wholesale distribution,
manufacturing, software, nonprofit, etc.) which provide pre-tailored features and workflows for those
sectors (Source: mossadams.com). For example, a manufacturing plant can use NetSuite’s work

orders and assembly management, while a software subsidiary might use NetSuite's subscription
billing or revenue recognition features. By covering a wide range of needs, NetSuite ensures that
each specialized business unit has the tools it requires — and those can often rival the depth of
functionality of the Tier 1 system, but optimized for a smaller scale. This makes NetSuite an excellent
choice to empower subsidiaries with robust capabilities while still being easier to use.

¢ Cloud-Based and Scalable: NetSuite is delivered entirely as a cloud (SaaS) solution, which brings
all the cloud advantages: quick deployment, no on-premise servers to maintain, and easy access
from anywhere (Source: mossadams.com). For organizations with multiple subsidiaries around the

world, NetSuite's cloud nature is crucial — new locations can be added by simply provisioning new
users or subsidiaries in the system, without lengthy IT projects on site. Updates and maintenance are
handled by NetSuite centrally, so all subsidiaries are always on the latest version and security patch
level. This relieves local IT burden and keeps costs predictable (via subscription pricing). The
scalability of cloud means if a subsidiary grows or if transaction volumes spike, NetSuite can scale up
seamlessly. Additionally, a cloud system like NetSuite is great for dispersed teams, enabling remote
or traveling staff at subsidiaries to access the ERP via a web browser or mobile app. For a two-tier
strategy, NetSuite’s cloud model means faster rollout to far-flung units and easier centralized
management of the overall ERP landscape (Source: mossadams.com). Companies can monitor and

even administer their subsidiary systems from headquarters, since everything is online.

e User-Friendly Interface: NetSuite is often praised for having a more intuitive, modern user
interface compared to traditional legacy ERPs. It provides role-based dashboards, customizable
reports, and a navigable Ul that can ease the transition for subsidiary users (Source:

mossadams.com). Each user (sales rep, warehouse manager, accountant, etc.) can have a

personalized home dashboard in NetSuite showing them real-time KPIs and tasks relevant to their
role. This user-centric design drives higher adoption rates; employees are more likely to fully utilize
the system’s features. From a two-tier perspective, a user-friendly Tier 2 ERP like NetSuite means
subsidiaries need less training and can become self-sufficient more quickly, which accelerates the
benefits realization. It also fosters trust in the system — users in the field will input data more
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diligently if the system is easy to use and provides value to them in return via analytics and insights.
NetSuite's interface and strong reporting tools help turn frontline data into useful information, which
ultimately flows up to corporate for better decision-making (Source: mossadams.com).

e Multi-Entity Management (NetSuite OneWorld): NetSuite's OneWorld module is particularly
relevant in two-tier scenarios. OneWorld allows a single NetSuite account to manage multiple legal
entities, with support for multiple currencies, languages, and localized taxation rules. This
means an organization can roll out NetSuite to, say, a dozen international subsidiaries within one
unified environment, while still segregating each subsidiary’s data and configurations as needed.
OneWorld facilitates consolidated financials at the push of a button — it can automatically roll up
subsidiary books to parent currency and accounts — which is a huge benefit for corporate reporting
(Source: netsuite.com). It also handles intercompany transactions natively, simplifying reconciliation
between Tier 1 and Tier 2. In practice, many companies use NetSuite OneWorld at Tier 2 to
harmonize their global subsidiaries and then integrate OneWorld's consolidated results with the Tier 1
system at HQ. The ability to maintain centralized control and visibility over all subsidiary
operations within NetSuite is a strong advantage. For example, headquarters can enforce certain
standard processes or data structures across all NetSuite subsidiaries, even while each runs
autonomously day-to-day.

e Proven Track Record and Ecosystem: NetSuite has been adopted by over 36,000 organizations
worldwide(Source: mossadams.com), including many that use it in a two-tier model. Its longevity in

the cloud ERP space (20+ years) means it has a mature ecosystem of integration partners, third-
party add-on applications, and experienced consultants. Companies choosing NetSuite for two-tier
can tap into this ecosystem for solutions to specific needs (e.g., Shopify integration for e-commerce,
or specialized local payroll add-ons) that plug into NetSuite. Oracle's backing of NetSuite also means
continuous investment in the product’s capabilities and integration tools, ensuring it remains at the
cutting edge of cloud ERP. Numerous case studies have shown NetSuite effectively coexisting with
larger ERP environments — for instance, running as the ERP for regional divisions while SAP handles
corporate books — validating its suitability for the two-tier role. This track record gives confidence
that NetSuite can handle the demands of a Tier 2 deployment at scale and over the long term. Even
large enterprises like Jollibee Foods (multi-country restaurant chain) and NTT (global IT services)
have reportedly used NetSuite in parts of their operations alongside Tier 1 systems, demonstrating
that NetSuite can operate in complex, distributed IT landscapes.

