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INTRODUCTION TO ERP-AN OVERVIEW   UNIT 1 
 

  

OBJECTIVES 
 

                  After going through this lesson, you will be able to: 
 

 Learn about basic concepts of ERP concept 
 

 Define ERP evolution its benefits and scope 
 

 Describe the importance of integrated information system in organization 

 

INTRODUCTION 
 

In the manufacturing industry, MRP (Material requirements planning) became the 

fundamental concept of production management and control in the mid 1970s. At this stage 

BOM (Bill of Materials), which is purchase order management that utilizes parts list 

management and parts development, was in the mainstream. And this concept (MRP) 

unfolded from order inventory management of materials to plant and personnel planning and 

distribution planning, which in turn became MRP-II (Manufacturing Resource Planning). 

This incorporated financial accounting, human resource management functions, distribution 

management functions and management accounting functions. It came to globally cover all 

areas of enterprise mainly business and eventually came to be called ERP. 

 

ERP CONCEPT 
 

An Enterprise is a group of people with a common goal, which has certain resources at its 

disposal to achieve that goal. The group has some key functions to perform in order to 

achieve its goal. Resources included are money, manpower, materials, and all the other 

things that are required to run the enterprise. Planning is done to ensure that nothing goes 

wrong. Planning is putting necessary functions in place and more importantly, putting them 

together. Therefore, Enterprise Resource Planning or ERP is a method of effective planning 

of all the resources in an organization. 

Success of the companies depends largely upon the reliable process of information gathering 

and acting accordingly: In this era of cut throat competition, that too, in a hi- tech 

environment where success of a company largely depends upon the reliability of the 

processes used for information management & taking action accordingly 

 

 



ERP is the acronym for enterprise resource planning which provides infrastructure 

support for integration management of businesses and function through various tools 

and techniques and concepts aimed at optimum utilization of organizational resources. 

 

ERP is primarily an enterprise wide system which encompasses corporate vision, 

objectives, attitudes beliefs, values, operating style and people who make the 

organization. 

 

ERP is a computerized environment with a holistic view of the enterprise, aimed at 

seamless flow of information across the departmental barriers where by optimal planning 

and management of the resources is possible in the most efficient manner. 

 

 

Originally, ERP packages were targeted at the manufacturing industry and consisted 

mainly of functions for planning and managing core businesses such as sales 

management, production management, accounting and financial affairs, etc. However, in 

recent years, adaptation not only to the manufacturing industry, but also to diverse types 

of industry has become possible and the expansion of implementation and use has been 

progressing on a global leve 
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EVOLUTION OF ERP 
 

The roots 
 

In its first avatar, ERP and associated applications focused largely on automation. 

They were designed as high performance transactional engines that drove operational 

efficiencies. Since they were built for efficiency around a tightly integrated set of 

functions (say finance), they often did not have a clear distinction between user interface, 

      business logic and data  

 

 Traditional Enterprise Approach of ERP 
 

Traditionally companies developed computer applications for each of the functional 

areas like general ledger, purchasing, inventory and planning. Systems have always been 

developed as islands of information where the focus was on functions. Data was 

redundant and/or inconsistent and consolidation was not’ possible. The decision makers 

of the organization did not have access to information that could help them take timely 

decisions and hence managerial control was difficult. Any change in the business had to 

be taken care of by modifying the systems that took enormous time and effort. Thus, 

reaction to change in the constantly changing business environment was difficult.  
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Traditional Approach-Isolated information system 
 

While the MRP and MRP n packages addressed primarily the requirements of a 

manufacturing setup, ERP addressed the information requirements of the entire 

enterprise. The focus of ERP has not only been on addressing the current requirements of 

an organization but also on providing the opportunity for continually improving and 

refining business processes. Since the system was totally integrated, elimination of 

redundant and inconsistent data followed. 

 

Modern Enterprise Paradigm 
 

Enterprise resource planning is a development of an enterprise-wide management system, 

which was also termed as MRP-I, the modem version of the manufacturing resource 

planning system. What both these models purport to do is to integrate all the processes of 

the organization with the customer satisfaction side of the marketing equation. Simply 

put, ERP is the planning of the four Ms of an enterprise’s resources, Man, Money 
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ERP MODEL OF INTEGRATED MANAGEMENT INFORMATION 
 

Today’s users require flexible reporting tools to extract the information as and when they 

need it without depending on an information systems department to produce the repor 

And they also need electronic data interchange (EDI) to electronically accept customer 

information like purchase orders, schedule amendments or cash and electronically send 

data such as order acknowledgment and invoices to customers. 
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ERP Model of Integrated Management Information 
 

 

 ROLE OF ERP IN GAINING COMPETITIVE ADVANTAGE 
 

In the past, manufacturing companies have searched frantically to gain better control of 

order winners and qualifiers. The advent of ERP has brought about an organized 

approach to managing order-winners and qualifiers, as they need an integrated 

perspective to do so.  

ERP has also helped organizations realize order-winners and qualifiers by providing 

software that facilitates modeling of logistic processes in terms of items, bill of materials, 

routing and also registering the goods flow in the processes in terms of production order 

and inventory. Support for making decisions based on logistic processes is built into these 

packages today. The intelligent resource planning which is built into many of these 

packages provides advanced material and capacity planning facilities so as to take care of 

order-winners and qualifiers in a specific situation. 

 

BENEFITS OF ERP 
 

Installing an ERP system has many advantages-both tangible and intangible. The direct 

advantages include improved efficiency, information integration for better decision-

making, faster response time to customer queries, etc. The indirect benefits include better 

corporate image, improved customer goodwill, customer satisfaction, and so on. Some of 

the famous benefits of the ERP systems are: 

 

 Reduction of lead-time 
 

 On-time shipment 
 

 Reduction in cycle time 
 

 Better customer satisfaction 
 

 Improved supplier performance 
 

 Increased flexibility 
 

 Reduction in quality costs 
 

 Improved resource utility 
 

 Improved information accuracy and decision-making capability 
 

 

 

 

 

 



 

 

Reduction of Lead Time 
 

In order to reduce the lead-times, the organization should have an efficient inventory 

management system, which is integrated with the purchasing, production planning and 

production departments. In this era of just-in-time manufacturing, the knowledge of the 

exact lead-times for each and every item is of paramount importance for uninterrupted 

production. For a company dealing with hundreds and thousands of raw materials and 

components, keeping track of the lead-times for each and every individual item manually, 

is practically an impossible task. 

On-Time Shipment 
 

Today, companies must be able to deliver customer-specific products (made to-order) 

with the lead-time of standard, off-the-shelf products. The companies must be able to 

change the mode of production from make-to-stock to make-to-order, yet retain the cost 

and time advantages of off-the-shelf products. Today, the ERP systems provide the 

freedom to change manufacturing and planning methods as needs change, without 

modifying or reconfiguring the workplace or plant layouts. With ERP systems, 

businesses are not limited to a single manufacturing method, such as make-to-stock or 

make-to-order.  

 

Reduction in Cycle Time 
 

Cycle time is the time between receipt of the order and delivery of the product. At one 

end of the manufacturing spectrum is the make-to-order operation, where the cycle time 

and cost of production are high. This is because in a make-to-order situation the 

manufacturer starts making the product or designing the product only after receiving the 

order. He will procure the materials and components required for production only after 

getting the order. On the other end of the manufacturing operations is the make o-stock 

approach, where the products are manufactured and kept in the finished goods inventory 

before the order is placed. 

 

Improved Resource Utilization 
 

As manufacturing processes become more sophisticated and as the philosophies of 

elimination of waste and constraint management achieve broader acceptance, 

manufacturers place increased emphasis upon planning and controlling capacity.  

 

 



Better Customer Satisfaction 
 

Customer satisfaction means meeting or exceeding customers’ requirements for a product 

or service. Assessment of the degree of satisfaction is usually made on at least three 

measures. Whether the product or service includes the features that are most important to 

the customer.  

