weak links in the system so that these bugs could be Tixed before ‘going-live”.

bl how the system. The employees

are given training on to use the system. The
Wﬁu:ﬂm?:::\em“ systemSI are identified and are grouped based on their current
shifts. Then each group is given training on the new system. The training should provide the
participants an overall view of the system and how individual actions would affect the entire
system. Also each employee is trained on the job or task that he/she is supposed to perform
once the system “goes-live”. End user training is very crucial as the success of the ERP system
is in the hands of the end users.
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10. “Going-live”

At this phase, the work is almost complete ~data conversion is done,
and running, the prototype is fully configured and tested and ready 1o 8O o)
the new system is “live”, the old system is removed
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11. Post implementation

Once the implementation is over, the vendors and hired consultants will leave !
company. To get the full beneits of ERP system, the system should get compen, ™ v
acceptance. Enough trained employees should be available to handle the Problems thay e
crop-up. There should be people who have the technical competency to make the nec essar ‘ ‘
improvements in the system as and when required. The system must be upgraded a¢ ‘ml" :
when new versions or new technologies are introduced. The company should analyse the
costs and benefits of any new version of ERP system offered by the vendors

Night

Everyone who uses the systems needs to be trained on how they work, how they relate
to the business process and how a transaction ripples through the entire company. The post
implementation training is a continuous, never-ending process as new people will always be
coming in and new functions will always be entering the organisation

WEB based ERP and Related E-Busi Soft

The value of e-business relies on a company’s ability to integrate their internal processes
with external suppliers, customers and other companies. First-generation ERP systems did not
have the ability to interact outside the company with other ERP systems, with e-businesses or
directly with suppliers or customers. The second generation of ERP (called ERP I| , Or extended
ERP or XRP) enabled the vendors to create web-centric systems by consolidating data and
allowing dynamic access from various clients.

ERP systems provide vast amounts of data for analysis. Powerful new analytic tools and
applications that capitalize on ERP's central depository of data have been developed by software

vendors, for example, software system such as Customer Relationship Management (CRM)
Supply Chain Management (SCM) and Collaborative Product Commerce (CPC)

C Relationship M. (CRM)

Software plans and executes business processes that involve customer interaction such
as marketing, sales fulfillment and service. CRM shifts the focus from managing products to

r profiles, sales force automation, and
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Exhibit 26.5 : ERP and Related Software Systems
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ERP systom J Toggtber with the modules mentioned earlier, the ERP system provides an integrated
provides an information technology strategy for effectively managing the entire enterprise. ERP connecs
intograted processes that belong together, giving every employee fast, ¢ ient access to the informatio
Ialormatien required for their jobs. As shown in Exhibit 26.3, ERP creates a central depository for
tochnology strategy ’s daf . 1 E - ny
prter ks pany’s data which the company to perform various business analyses. A comp:nd
managingthe anre <2 QUickly access data in real time related to forecasting and planning, purchasing
enterpriso. materials mManagement, product distrib

and accounting and financial managemen! %

3 . uction
il o skl quickly and efficiently. It can help schedule its prod

that it can deploy its resources
demand and reduce inventory levels.
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Exhibit 26.3 : ERP System’s Central Database
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ERP Implementation

In the past, many companies have failed to achieve the desired results after spendi tovelend
huge amoums_o_l money and time for ERP implementation (for example, Dow chem.cﬁrﬁ;\f ~ “r-
wl h_al( a billion dollars and 7 years implementing an ERP system which was found 1o be i mplementation
ineffective). As a consequence, the second generation ERP systems (known as ERP Il ) were t"_"'"
developed. These are different from the first generation ERP systems. They offer stand-alone M‘-‘| -
modules and open architecture. Companies can choose the modules they want to install and processas.
can even choose a collection of modules from different vendors ~ the “best-of-breed” approach, . peermining
But single source ERP systems are easier to integrate while “best-of-breed” systems may provide which ERP
a better match with organisational needs. .