Real-world success stories illustrate NetSuite's strengths in a two-tier strategy. Recall the earlier example
of Toll Group: they used NetSuite OneWorld to empower their Asia-Pacific subsidiaries while preserving
their Oracle ERP at HQ (Source: netsuite.com). NetSuite enabled those local operations to replace a
tangle of spreadsheets and local apps with a unified cloud system, integrated back to HQ, supporting
multiple currencies and delivering real-time financial visibility that the head office could never achieve
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previously (Source: netsuite.com). This showcases how NetSuite effectively served as the Tier 2 solution,
dramatically improving subsidiary efficiency and transparency without forcing a change to the core ERP.
Many similar cases exist across industries, where NetSuite brings agility to the edges of an enterprise.

In summary, NetSuite hits the sweet spot for two-tier ERP: it's robust enough to run a diverse array of
subsidiary business processes, yet agile and user-friendly enough to be deployed rapidly and used
effectively by local teams. Its inherent cloud architecture and integration-ready design specifically
support the goal of a unified but distributed ERP environment. For companies seeking to execute a two-
tier ERP strategy, NetSuite provides the tools to do so with a minimal learning curve and maximum
flexibility, all while ensuring the parent company retains oversight through consolidated data and easy
integration.

Conclusion

The two-tier ERP approach — maintaining a core ERP at the corporate level and a different ERP solution
for subsidiaries — has proven to be a powerful strategy for enterprises navigating the challenges of
growth, globalization, and digital transformation. By leveraging cloud-based systems like NetSuite at the
Tier 2 level, organizations can achieve a balance between centralized control and localized agility.
Headquarters continues to benefit from a stable, comprehensive ERP for group-wide functions and
financial consolidation, while smaller business units gain the freedom to operate with an ERP that fits
their scale and special requirements. When integrated properly, the two-tier model yields a unified
enterprise view without imposing uniformity on every operational detail.

Industry analysts note that two-tier ERP is not just a passing trend but a sustainable model for many large
businesses. Gartner, for instance, advises that big organizations should “assess whether a two-tier ERP
strategy would offer more business benefit than a single-tier one, especially by modernizing small,
potentially fast-growing business units.”(Source: netsuite.com) In many cases, the answer is yes — the
two-tier strategy delivers greater business agility, faster deployments, and the ability to incorporate
acquisitions or new ventures with minimal disruption. It allows IT strategy to closely align with business
structure: a multi-tiered business can be mirrored by a multi-tiered systems architecture that optimizes
for each layer.

Of course, success with two-tier ERP depends on thoughtful execution. Companies must invest in
integration and governance to avoid data fragmentation. They should also foster collaboration between
corporate IT and local IT/business teams to ensure the two-tier setup works harmoniously. The reward,
however, is a more resilient and responsive organization. Local teams empowered with modern cloud
tools can innovate and excel, while leadership retains visibility into all corners of the enterprise.
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Oracle NetSuite's role in this landscape exemplifies how a cloud ERP can function as the agile second tier
that plugs into a larger machine. With its strong combination of flexibility, functionality, and integrative
power, NetSuite has enabled many enterprises to realize the two-tier vision — driving efficiency at the
subsidiary level and harmonizing operations across the entire company. As we advance further into
the cloud era, two-tier ERP strategies are likely to become even more prevalent. They offer a pragmatic
way to embrace cloud innovation and niche solutions without discarding past IT investments in core
systems. In a business world that demands both speed and control, two-tier ERP with solutions like
NetSuite provides a compelling formula: think globally, act locally — and stay connected.

Sources: The insights and examples in this article were drawn from a variety of industry resources,
including NetSuite’s own white papers on two-tier ERP (Source: netsuite.com)(Source: netsuite.com),

consultant analyses on ERP strategies (Source: mossadams.com)(Source: mossadams.com), case
studies such as the Toll Group deployment (Source: netsuite.com)(Source: netsuite.com), and expert
commentary on ERP trends through 2025 (Source: netsuite.com)(Source: netsuite.com). These sources
underscore the growing importance of two-tier ERP and the key considerations for making it work in
practice. By studying these materials and real-world outcomes, professionals can better evaluate if and
how a two-tier ERP model could benefit their own organizations.