 

Improved Supplier Performance 

 

The quality of the raw materials or components and the capability of the vendor to deliver 

them on time, are of critical importance for the success of any organization. So, an 

organization needs to choose its suppliers or vendors very carefully and monitor their 

activities closely, so that problems can be corrected before it can disrupt the functioning 

of the company. To realize these benefits, corporations rely heavily on supplier 

management and control systems to help plan, manage, and control the complex 

processes associated with global supplier partnerships. 

 

Increased Flexibility 
 

Flexibility is a key issue in the formulation of strategic plans in companies. Sometimes, 

flexibility means quickly changing something that is being done, or completely changing 

to adjust to new product designs. At other times, flexibility is the ability to produce in 

small quantities, in order to produce a product mix that may better approximate actual 

demands and reduce work-in:-progress inventories. Regardless of the definition of 

flexibility, traditional fixed automation manufacturing facilities, while efficient, are often 

inflexible. Similarly, extremely flexible operations are often inefficient. 

Reduced Quality Costs 

 

Quality is defined in many different ways-excellence, conformance to specifications, 

fitness for use, value for the price, and so on. Whereas manufacturing and design 

engineers are typically responsible for some of the technological issues in the quality 

assurance for products, operations managers often conduct the analysis of quality-related 

costs which is an important task. Strategic opportunities, or threats, frequently motivate 

the launch of aggressive quality management initiatives. Analyzing the cost of quality 

can provide the financial justification for implementing them.  

 

 

 

 

 



SCOPE OF ERP 
 

To be able to recast their business in line with the above challenges, organizations are 

themselves getting redefined. Operations are becoming decentralized and multi-location. 

Risks are being spread over multiple products and various classes of manufacturing 

discrete, process and make/engineer to order are coexisting. Some end products are 

becoming raw materials for others and manufacturing is getting diffused with distribution 

across an extended supply chain. The organization boundaries themselves are getting 

diffused as more and more stakeholders are getting tied in to form a synergistic and 

harmonious business ecosystem, each entity delivering value to the other. 
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Data Warehousing 
 

If operational data is kept in the databases of the ERP system, it can create a lot of 

problems. As time passes, the amount of data will increase and this will affect the 

performance of the ERP system. So it is better to archive the operational data once its use 

is over. When we say 'the use is over', it does not mean that the archived data is useless. 

On the contrary, it is one of the most valuable resources of the organization. However 

once the operation of the data is over, it should be removed from the operational 

databases. For example, once the financial year is over, the daily transactional data can be 

archived. 
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Data Warehouse 

The components, structure and uses of the data warehouse system can be better 

understood and depicted with the help  
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Components of a Data Warehouse 
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Components of a Data Warehouse 

 

The primary concept of data warehousing is that the data stored for business analysis can 

be accessed most effectively by separating it from the data in operational systems. The 

most important reason for separating data for business analysis, from the operational data, 

has always been the potential performance degradation on the operational system that can 

result from the analysis processes. High performance and quick response time is almost 

universally critical for- operational systems. The reasons to separate the operational data 

from the analysis data have not significantly changed with the evolution of the data 

warehousing systems, except that now they are considered more formally during the data 

warehouse building process. Advances in technology and changes in the nature of 

business have made many of the business analysis processes much more complex and 

sophisticated. In addition to producing standard reports, today's data warehousing 

systems support very sophisticated online analysis, including multidimensional analysis. 



 

Data Mining 
 

We are living in the information age. The importance’s of collecting data that reflects 

ones business, or of activities that achieve competitive advantage, are widely recognized 

now. Powerful systems for collecting data and managing it in large databases are 

available in most organizations. However, the major bottleneck of converting this data 

into effective information is the difficulty faced in extracting knowledge about the system 

from the collected data. Modeling the investigated system discovering relations that 

connect variables in a database are the subjects of data mining. 
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Data Mining Process 
 

Data mining is the process of identifying valid, novel, potentially useful and ultimately 

comprehensible information from databases that is used to make crucial business 

decisions. Modern data mining systems self learn from the previous history of the 

investigated system, formulating and testing hypotheses about the rules, which the system 

obeys. When concise and valuable knowledge about the system of interest has been 

discovered, it can and should be incorporated into some decision support system which 

helps the manager make wise and informed business decisions. 

The main reason for needing automated computer systems for intelligent data analysis is 

the enormous volume of existing and newly appearing data that require processing. The 

amount of data accumulated each day by various businesses, scientific and governmental 

organizations around the world is daunting. Research organizations, academic institutions 

and commercial organizations create and store huge amounts of data each day. It 

becomes impossible for human analysts to cope with such overwhelming amounts of 

data. 

 

 

 



 

Two other problems that surface when human analysts process data are: 
 

 The inadequacy of the human brain when searching for complex multifactorial 

dependencies in the data 

 The lack of objectiveness in analyzing the data 

 

One additional benefit of using automated data mining systems is that this process has a 

much lower cost than hiring an army of highly trained (and paid) professional 

statisticians. While data mining does not eliminate human participation in solving the 

task completely, it significantly simplifies the job and allows an analyst, who is not a 

professional in statistics and programming, to manage the process of extracting 

knowledge from data. 

 

On-Line Analytical Processing (OLAP) 

 

According to Business Intelligence Ltd., OLAP can be defined in five words-Fast 

Analysis of Shared Multidimensional Information. 

FAST means that the system is targeted to deliver most responses to users within about 

five seconds, with the simplest analysis taking no more than one second and very few 

taking more than 20 seconds. ANALYSIS means that the system can cope with any 

business logic and statistical analysis that is relevant for the application and the user, and 

keep it easy enough for the target user. SHARED means that the system implements all 

the security requirements for confidentiality (possibly down to cell level) and, if multiple 

write access is needed, concurrent update locking at an appropriate level. 

Multidimensional means that the system must provide a multidimensional conceptual 

view of the data, including full support for hierarchies and multiple hierarchies. 

 

INFORMATION is refined data that is accurate, timely and relevant to the user. 

 

Simply put, OLAP describes a class of technologies that are designed for live ad-hoc data 

access and analysis. While transaction processing (OLTP) generally relies solely on 

relational databases, OLAP has become synonymous with multidimensional views of 

business data. These multidimensional views are supported by multidimensional database 

technology and provide the technical basis for calculations and analysis required by 

Business Intelligence applications. 

 

 

 



OLAP(On-Line Analytical Processing) 
 

Multidimensional conceptual view-This supports EIS “slice-and-dice” operations and is 

usually required in financial modeling. 

Transparency-OLAP systems should be part of an open system that supports heterogeneous 

data sources. Furthermore, the end user should not have to be concerned about the details of 

data access or conversions. 

Accessibility-The OLAP should present the user with a single logical schema of the data. 

Consistent reporting performance-Performance should not degrade as the number of 

dimensions in the model increases. 

Client/server architecture Requirement for open, modular systems. 
 
Generic dimensionality-Not limited to 3-D and not biased towards any particular dimension. 

A function applied to one dimension should also be able to be applied to another. 

Dynamic sparse-matrix handling-Related both to the idea of nulls in relational databases and 

to the notion of compressing large files, a sparse matrix is one in which not every cell 

contains data. OLAP systems should accommodate varying storage and data-handling 

options. 

Multi-user support-OLAP systems, like EISes, need to support multiple concurrent users, 

including their individual views or slices of a common database. 

Unrestricted cross-dimensional operations-Similar to rule 6; all dimensions are created equal, 

and operations across data dimensions do not restrict relationships between cells. 

 

Supply Chain Management 
 

A supply chain is a network of facilities and distribution options that performs the 

function of procurement of materials, transformation of these materials into intermediate 

and finished products, and the distribution of these finished products to customers. 

Supply chains exist in both service and manufacturing organizations, although the 

complexity of the chain may vary greatly from industry to industry and firm to firm. 