Analysing business processes is the first step in the implementation of ERP, Because ERP ::'-‘"‘ -:
is an integrated technology that pervades and connects all parts of an enterprise, it usually
changes the way a firm makes decisions. Therefore, its implementation requires major changes
in a firm’s organisational structure and business processes. To guide the firms to implement
ERP, vendors of ERP packages have designed their own softwares around best practices for
specific industri For ple, many industries such as pace, defense, apparel,

ive, chemicals, c products, engi g and construction, health care, high-
tech industries, insurance, media, oil and gas, pharmaceuticals, the public sector, real estate,
retail, telecommunications and utilities have successfully implemented ERP Systems. Companies
have two choices in their effort to implement ERP (i) use the software as a blue print for how
their processes should operate and adjust their processes or (i) map out their own business
processes and customize the software accordingly.

The second step is to determine which ERP modules to implement and how they sbquld
be configured. It is a process-oriented decision rather than a technology oriented decision.
Questions to be answered before taking the decision regarding the ERP modules to be selected
and their configuration to be used are :

\)‘ Froduction and Operations Menagameny

scheduled. Huge investments involved in the purchase of ERP packages makes syjy, i
from one package to another almost impossible, hence the necessity for “doing it "V: the
first time* approach in this phase.

Once the packages to be evaluated are identified, selection criteria should be developeg
by the company to evaluate all the alternative packages on the same scale. To choose the best
system, the company should identify the system that meets the business needs, matches the
business profile and identifies with the business practices of the company. While it is impossible
1o get a system that will perform exactly as the company does its business, the aim should be

1o select the system that has the least number of differences.

Some of the factors that should be considered while evaluating and selecting the grp
software are :

(i) Functional fit with the company’s business processes
(i) Degree of ion b the various comp of the ERP system




a better match with organisational needs. modules to be
Analysing business processes is the first step in the implementation of ERP, Because ERP how to configure
is an integrated technology that pervades and connects all parts of an enterprise, it usually them.
changes the way a firm makes decisions. Therefore, its implementation requires major changes
in a firm’s organisational structure and business processes. To guide the firms to implement
ERP, vendors of ERP packages have designed their own softwares around best practices for
specific industries. For example, many industries such as aerospace, defense, apparel,
ive, chemicals, ¢ products, engi ing and construction, health care, high-
tech industries, insurance, media, oil and gas, pharmaceuticals, the public sector, real estate,
retail, telecommunications and utilities have successfully implemented ERP Systems. Funpan ies
have two choices in their effort to implement ERP (i) use the software as a bhfe print for .how
their processes should operate and adjust their processes or (ii) map out their own business
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Questions 1o be answered before taking the decision regarding the ERP modules to be selected
and their configuration to be used are :

@— e

scheduled. Huge investments involved in the purchase of ERP packages makes
from one package to another almost impossible, hence the necessity for “doing it right ":
first time* approach in this phase.
Once the packages to be evaluated are identified, selection criteria should be
by the company to evaluate all the alternative packages on the same scale. To choose the best
system, the company should identify the system that meets the business needs, matches the
business profile and identifies with the business practices of the company. While it is
to get a system that will perform exactly as the company does its business, the aim should be
to select the system that has the least number of differences.
Some of the factors that should be considered while evaluating and selecting the Erp
software are :

(i) Functional fit with the company’s business processes
(i) Degree of integration between the various components of the ERP system
(iii) Complexity
(iv) Flexibility and scalability
(v) User friendliness
(vi) Implementation time
(vii) Technology

(viii) A of c ization required

(ix) Total costs (including cost of license,
C isation and h i

3. Project Planning
In this phase the impl ion process is designed and the details of how to go about

the implementation are decided. (i.e., determining time schedules, dead lines etc.). The project
plan includes the following:

(i) Identification of roles and assigi of responsibilities to individual —
ERP implementation team.

(i) Decision regarding the organisation resources to be used.
(iii) Identification of person to head the ERP implementation team.
(iv) Selection of impl ion team bers and allocation of tasks to them.

(v) Decision regarding when to begin the project, how to do it and when the project
should be completed.

Also to the following questions must be found and included * *  * ~olan.
(a) What to do in case of contingencies?
(b) How to the progress of the impl 2 8/12

(©) What control measures should be installed? and
(d) What corrective actions should be taken when things go out of control?

4. Gap Analysis

This is the most crucial phase in the ERP implementation. Ga is helps
. Gap analysis
companies to create a complete model of where they are now and in which direction they
want to head in the future. Even the best ERP package, custom-tailored to a
functional requirements meets only 80% of the c y’s functional and the

qf &

remaining 20% of the requirements should be met by the company’s business reengineeriné

_ nterprise Planning i
Reengineering —\n"' /

The human factors are considered in this phase. “R
(onnoﬂm"’ in ERP implementation settings. They are:
(i) using ERP to aid in downsizing efforts
(i) using ERP for busi process
and a busi process impl

5

ing” has two diff

8 ing involving a technical implementation
on.