Tags: two-tier erp, erp strategy, netsuite, cloud erp, data integration, tier 1 erp, tier 2 erp

About Houseblend

HouseBlend.io is a specialist NetSuite™ consultancy built for organizations that want ERP and integration projects
to accelerate growth—not slow it down. Founded in Montréal in 2019, the firm has become a trusted partner for
venture-backed scale-ups and global mid-market enterprises that rely on mission-critical data flows across
commerce, finance and operations. HouseBlend's mandate is simple: blend proven business process design with
deep technical execution so that clients unlock the full potential of NetSuite while maintaining the agility that first
made them successful.

Much of that momentum comes from founder and Managing Partner Nicolas Bean, a former Olympic-level athlete
and 15-year NetSuite veteran. Bean holds a bachelor’s degree in Industrial Engineering from Ecole Polytechnique
de Montréal and is triple-certified as a NetSuite ERP Consultant, Administrator and SuiteAnalytics User. His
résumé includes four end-to-end corporate turnarounds—two of them M&A exits—giving him a rare ability to
translate boardroom strategy into line-of-business realities. Clients frequently cite his direct, “coach-style”
leadership for keeping programs on time, on budget and firmly aligned to ROI.

End-to-end NetSuite delivery. HouseBlend's core practice covers the full ERP life-cycle: readiness assessments,
Solution Design Documents, agile implementation sprints, remediation of legacy customisations, data migration,
user training and post-go-live hyper-care. Integration work is conducted by in-house developers certified on
SuiteScript, SuiteTalk and RESTlets, ensuring that Shopify, Amazon, Salesforce, HubSpot and more than 100 other
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SaaS endpoints exchange data with NetSuite in real time. The goal is a single source of truth that collapses
manual reconciliation and unlocks enterprise-wide analytics.

Managed Application Services (MAS). Once live, clients can outsource day-to-day NetSuite and Celigo®
administration to HouseBlend's MAS pod. The service delivers proactive monitoring, release-cycle regression
testing, dashboard and report tuning, and 24 x 5 functional support—at a predictable monthly rate. By combining
fractional architects with on-demand developers, MAS gives CFOs a scalable alternative to hiring an internal team,
while guaranteeing that new NetSuite features (e.g., OAuth 2.0, Al-driven insights) are adopted securely and on
schedule.

Vertical focus on digital-first brands. Although HouseBlend is platform-agnostic, the firm has carved out a
reputation among e-commerce operators who run omnichannel storefronts on Shopify, BigCommerce or Amazon
FBA. For these clients, the team frequently layers Celigo’s iPaaS connectors onto NetSuite to automate fulfilment,
3PL inventory sync and revenue recognition—removing the swivel-chair work that throttles scale. An in-house
R&D group also publishes "blend recipes” via the company blog, sharing optimisation playbooks and KPIs that cut
time-to-value for repeatable use-cases.

Methodology and culture. Projects follow a "many touch-points, zero surprises” cadence: weekly executive
stand-ups, sprint demos every ten business days, and a living RAID log that keeps risk, assumptions, issues and
dependencies transparent to all stakeholders. Internally, consultants pursue ongoing certification tracks and pair
with senior architects in a deliberate mentorship model that sustains institutional knowledge. The result is a
delivery organisation that can flex from tactical quick-wins to multi-year transformation roadmaps without
compromising quality.

Why it matters. In a market where ERP initiatives have historically been synonymous with cost overruns,
HouseBlend is reframing NetSuite as a growth asset. Whether preparing a VC-backed retailer for its next funding
round or rationalising processes after acquisition, the firm delivers the technical depth, operational discipline and
business empathy required to make complex integrations invisible—and powerful—for the people who depend on
them every day.

DISCLAIMER

This document is provided for informational purposes only. No representations or warranties are made regarding the
accuracy, completeness, or reliability of its contents. Any use of this information is at your own risk. Houseblend shall not be
liable for any damages arising from the use of this document. This content may include material generated with assistance
from artificial intelligence tools, which may contain errors or inaccuracies. Readers should verify critical information
independently. All product names, trademarks, and registered trademarks mentioned are property of their respective owners
and are used for identification purposes only. Use of these names does not imply endorsement. This document does not

constitute professional or legal advice. For specific guidance related to your needs, please consult qualified professionals.
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