Traditionally, marketing, distribution, planning, manufacturing, and the purchasing 

organizations along the supply chain operated independently. These organizations have 

their own objectives which are often conflicting- Marketing's objective of high customer 

service and maximum sales revenue conflict with manufacturing and distribution goals. 

Many manufacturing operations are designed to maximize throughput and lower costs 

with little consideration for the impact on inventory levels and distribution capabilities.  

 

 



SUPPLY CHAIN ENABLED ERP 
 

Few concepts have revolutionized business more profoundly in recent years than supply 

chain management. Simply put, the streamlining of communications and materials 

delivery from vendors to operations and on to customers can yield enormous business 

benefits-improved customer service, reduced inventory, shorter cycle times, increased 

agility, and higher asset utilization levels, to name a few. After catching fire in the 

manufacturing and retail sectors, the same principles are now heating up virtually every 

industry. 

 

 Supply Chain 
 

In the supply chain, the delivery date demanded by the assembler is fixed and based on 

just-in-time principles. Via backward calculation the delivery dates can be calculated for 

the suppliers in the chain, assuming that suppliers in most cases do not have restrictions 

on flexibility. This calculation will be done in general for large volume orders, based on 

determined production volumes for a month, week or day. 

 

  Demand Chain 
 

In the demand chain, the delivery date to the end customer is not defined by the end 

customer, but based on constraints in the production plan and distribution network by the 

head office organization. Via a forward calculation the delivery date for an end customer 

can be calculated. Achieving delivery dates of few days for a new vehicle customer order 

will be very difficult to achieve. Therefore, it is common that the car seller will calculate 

for him what a possible delivery date could be and give that information to the end 

customer. 

 Reduce vehicle stock, 
 

 Provide reliable lead times, and 
 

 Provide short lead times. 
 

Demand and Supply Chain Coordination 
 

To be competitive in lead times and accurate about delivery dates of vehicles to the end 

customer, it is important to have the mechanisms in place to balance demand and supply. 

The following functions must be created in the headquarter organization to balance these 

two chains: 

A study conducted by Harvard University reported the following objectives for supply 

chain management: 

 Reduced direct and indirect cost 



 
 Reduced capital costs. Tax minimization 

 
 Reduced logistics costs Overcome tariff barriers 

 
 Provide better customer service 

 
 Build alternative supply sources 

 
 Pre-empt potential competitors 

 
 Learn from local suppliers 

 
 Learn from foreign customers 

 
 Learn from competitors 

 
 Learn from foreign research centers 

 
 Attract talent globally 

 

 

BUSINESS PROCESS RE-ENGINEERING 

  
INTRODUCTION 
 

“Business Process Reengineering is the fundamental rethinking and radical redesign of 

business processes to achieve dramatic improvements in critical, contemporary measures of 

performance such as cost, quality, service and speed.” 

“BPR revolves around information technology and continuous change. It is the constant 

refinement of an organization’s changing needs.” 

“BPR is the rethinking of business processes to improve the speed, quality, and output of 

materials or services.” 

BPR AND ERP 
 

The last five to six years have been, in many ways, testing times for the Indian industry. 

Thanks to the sudden exposure to global markets and competition, they are going through a 

metamorphosis. In the same period, even domestic competition has grown significantly 

Although some of philosophies are conflicting to each other (e.g., Business Process 

Engineering and Total Quality Management), there is a big confusion in the industry about 

similarities and dissimilarities amongst them. This confusion is even higher, if use of 

management tools is “complementary” to each other.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



PHASES IN BPR 
 

According to Peter F. Drucker, “Reengineering is new, and it has to be done.” The tasks 

experts agree upon to successfully perform BPR can be grouped into seven steps, or phases. 

All successful BPR projects begin with the most critical requirement Communication 

throughout the organization. 

 Begin Organizational Change 
 

 Building the Reengineering Organization 
 

 Identifying BPR Opportunities 
 

 Understanding the Existing Process 
 

 Reengineering the Process 
 

 Blueprint the New Business System 
 

 Perform the Transformation 

 

Begin Organizational Change 
 

The main activities in this step are: 

 

 Assess the current state of the organization 
 

 Explain the need for change 
 

 Illustrate the desired state 
 

 Create a communications campaign for change 
The first step is to take a long, hard look at how the organization operates. The focus of 

this analysis is on the operating procedures and the bottom-line results that are generated 

by them. The purpose of performing the analysis described below is to determine whether 

dramatic changes are possible by doing the BPR. 

 

ROLE OF INFORMATION TECHNOLOGY IN BPR 

 

In the past several years, information technology has been recognized as 11 major forces 

in reengineering. It is typically identified as an enabler of the charges required. That is, 

reengineers develop a conceptual approach to changing the business processes expecting 

that IT will make it -possible. For example, reengineering the sales order process means 

providing a wide range of products, scheduling customer and financial information online 

to the order entry people. This is not possible without an integrated networked 

information system.ERP has changed the nature of the reengineering process in two 

ways: first, it provides a system that is integrated and based on best available or to be 

established practices.  

 



BPR, ERP AND IT 
 

In the vast majority of cases, information technology powers BPR. In the past, 

information technology was used to help companies automate existing business processes 

but now, technology is BPR used to change those processes fundamentally. Recent 

developments in information technology have not only made BPR possible on a radical 

and extensive scale, but also more effective. Today, information technology and business 

reengineering go hand in hand. The merger of the two concepts has resulted in the laying 

the concept, namely, Business Process Reengineering (BPR). The heart and soul of BPR 

lie in radical, process oriented business solutions, which have BPR greatly enhanced by 

the information technology of client/server computing; Most of the ERP systems are 

based on the client/serve solution model and Business Process Reengineering blueprint 

that represent an advanced integration of business-process reengineering and information 

technology. 

 

WHEN TO REENGINEER-BEFORE, DURING, OR AFTER ERP? 
 

When companies have chosen ERP, the question arises, “When should I do 

reengineering?” The approach you take will, of course, depend upon your business 

situation and thus, your motivation for choosing ERP. To provide some structure for 

answering this question, let us return to the sale/magnitude matrix and add to it and 

indication within each quadrant of the type of approach that is more successful. 

      In the lower left quadrant, the project team can successfully undertake reengineering      

      during implementation. The system will require identification of the structure,        

      procedures, relationships and standards and win provide the latest in best practices 

for    

      the modules selected.  
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ERP IMPLEMENTATION      UNIT 2 
 

OBJECTIVES 
 

After going through this lesson, you will be able to: 
 

 Define the implementation methodology of ERP 
 

 Describe the key issues/success factor of ERP implementation 
 

 Identify the guidelines for ERP implementation 
 

 Explore the role of consultants, vendors and users 

 

INTRODUCTION 
 

At the first glance, all implementation methodologies look very much alike. For example, 

many terms and names are common to all of them. But once you start talking with the 

consultants about their implementation methodologies, the differences start appearing. Every 

consulting firm will try to impress upon the fact that their implementation methodology is the 

most foolproof and the one which will guarantee success. Their presentations will convince 

you (till you see the next one) that their way is the most appropriate way to develop a 

business solution. So the contracting company must pay special attention when comparing 

the different methodologies. One important point to note is that selecting the consultants (and 

an implementation methodology) is as important as selecting the package. 

Since almost all the methodologies look the same, the company should look into minute 

details when comparing the different methodologies. In fact, ‘little things’ say whether the 

methodology is practical and successful. The little things, like the content of a particular 

slide, the write-up in a brochure, the conduct of the consultants during the presentation and 

most importantly, the practical experience of the consultants in dealing with similar 

situations before, should be considered before making the selection. 

 

ERP IMPLEMENTATION METHODOLOGY 
 

Broadly, the steps involved in a total ERP implementation can be listed as: 
 

Identification of the needs for implementing an ERP package. 
 