In the first connotation, companies usually purchase an ERP pa i i
reducing significant numbers of employees (i.e., downsizing). While :/ecr:aigl:i’:::l;:?e:::l‘i::
involves some change in job responsibilities due to automation and efficient processes, it is
best to treat ERP as an investment as well as a cost-cutting measure rather then a 100l for
down.snzm'g. In ?he second connotation, ERP is used as a means for business process
.eengmfenng which involves two closely linked implementations: the technical implementation
and a process impl ion. This approach emphasizes the human element of
necessary change within organisations.

6. Configuration
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The human faqors are considered in this phase. “R ing” has two diff
connotations in ERP impl ion settings. They are:
(i) using ERP to aid in downsizing efforts
(i) using ERP for busi process gineering involving a technical impl
and a busi process impl. ion.
In the first connotation, companies usually purchase an ERP package with the aim of
reducing significant bers of employees (i.e., d

izing). While every ERP implementation
involves some change in job responsibilities due to automation and efficient processes, it is
best to treat ERP as an investment as well as a cost-cutting measure rather then a tool for
down_sizin.g. In the second connotation, ERP is used as a means for business process
reengineering which involves two closely linked implementations: the technical implementation
and a busi process impl

p ion. This approach emphasizes the human element of
necessary change within organisations.

6. Configuration

This is the main functional area of the ERP implementation project. What is desired in
ERP implementation is “synchronizing existing company practices with the ERP package rather
than customizing it to suit the company:. In order to do so, business processes have to be

understood and mapped in such a way that the arrived at solutions match with the overall
objectives and goals of the company.

p ype - a simulation of the actual busi p of the company is tested in a
controlled environment. This helps to solve any logical probl: inh in the b
process reengineering before the actual “go-line” implementation.

Configuring a company’s system reveals the gths and k ofac s

business process. This would help in explaining what won't fit into the package and whe
the gaps in functionality occur.

7. Training of implementation team

The implementation team must be trained regarding how to implement the system and
later run the system. After the implementation is over, the ERP vendors and hired consultants
will leave the company and the company should be able to run the ERP system on its own.
Hence a good in-house team should be developed to run the ERP system.

8. Testing

The ERP system is tested using real case scenarios such as system overloads, multiple
users logging on at the same time with the same query, users entering invalid data, hackers
trying to access restricted areas etc. The test cases must be designed specifically to find the
weak links in the system so that these bugs could be fixed before ‘going-live”.

9. End User Training

Actual users of the system are given training on how to use the system. The employees
who are going to use the new system are identified and are grouped based on their current
shifts. Then each group is given training on the new system. The training should provide the
Participants an overall view of the system and how individual actions would affect the entire
system. Also each employee is trained on the job or task that he/she is supposed to perform
once the system “goes-live”. End user training is very crucial as the success of the ERP system
is in the hands of the end users.

. — e Production and Operation, Man
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10. “Going-live”

At this phase, the work is almost complete ~data conversion is done, databy
and running, the prototype is fully configured and tested and ready to go OD"mn.(,\,"\ are o
the new system is *live”, the old system is removed. "al. Oneq
11. Post implementation
Once the implementation is over, the vendors and hired consultants will 1g,
company. To get the full benefits of ERP system, the system should g€t com,
acceptance. Enough trained employees should be available to handle the prob|e
crop-up. There should be people who have the technical competency to make

improvements in the system as and when required. The system must be upgrad

ed as
when new versions or new technologies are introduced. The company should &nalysu‘w‘u
costs and benefits of any new version of ERP system offered by the vendors, Y

Everyone who uses the systems needs to be trained on how they work, how
to the business process and how a transaction ripples through the entire compan
implementation training is a continuous, never-ending process as new people wil
coming in and new functions will always be entering the organisation.