Evaluating the “as-is” situation of your business. 
 

Deciding upon the desired would be situation for your business. 
 

Reengineering of the business processes to achieve the desired results. 
 

Evaluation of the various ERP packages. 
 

Finalizing of the ERP package. 
 

Installing the requisite hardware and networks. 
 

Finalizing the implementation consultants. 
 

Implementation of the ERP package. 
 
 



 
 
 

Need Identification 
 
 
 
 

 

Analysis of Processes 
 
 

 

Decision making through 
 

bench marking 
 
 
 

 

Business Process Reengineering 
 
 
 

 

ERP Package Evaluation 
 
 
 
 

 

ERP Package Selection 
 
 
 

 

Infrastructure Support for 
 

Implementation 
 
 
 

 

Consultant Selection  
 
 
 
 

 

ERP Package Implementation 
 
 

 

Steps of ERP Implementation Methodology 
 
 

 



Identification of the needs for implementing an ERP package. The first step for 

implementing an ERP package is to identify the reasons for going in for an ERP solution 

for your business. This step prepares you for some basic questions like: 

 

 Why should I implement an ERP package? 
 

 Will it significantly improve my profitability? 
 

 Will it lead to reduced delivery times for my products? 
 

 Will it enhance my customers’ satisfaction level in terms of cost, delivery time, 

service and quality? 

 Will it help reduce the costs of my products? 
 

 Will it enable me to achieve the same business volume with reduced manpower? 
 

 Will it enable me to reengineer my business processes? 

 

The above questions, although very obvious, should form the basis of the decision to 

adopt an ERP implementation and should at all times be the final goal. The other factors 

that should be taken into-consideration are: 

Need for quick flow of information between business partners 
 
Effective management information system for quick decision-making 
 
Elimination of manual preparation of various statutory statements 

 
Need for a high level of in integration between the various business functions. 

 

Evaluating the “as-is” situation of your business. In this step, one needs to thoroughly 

understand what existing business processes the organization is following to transact its 

business. The various business functions should first be enumerated. For example, 

procurement, production, sales, etc. Now the processes used to achieve the business 

transactions should be listed in detail. The technique of process mapping can be used here.  

 

Deciding upon the desired would-be situation for your business. In this step, we decide 

on what we want our business processes to finally look like. Here we use the techniques of 

benchmarking to ensure that the targets set are comparable to the best in the industry. 

Benchmarking can be done on various aspects of the business like cost, quality, lead time, 

service, etc. 

 

 



Reengineering of the business processes to achieve the desired results. To achieve the 

new business processes we reengineer the existing processes in such a manner that 

 The business process cycle time is reduced significantly 
 

 The number of decision points are reduced to the bare minimum 
 

 The flow of information is streamlined, i.e. there is no unnecessary to-and-fro 

flow of information between departments. 

 

EVALUATION OF THE VARIOUS ERP PACKAGES.  

In this step various ERP packages available in the market are evaluated with respect to 

the following aspects: 

Global presence. Check the performance and acceptability of the package globally. 

Local presence. Check how the package is performing in the local market-this 

gives an idea as to how well a package is taking care of the country specific 

business needs.  

Investment in R&D. Evaluate the package from the point of view of investments 

the ERP vendor is making in R&D to continuously upgrade their product. A good 

investment in R&D is a healthy indication of the longevity of the package. 

Target market. See which segment of the industry the packages basically airing 

at. Some packages, for example, are specific to process industry type of 

applications whereas others cater specifically to discrete manufacturing. Choose a 

package that has a strong hold in your type of industry. 

Price. This is of course the main criteria which decide what package you will 

finally go in for. 

Modularity. This aspect needs to be considered when you want to implement only 

some particular functions in the ERP package. The availability of the package as 

independent modules is a must in this case. 

Obsolescence. While considering a package it is essential to see what would be 

the active life of the product before it becomes obsolete. The investment in R&D 

directly contributes to upgrade a package from time to time, thus increasing its 

useful life. 

 

Ease of implementation. This factor needs to be looked into detail because a 

quick, smooth and hassle-free implementation is the key to successful transition from the 



legacy system. This in turn ensures that your business is not adversely affected in the 

transition period. 

Cost of implementation. With large-scale integration of ERP packages and the 

consequent complexity built into them, it has become-essential to consider the cost of 

implementation which in some cases can be phenomenal. 

Post-implementation support. Before deciding on an ERP package, it is advisable to 

check the quality and range of the post-implementation support that the vendor provides 

for his package. 

Finalizing of the ERP package. After a thorough evaluation of all the ERP packages 

vis-à-vis the key factors of your business, the package best suited to your 

business needs is selected. ‘The process of finalizing can be simplified by making a 

matrix of the key factors. You cart then rate all the packages under these heads. 

 

Installing the requisite hardware and networks. In this step one has to install the 

hardware and networks required for the chosen ERP package. The installation of the 

hardware has to be well planned because generally the hardware arrives in time and lies 

idle due to the delays in implementation. Also, the induction of the hardware should be in 

a phased manner to avoid blocking of capital. 

 

Implementation of the ERP package. The broad steps involved in the implementation 

of the ERP package are: 

 Formation of implementation team. It is of the greatest importance to form an 

implementation team consisting of knowledgeable users from all functions along with IT 

personnel and personnel from the implementation consultant. From the people chosen, 

the project manager, project leaders and the module leaders should be identified and also 

a steering committee should be formed. The functions of the steering committee are: 

 To monitor the progress of the implementation 
 

 To see to it that the schedule of the implementation is adhered-to 
 

 Resolve any problems that come up in the due course of the implementation · 

Allocation of resources for implementation. 

 

 

 

Preparation of implementation plan. An important task is the preparation of a detailed 

implementation plan that covers the total implementation process. Here various project 

management techniques like PERT charts can be used. The implementation plan should 

have clear components and should include the schedule for the following: 



 Training of project team 
 

 Mapping of business processes onto the software 
 

 Function-wise implementation 
 

 Customization 
 

 Uploading of data 
 

 Test runs 
 

 Parallel run 
 
 Crossover 

 

Mapping of business processes on to the package. This is a crucial step where the 

reengineered business processes are mapped on to the software. In mapping, the 

implementation team tries to fulfill the user requirements by making use of the standard 

functionality available in the software. However, if the requirements cannot be covered 

fully by the standard system, then the next step of implementation, i.e. gap analysis 

comes into the picture. 

Gap analysis. As mentioned earlier, the user requirements that cannot be directly 

mapped on to the standard system form the basis of gap analysis. Here, all such 

uncovered requirements are compiled into a gap analysis report. The ‘gaps’ are then 

classified into the following three heads: 

Customization. Once the process of mapping and gap analysis has been done, the actual 

customizing starts. In this step, first the customizing needs are chalked out and then the 

actual job is handed over to the respective functional teams. 

Development of user-specific reports and transactions. As mentioned under gap 

analysis, any user requirements not covered by the standard system need to be 

provided by extra Programming effort. In this step, the required reports and transactions 

are created. 

 

 

Uploading of data from existing systems. With customizing in place, the system is now 

ready to receive the master and transaction data from the existing system. In this step, 

programmed transfer of data takes place from the existing system to the new system. To 

avoid wrong tabulation of master data, the transfer process needs to be thoroughly 

checked in the trial runs. At times it too involves a lot of programming effort. 



Test runs. In this step, the test runs on the system are started. Sample transactions are 

tried to see whether the customizing and master data uploading has been error-free. The 

result of the sample transactions is evaluated and any changes required in settings to get 

the desired results are incorporated. 

User training. The training of users can be started alongside the test runs. Users 

belonging to different functionalities are trained in their respective functions. Normally 

user training includes: 

 Logging in and logging out 
 

 Getting to know the system 
 

 Navigating through the various menu paths 
 

 Trying sample transaction in respective functions 

 

Parallel run. With the successful test run and user training in place, the parallel run of 

the system can be now startett1nparallel run, the business transactions are carried out 

both through the existing systems as well as through the new system. The implementation 

team then takes care of any lacunae which come to light during the parallel run. 

Conference from user on satisfactory working of the system. If the parallel run is 

satisfactory and error-free or errors that may have come up, have been resolved. The 

users may be asked for their final approval. 

Migration to the new system. When the parallel run has been successfully tried for a 

reasonable length of time and when the users and the implementation team feel 

absolutely confident, it is time to go ‘live’. 

User documentation. User documentation includes the details on how to carry out the 

various transactions. It is different from the regular ERP package documentation in the 

sense that it is more specific in nature than general documentation. It only covers 

alternatives that are being used in the particular business so as to make it easy for the user 

to understand and use them. 

Post-implementation support. Post-implementation support generally involves queries 

from the user, minor changes in the report formats, as well as small changes in layouts of 

various printed formats like purchase orders etc. 

System monitoring and fine tuning. In this phase, the IT people monitor the system 

closely to see the performance aspects and fine tune the database and other administrative 

aspects of the system so that the user can derive the best performance from it. 



Functionality. The ability of the package to support the best business practices followed 

in the company’s line of business would be a crucial factor in determining the 

smoothness of implementation. Major gaps in required functionality can lead to time 

consuming and cumbersome customizations that could put time schedules and budgets 

off track. A focused evaluation exercise at the selection stage would help eliminate 

incompatible choices. The quality and commitment of business consultants and product 

consultants involved in the ERP implementation would also be a very crucial factor in 

ensuring its success. 

Technology. Scalable ERP solutions that support open, non-proprietary technology 

standards would provide for protection .of investment and ensure minimal risk. They 

should’ support different kinds of operating systems, databases and operate on most 

major client/server hardware platforms, local area networks (LAN) and user interfaces 

(ASCII Motif: Windows 95, etc) so as to minimize risk towards technology obsolescence. 

The ERP package’s programming language; software development tools should permit 

ready adaptation of the system in response to ongoing changes in production and 

operational processes. To minimize customization effort and time, the development tool-

set for the applications should be easy to use. 

Implement ability of the solution. This would be the most crucial and significant factor 

as customer satisfaction and the benefit of ERP would depend not only on functionality 

but also on ease of configuration, ease of use and the software’s flexibility to support 

optimization of business processes. 

Much of the complexity of a software implementation process has also to do with setting 

of parameters, designing menus and authorizations. The roles and responsibilities of 

different employees have to be clearly identified, understood and configured in the 

system. The involvement and willingness of the employees to accept and use these new 

procedures laid by the ERP would, to a great extent, determine the success of the 

implementation. Simple, easy to use processes and procedures go a long way in creating 

user trust and confidence. There have been instances of large and complex packages 

failing to deliver on implementation because of the misgivings users had in terms of 

difficulty of configuration and usage. 

When organizational changes take place, the software solution should grow and adapt to 

the changing demands of information needs. The ability of the ERP package to manage 

and support dynamically changing business processes is a critical and vital requirement 

for the organization. 



Select a-good implementation methodology 
 

You may not follow every step in the process you choose, but it is extremely helpful to 

have a road map. It is advisable for the project leaders to set out clear, measurable 

objectives at the very outset, and review the progress-at intervals, as the implementation 

progresses. 

Train everyone 
 

A new system inevitably means new ways of adapting and operating. The requirements 

of an ERP solution with trigger off process reengineering exercise and the users must be 

informed about the needs for such a change, from the, company’s perspective as well as 

from that of an individual. 

The steering team should be trained in process analysis and redesign, and given an 

overview of the ERP package functions and processes. The project leader should be 

trained in project management techniques; the users in the project team will need 

functional training in the package, and customization. 

ROLE OF CONSULTANTS, VENDORS AND END USERS 
 

Why can’t companies develop their own ERP packages? Developing an ERP package is a 

very complex and time-consuming process, which needs a lot of skilled manpower and 

other resources. Many companies have personnel in their ITIIS departments who can 

absorb the necessary knowledge and who have experience in developing sophisticated 

systems. The problem is that such specialized computer work is not the main business of 

these companies. They should be directing all their available resources into improving 

their own products or services so that they can remain competitive, serve their customers 

better and continue to grow. 

Since designing and implementing integrated software packages is not the business of 

most companies, or a focus of their executives, the systems that their in house teams 

come up with will never equal in quality, scope, functionality or technology those 

systems created by software firms whose business this is. These software firms (ERP 

vendors) can produce sophisticated packages and provide their clients with products that 

allow them to maintain a focus on their own chief activities, thus improving revenues, 

profits and shareholder returns. 

Consultants 
 

The functional team is assisted by a team of implementation consultants, using their 

knowledge of process integration and experience in applying proven techniques. The 

implementation consultants simplify and expedite the implementation process. Some 



members of this consulting team, who possess specialist knowledge and experience in 

implementation of ERP systems in the specific-functional area, are appointed team 

leaders for that function. The team leader coordinates the activities of his team and 

ensures that team milestones are achieved within budgeted time. In addition to assisting 

the functional team in all the activities mentioned above, the implementation consultants 

are also involved in Conducting a post-implementation review after the system is fully 

implemented and the entire staff is familiar with the system (It provides a formal review 

point to measure the success of the project and the system against the original objectives 

and identifies ways in which further benefit can be gained by better use of the system or 

by further development work). Along with functional consultants, the team also consists 

of one or two IT specialists who assist the client IS team in issues such as system 

administration, security, network management etc. 

Vendor 
 

First and foremost, the vendor should supply the product and its documentation as soon as 

the contract is signed. Only after the software is delivered, can the company develop the 

training and testing environment for the implementation team. The vendor is responsible for 

fixing any problems in the software that the implementation team encounters. So the vendor 

should have a liaison officer who should constantly interact with the implementation team. 

Another role the vendor has to play is that of the trainer to provide the initial training for the 

company’s key users, people who will play lead roles in the implementation of the system. 

These Key users are the ones who will define, together with the consultants, how the 

software is to serve the company. In other words, it is these in-house functional experts who 

will decide how the functionalities are to be implemented, as well as how to use or adapt the 

product to suit the company’s unique requirements. So it is very critical that these key users 

are given a thorough training on the features of the package. 

 

Vendor’s training should achieve the goal of showing the key users how the package works, 

what are the major components, how the. data and information flows across the system, what 

is flexible and what is not, what can be configured and what cannot, what can be customized 

and what should not, what are the limitations, what are the strengths and weaknesses’ and so 

on. 

End User 
 

These are the people who will be using the ERP system once it is in place. These are the 

people who were doing the functions that are being automated or computerized by the ERP 

system. With the Implementation of the ERP system, the old job descriptions will change, the 



nature of the job will undergo drastic transformation. It is human nature to resist change. 

When we are talking about implementing an ERP system we are taking about change in a 

very massive scale. Employees, will, fear that system will replace existing jobs, as many 

functions will be automated.  

Also people will be afraid of the amount of training they have to undergo and learning they 

have to do to use the new system. Job profiles will change, job responsibilities will-undergo 

drastic alterations, and people will be forced to develop new skill sets of these fears are not 

addressed and alleviated well in advance, it will cause trouble for the organization. 

It should be worth noting the fact, that while the ERP systems eliminate many existing jobs, 

it creates many new ones-ones with more responsibilities and value addition. It is easy to see 

that the automation of the business processes, though technology, can eliminate the jobs of 

many employees whose function it is to record, control, calculate, analyze, file or prepare 

reports. But it must be pointed out to the employees that the same automation creates many 

more opportunities for the, because they can get away from the monotonous clerical work 

and transform themselves into highly valued individuals, in a new and challenging working 

environment using modem technology. If the company can succeed in making its employees 

accept this fact and assist in making the transformation (by giving them training), then the 

major (and most critical) obstacle in the path of an ERP implementation is solved. 