WEB based ERP and Related E-Busi Soft

The value of e-business relies on a company’s ability to integrate their internal processes

ies, First-generation ERP systems did not
have the ability to interact outside the company with other ERP systems, with e-businesses or
directly with suppliers or customers. The second generation of ERP (called ERP || , Or extended
ERP or XRP) enabled the vendors to create web-centric systems by consolidating data and

with external suppliers, ¢ and other cor

allowing dynamic access from various clients,

ERP systems provide vast amounts of data for analysis. Powerful new
applications that capitalize on ERP’s central depacitary of data have haam oo .
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ERP implementation team. 1

(ii) Decision regarding the organisation resources to be used.
(iii) Identification of person to head the ERP implementation team.
(iv) Selection of impl ion team bers and allocation of tasks to them.
(v) Decision regarding when to begin the project, how to do it and when the project
should be completed.
Also to the following ions must be found and included in the project plan.
(a) What to do in case of contingencies?
(b) How to itor the progress of the impl ion?
(c) What control should be installed? and
(d) What corrective actions should be taken when things go out of control?
4. Gap Analysis
This ':o the most cruc_ial phase in the ERP implementation. Gap analysis ":L’;
m!ohudmaﬁnm; - model of where they are now and in which direction

; - Even the best ERP package, custom-tailored to a company’s
functional requirements meets only 80% of the ,'sfmcﬂomlo ts and the
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ing involving a technical implementation

'f' Ihe ﬁ!st connotation, companies usually purchase an ERP package with the aim of
reducing significant .‘ of employees (i.e., d izing). While every ERP implementation
involves some change in job responsibilities due to automation and efficient processes, it is
best 1o treat ERP as an investment as well as a cost-cutting measure rather then a tool for
downsizing. In the second connotation, ERP is used as a means for business process

:eeno'n:eringwhidn involves two closely linked impl the technical impl|
and 2 process impl ion. This approach emphasizes the human element of
necessary change within organisations.
6. Configuration

‘Thi? is the @ain. functioll\al area of the ERP implementation project. What is desired in
ERP entation s “sync ing existing ¢ y practices with the ERP package rather
than customizing it to suit the company:. In order to do so, business processes have to be

W and mapped in such a way that the arrived at solutions match with the overall
objectives and goals of the company.

Ap ype - a si of the actual b processes of the company is tested in a
controlled etvyironmenm This helps to solve any logical probl i in the busi
process reengineering before the actual *go-line* implementation.

Configuring a company’s system reveals the gths and weal ofac ’s

business process. This would help in explaining what won't fit into the package and where
the gaps in functionality occur.

7. Training of implementation team
The implementation team must be trained regarding how to implement the system and
later run the system. After the implementation is over, the ERP vendors and hired consultants

will leave the company and the company should be able to run the ERP system on its own.
Hence a good in-house team should be developed to run the ERP system.

8. Testing

The ERP system is tested using real case scenarios such as system overloads, multiple
users logging on at the same time with the same query, users entering invalid data, hackers
trying to access restricted areas etc. The test cases must be designed specifically to find the
weak links in the system so that these bugs could be fixed before ‘going-live”.

9. End User Training

Actual users of the system are given training on how to use the system. The emplov-
who are going to use the new system are identified and are grouped based on their ¢ o0
shifts. Then each group is given training on the new system. The training should prov 9 / 12 o
participants an overall view of the system and how individual actions would affect the
system. Also each employee is trained on the job or task that he/she is supposed to pertorm

once the system “goes-live”. End user training is very crucial as the success of the ERP system
is in the hands of the end users.
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Once the implementation is over, the vendors and hired consultants n
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Customer and supplier collaboration on design with CPC can reduce fime to market for
ow products and services. Likewise, customer and supplier collaboration in manufacturing
f‘]a ERP helps to reduce the time to customer (i.e., speedy delivery of the product to the
v
cuslomer).

Exhibit 26.5 : ERP and Related Software Systems
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Supply Chain Management (SCM)
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| QUESTIONS

1+ Define the term “Enterprise Resource Planning” (ERP). . / 4
| 2. Discuss the role of information technology in modern business.
f - jef account of the evolution of ERP. g
i :::.l:':!mhmuwimmm ganisation which are integr through an ERP
System?
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7. Describe the information flows in an ERP system with a diagram. 1 1 / 1 2 o0
8. Explain the process of ERP implementation.

9. What is meant by “ERP implementation life cycle"? Discuss the various phases involved init, |

10. Discuss the relationship between ERP and related software systems such as CRM, SCM and
CPC software systems.
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