 

 
 
 
 
 
 
 
 
 
 
 
 

ERP BUSINESS         UNIT 3 

 

SELECTION CRITERIA FOR ERP PACKAGES        
 

The most important criterion in the package selection is the functional fitment. Some 

other criteria you may like to check are: 
 

 Number of installations in a similar industry segment 
 

 Number of implementation in the country 
 

 Is the package compiled (i.e., does it cover all functional areas)? 
 

 Is the package localized? 
 

 Is the package too old or too new? 
 



 Is implementation of the package easy? 
 

 How easy / fast is it to get skills on the package? 
 

 Who is supporting the package? 
 

 How big is the company? 
 

 Is the implementation their main focus? 
 

 Are they interested in Local implementations or are local projects training ground 

for them? 
 

 Quality of the consultants 
 

 Financial health of the company 

 
 Will the implementing agency let a third party do a quality check on the 

implementation work? 
 

 What technology does the package use? 
 

 Is the package integrated or interfaced 

 

IMPLEMENTATION OF ERP PACKAGES 
 

ERP software packages promise great benefits. But what are the costs involved? Exactly 

how much will one have to pay to get them? In most cases, the ERP implementation cost 

exceeds the budget why is this? Even the most well planned and thought out budget is 

exceeded. 

 

Few companies buy enterprise resource planning, or ERP, software just to save money. 

The objective is the integration of company-wide information. A single, enterprise-wide 

computer system should be cheaper and easier to maintain than a hodgepodge of 

antiquated COBOL applications from a dozen different vendors. The move to ERP is a 

project of breathtaking scope, and the price tags on the front end are enough to make the 

most stoic manager a little twitchy In addition to budgeting for software costs; financial 

executives should plan for consulting, process network, integration testing and a host of 

other expenses before the benefits of ERP start to appear Underestimate the price-Of 

teaching users their new job processes? Fail to consider data warehouse integration 

requirements on the need for extra software to duplicate the old report formats. A few 

such oversights in the budgeting and planning stage can send ERP costs spiraling out of 

control, faster than oversights in planning almost any other information system 

undertaking.  

 

 



Training 
 

Training is the unanimous choice of experienced ERP implementers as the most elusive 

budget item. It is not so much that this cost is completely overlooked as it is consistently 

underestimated. Training expenses are high because workers almost invariably have to 

learn a new set of processes, not just a new software interface. Take, for instance, a 

receiving clerk who accepts shipments of raw material With an ERP package like SAP, 

that clerk now becomes an accountant, because he is keying new inventory directly into a 

live system Mistakes have an immediate impact on the books Once every receiving clerk 

has access to the system, the plant’s accounting department can no longer simply look at 

their data in batches.. 

 

Integration and Testing 
 

Most ERP packages are very complex systems interfacing with those systems are not an 

easy task. Testing the links between ERP packages and other corporate software links 

that have to be built on a case-by-case basis is another essential cost easily missed. Most 

companies will have some system that will not fit into the ERP package’s functionality 

and which will have to be interfaced with the ERP package. In most cases, this type of 

integration can be costly. 

 

Data Conversion 
 

It costs money to move corporate information, including customer and supplier records, 

product design data and the like, from the old systems to the new ERP system A lot of 

data in most legacy systems is redundant but most companies seem to deny that a vast 

amount of their data is useless until they actually have to move it to the new client/server 

setups that popular ERP packages require As a result, these companies are more likely to 

underestimate the Cost of the move But even clean data may demand some overhaul to 

match the process modifications necessitated or inspired by the ERP implementation. 

 

Data Analysis 
 

A misconception that the ERP vendors perpetuate is that you will be able to do all the 

analysis you want to, within their product. Often the data from the ERP system must be 

combined with data from external systems for analysis purposes. Users with heavy 

analysis needs should include the cost of a data warehouse in the ERP budget and should 

expect that quite a bit of work will be required to make it run smoothly. 

 



  

 

 

ERP Consultants 
 

The extravagant cost of ERP consultants is a well known fact like training expenses, this 

cost is hard to circumvent. Choosing a lesser-known ERP package to avoid premium-

priced consultants won’t necessarily help either when users fail to plan for disengagement 

from the existing system or consulting fees will overshoot the budget. To avoid this, 

companies should identify objectives for which its consulting partners must aim when 

training internal staff. It is a good practice to include performance metrics and time 

schedules for the consultants. For example, a specific number of the company’s staff 

should be trained to be at a certain specified level in a particular time period. 



 
 
 
 

 

FINANCE MODULE 
 

The entire concept of inforn1ation technology is based on the premise that providing the 

right information, to the right people, at the right time can make a critical difference to 

the organization. Much of this key mforn1atlon could be taken from the financial data. 

But merely having the financial data is not enough. You need a set of processes and 

views of your data that provides up-to-the-minute financial inforn1ation in exactly the 

forn1 you need it to make that critical difference and help with that crucial decision. 

Accounting software needs access to information in each area of your organization, from 

R&D and market research through manufacturing, distribution and sales. Your financial 

solution must provide the management with information that can be leveraged for 

strategic decisions, in order to achieve competitive advantage. 

 
 
 
 
 
 



 
 

 

Business Environment 
 

 

Production  
Planning 

Financial HR  
Management Management 

 
 

 

Manufacturing 
 
 

ERP  
System 

Quality Plant  
Management Maintenance 

 
 
 

Sales & 
Materials Distribution 

 

Management 
 
 
 
 
 
 
 

 

ERP SYETEM 
 

 

This section provides an overview of the financial solutions in most of the ERP packages. 

In today’s business enterprise, you need to-know that your financial decisions are based 

on today’s data, not numbers from records closed a month ago, or even a week ago. And 

you need to know that this same today’s data represents every segment of your 

organization’s activities, whether your enterprise stretches across a room or around the 

globe. This is essential, because .the most efficient way to get your enterprise to where 

you want it tomorrow is to know exactly where it is today. 

 
 
 
 
 
 
 



The finance modules of most ERP systems will have the following sub systems: 
 

 Financial Accounting (General Ledger, Accounts Receivable/Payable, Special 

Ledgers, Fixed Asset Accounting, Legal Consolidation) 
 

 Investment Management (Investment Planning/ Budgeting/ Controlling, 

Depreciation Forecast/ Simulation / Calculation) 
 

 Controlling (Overhead Cost Controlling, Activity-Based Costing, Product Cost 

Accounting, Profitability Analysis) 
 

 Treasury (Cash Management, Treasury Management, Market Risk Management, J 

Funds Management) 
 

 Enterprise Controlling (Executive Information System, Business Planning and 

Budgeting, Profit Centre Accounting) 

 

Financial Accounting 

 

The objective of a good financial accounting system is to provide company wide control 

and integration of financial information that is essential to strategic decision-making. The 

Financial Accounting Module of an ERP system gives you the ability to centrally track 

financial accounting data within an international framework of multiple companies, 

languages, currencies, an4 charts of accounts. For example, when raw materials move 

from inventory into manufacturing, the system reduces quantity values in inventory and 

simultaneously, subtracts values for inventory accounts in the balance sheet. Most of the 

Financial Accounting modules comply with international accounting standards, such as 

GAAP and IAS. They also fulfill the local legal requirements of many countries. 

 

General Ledger 
 

The General Ledger (GL) is essential both to the financial accounting system and to 

strategic decision-making. Through active integration with business processes in logistics 

and in the accounting sub-ledgers, the GL serves as a central pool of financial data for 

financial reporting as well as for other accounting areas. However, the origin of centrally 

stored data can still be traced at any time by drilling down on data from a given 

transaction. 

 

 

 

 

 



Typical General Ledger  

Usually, the GL has features that allow you to take advantage of more functions in 

General Ledger and in Cost Centre Accounting. For example, you can create your own 

database tables and define non-standard fields, to suit specialized accounting or reporting, 

requirements. Some ERP systems support features, like the option of grouping data 

selectively and then, updating it in only there ledgers which have been specified; 

provision for parallel charts of account and currencies; planning and allocation tools; 

direct data entry in special purpose ledgers for adjustment postings; user-defined 

reporting; etc. 

 

Accounts Receivable and Payable 

ERP systems offer a financial overview of global business partner relationships, in the 

Accounts Receivable and Payable functions. These sub-ledgers are integrated, both with 

the General Ledger and with, areas in Sales and Distribution and Materials Management, 

where financial data originates. Accounts Receivable and Payable transactions are 

performed automatically, when related processes take place in other modules. This 

module uses standard business rules for procedures ranging from data entry and 

reporting, to processing payments and bank transactions.  

Asset Accounting 

Asset accounting, manages the company’s fixed assets. Within the Financial Accounting 

system, Asset Accounting serves as a sub-ledger to the General Ledger, providing 

detailed information on asset-related transactions. Significant features include country-

specific charts of depreciation complying with local legal requirements, full support 

throughout the asset life cycle from acquisition to retirement, depreciation simulation and 

interest calculation, and integration with project management and order accounting for 

management of capital assets.  

Legal Consolidation 
 

Consolidated financial statements need to be integrated effectively with operational data 

at the individual company level. By using different valuation methods, you can plan 

balance sheet strategies to suit the company’s requirements. The Legal Consolidation 

sub-system is closely linked to the Financial Accounting system, permitting direct data 

transfer, from individual statements into the consolidated report.  

 

 

 

 

 



Controlling 
 

The controlling system gathers the functions required for effective internal cost 

accounting. It offers a versatile information system, with standard reports and analysis 

paths for the most common questions. In addition, there are features for creating custom 

reports to supplement standard reports. 

Overhead Cost Controlling 
 

Many organizations experience a significant increase in the percentage of indirect costs, 

which cannot be directly assigned to either the products manufactured, or to the services 

rendered. While cost monitoring and optimization may be quite advanced in production 

areas, transparency is often lacking in overhead cost areas. The Overhead Cost 

Controlling subsystem focuses on the monitoring and allocation of overheads. 

Cost Centre Accounting 
 

Cost centre accounting analyses where overheads occur within the organization. Costs are 

assigned to the sub-areas of the organization where they originated. The system offers a 

wide variety of methods for allocating posted amounts and quantities. In particular 

activity accounting permits the allocation of great many costs to products, based on cost 

sources and enabling assignments, which were not previously possible. 

Overhead Orders 
 

Overhead orders subsystem collects and analyses costs, based on individual internal 

measures. This system can monitor and automatically check budgets assigned to each 

measure.



Activity-Based Costing 
 

The goal of the entire organization, should come before the goals of individual 

departments, when if comes to business process reengineering. The Activity-Based 

Costing module is a response to the growing need for monitoring and controlling cross 

departmental business processes, in addition to functions and products. Seeing costs from 

a-new perspective substantially enhances organizational transparency in overhead areas. 

The system automatically determines the utilization of business processes by products, 

customers, and other cost objects based on the cost drivers taken from the integrated 

accounting environment.  

 

 

 

 

Product Cost Controlling 
 

Product Cost controlling module determines, the costs arising from manufacturing a 

product, or providing a service. Plan and standard values, serve in valuating warehouse 

stock and for contrasting revenues received with costs. In addition, the values in Product 

Cost Controlling are crucial for determining the lowest price limit for which a product is 

profitable.  

Cost Object Controlling 
 

Cost object controlling helps you monitor manufacturing orders. Integration with the 

logistics components results in a logistical quantity flow, that provides instan1 

information on actual cost object costs, allowing ongoing costing calculations at an) time. 

Follow-up calculations determine and analyze the variances between actual 

manufacturing costs, and the plan costs resulting from Product Cost Planning. 

Profitability Analysis 
 

Profitability analysis subsystem examines the sources of returns. As part of sales 

controlling, Profitability Analysis is the last step in cost-based settlement, where revenu 

are -assigned to costs according to the market segment. You can define an) market 

segment-distinguishing, for example, between products, customers, orders, sales 

organizations, distribution channels and business areas-and evaluate it, according to 

contribution and revenue margins. Information from Profitability Analysis, frame 

important decisions in areas such as determining prices, selecting customers, developing 

conditions and choosing distribution channels. 



Investment Management 
 

Investment management provides extensive support for investment processes right from 

planning through settlement. Investment management facilitates investment planning and 

budgeting at a level higher than that needed for specific orders or projects. You car define 

an investment program hierarchy using any criteria-for example, department-wise. As a 

result of subsequently assigning specific investment measures (internal orders or 

projects), to positions in the hierarchy, you are kept up-to-date about available funds 

planned costs, and actual costs already incurred from internal and external activities. The 

investment program allows you to distribute budgets, which are used during the capital 

spending process. The system helps you monitor,-and thereby avoid, budge overruns. 

 

 

 

Cash Management 
 

The cash management subsystem, allows you to analyze financial transactions for a given 

period. Cash Management also identifies, and records future developments for the 

purposes of financial budgeting. The company’s payment transactions are grouped into 

cash holdings, cash inflows and cash outflows. Cash Management provides information 

on the sources and uses of funds to secure liquidity in order to meet payment obligations 

when they become due. Cash Management also monitors and controls incoming and 

outgoing payment flows, and supp1ies the data required for managing short-term money 

market investments and borrowing.  

Market Risk Management 
 

Market risk management plays a vital role within Treasury, in ensuring your company’s 

competitiveness. The process involves a complex feedback loop encompassing data 

collection, risk measurement, analysis and simulation as well as active planning of 

financial instruments. This process dovetails closely with other treasury and corporate 

functions. Market Risk Management acts as an integrated, central risk control station with 

monitoring and management functions. Access to information on current and future cash 

flows and on financial deals already processed, is an absolute must.  

Funds Management 
 

Funds management subsystem supports your funds management process from budgeting 

all the way through to payments, including monitoring expenditures, activities, resources 

and revenues. Budgets are entered for areas of responsibility that can cover as many 

management levels, as you require. Funds centres and their hierarchical structure provide 



a base for top down budgeting and represent responsibility areas with in budget control. 

The system enables you to control your various funds commitments and determine how 

much of your budget has already been utilized via availability checking.  

Enterprise Controlling 
 

Enterprise controlling comprises of those functions that will optimize shareholder value, 

while meeting internal objectives for growth and investment. These modules usually 

include executive Information System, Business Planning and Budgeting, Consolidation, 

and Profit Centre Accounting. 

Executive Information System 
 

The executive information system provides an overview of the critical information 

necessary to manage the organization. This component integrates data from other ERP 

components, and non- ERP data sources both inside and outside the enterprise. Drill-

down reporting and report portfolio are available to evaluate and present the data. In drill-

down reporting, you can analyze the data interactively. Exceptions can be defined in 

order to highlight areas of concern.  

Business Planning and Budgeting 
 

Business planning and budgeting supports the management teams of business units and 

groups in the calculation (business targets, such as return on investment.) This module 

also supports central investment planning, budget release and tracking.  

Profit Centre Accounting 
 

Profit centre accounting analyses the profitability of internal responsibility centres. A 

company’s organizational structure is represented in the form of a profit centre hierarchy, 

with the profit centre as the smallest unit of responsibility. All business transactions in 

Financial Accounting, Materials Management, Asset Management, and Sales and 

Distribution, which affect profits, are automatically reflected in Profit Centre Accounting.  

 

HUMAN RESOURCES MODULE 

 

The last two decades have seen a marked change in human resources management the 

process of acquiring, deploying and developing people for organizational success. Until 

recently the people involved in human resources work were usually called personnel 

managers. Their duties normally centered on staffing activities such as hiring, keeping 



employee records, attending to minor medical benefits problems and organizing company 

teams and outings. Since then, dramatic changes have occurred in our society and in make-up 

of the workforce.  

Personnel Management (HR master data, personnel administration, Information Systems, 

recruitment, travel management, benefits administration, salary administration) 
 
Organizational Management (Organizational structure, Staffing schedules, Job descriptions, 

Planning scenarios, Personnel cost planning) 

Payroll Accounting (Gross/net accounting, History function, Dialog capability, Mu1ti-

currency capability, International solutions) 
 
Time Management (Shift planning, Work schedules, Time recording, Absence 

determination) 
 
Personnel Development (Career and succession planning, Profile comparisons, Qualifications 

assessments, Additional training determination, Training and event management) 

Personnel Management 
 

Personnel management includes numerous software components, which allow you to deal 

with human resources tasks more quickly, accurately and efficiently. You can use these 

components not only as part of the company-wide ERP solution, but also as stand-alone 

systems. 

Personnel Administration 
 

Information is no longer owned by specific departments, but is shared by multiple entities 

across an organization. This eliminates duplicate entries, reduces the chance for error and 

improves data accuracy. The HR modules provide a global, fully integrated data structure for 

the enterprise, without compromising your control over individual segments of the 

operations. 

 

 

 

 

Employee Master Data 
 

Human Resource module has a centralized database with integration to multiple N 

components for processing employee information. The system provides tools to save; time 

and help you tailor the system to fit your needs. The HR module contains features for storing 

any desired infom1ation about your employees. Most systems have the facility to scan the 

original documents for optical storage. The HR Information System displays graphical 

information such as organization charts or employee data.  

 

Recruitment Management 



This function helps in hiring the right people with the right skills. Reducing the cost of 

recruiting and hiring new employees is a challenge for the HR professional, who is 

responsible for placing people in the right job, at the right time, and with the right skills and 

education. These requirements are fulfilled only through effective automation of the entire 

recruitment process.  

Benefits Administration. 

This system brings flexibility and power to your benefits-program. As organizations continue 

to grow, as laws change and employee requirements expand, you need a flexible system to 

satisfy all your requirements. The Benefits Administration component provides you with the 

capabilities and flexibility to effectively, manage benefits programs for diverse employee 

populations.  

Salary Administration 
 

This function helps you in simplifying the process of rewarding your employees. 

Administration of salaries is an ongoing process within your human resources department. It 

is particularly important during the review process, when your goal is to justly reward good 

performance. The Salary Administration module assists you in the salary review process by 

taking into account standard salary changes. 

Organizational Management 
 

This module will assist you in maintaining an accurate picture of your organization’s 

structure, no matter how fast it changes. In many cases, graphical environments make it easy 

to review any moves, additions, or changes in employee positions. You can also create 

multiple simulations for the organization, as you explore your options for making 

adjustments in personnel. Planning features designed to assist you include graphical 

organization charts; staffing schedules by head count, percentage and working hours; job and 

work centre descriptions and job tasks and descriptions. 

 

 

Payroll Accounting 

The Payroll Accounting system can fulfill the payroll requirements and provide you with the 

flexibility to respond to your changing needs. Payroll Accounting should address payroll 

functions from a global point-of-view. You should be able to centralize your payroll 

processing, or decentralize the data based on country or legal entities. Most Payroll 

Accounting systems give you the options and capabilities to establish business rules without 

modifying the existing payroll.  

Time Management 
 



This module assists you in simplifying the administration and evaluation of time data. Time 

Management is a powerful tool that helps you administer and evaluate data related to the 

time your employees spend working. This component can simplify your efforts irrespective 

of whether the organization uses centralized or decentralized data to determine employee 

working hours. Time Management manages work schedules efficiently and effectively by 

automating schedule generation and allowing flexible.  

Shift Planning 
 

Shift planning module helps you to plan your workforce requirements quickly and 

accurately. You are able to arrange a target plan that can be drafted for any given period. You 

can plan your shifts according to your requirements, taking into consideration all criteria, 

including absences due to leave or sickness, and employee requests for time off. Shift 

planning keeps you informed at all times of any staff excess  

Personnel Development 
 

This function helps in selecting the best people and enhancing careers more effectively. The 

system provides advanced tools to automate the labour-intensive process of matching internal 

job requirements to qualified candidates. You can profile predefined tasks and prerequisites 

of each position in your organization. Additionally, you can profile the qualifications of 

employees and external candidates under consideration for each position. A comparison of 

the qualifications and profiles assists you in selecting individuals for further consideration.  

Training and Event Management 
 

Every successful organization should plan the training and events, faster than ever before. A 

good HR system will have features to assist you with planning, managing and analyzing your 

scheduled seminars, training courses and business events.  

 

 

 

 

 

 

 

Quality Management 

The functions in the Quality Management module support the essential elements of such 

a system. The other integrated modules in the system complement this functionality .The 

ISO standards require that quality management systems penetrate all processes within an 

organization. The task priorities, according to the quality loop, shift from production 



(implementation phase) to production planning and product development (planning 

phase), to procurement, and sales and distribution, as well as into the entire usage phase 

Quality Management Module-Functions 
 

The Quality Management module fulfills the following functions: 
 

Quality Planning: Management of basic data for quality planning and inspection 

planning, Material specifications, Inspection planning. 

Quality Inspection: Trigger inspections, Inspection processing with inspection plan, 

selection and sample calculation, Print shop papers for sampling and inspection, Record 

results and defects, Make the usage decision and trigger follow-up actions. 

Quality Control: Dynamic sample determination on the basis of the quality level history, 

Application of statistical process control techniques using quality control charts, Quality 

scores for inspection lots, Quality notifications for processing internal or external 

problems and initiating corrective action to correct the problems, Inspection lot 

Computer Integrated Quality Management (CIQ) 
 

The integration of Quality Management in the ERP systems provides considerable 

advantages, because only an integrated system can support all the elements of a quality 

management system. The integration allows the quality management functions to 

influence all processes within a company, thereby affecting all phases of a product’s life 

cycle.The Quality Management module uses the system’s integration to link the tasks of 

quality management with those of the other applications, such as materials management, 

production, sales/distribution and cost accounting. An inspection that is triggered 

automatically upon goods receipt is an example of this.  

The Quality Management module is integrated with the master data and processes of the 

following applications: Materials management (purchasing, inventory management, 

warehouse management, material requirements planning) 
 
      Production (work scheduling, shop floor control) .Sales and distribution ( delivery ,   

      creation of quality certificates) 

 

Materials Management 
 

The Materials Management module optimizes all purchasing processes with workflow-

driven processing functions, enables automated supplier evaluation, lowers procurement 

and warehousing costs with accurate inventory and warehouse management and 



integrates invoice verification. The main modules of the Materials Management module 

are: 

Pre-purchasing Activities 
 

This system supports the complete cycle of bid invitation, award of contract and 

acceptance of services. The Pre-purchasing activities includes maintaining a service 

master database, in which the descriptions of all services that are to be procured. 

Purchasing 
Purchasing is a very important component of the Materials Management module. The 

Materials Management module is fully integrated with other modules in the system. It 

supports all phases of materials management: materials planning and control, purchasing, 

goods receiving, inventory management and invoice verification. Good communication 

between all participants in the procurement process is necessary for purchasing to 

function smoothly. Purchasing communicates with other modules in the system to ensure 

a constant flow of information. For example, it works side by side with the following 

modules: 

Cost Accounting: System Orders for materials and services consumed directly illustrate 

the interface to the cost accounting system. This is because they can be assigned to a cost 

centre directly. 

Financial Accounting: Purchasing and Accounting both maintain information on 

vendors. Information on each vendor is stored in a vendor master record, which contains 

both accounting and purchasing information. The vendor master record represents the 

vendor account in financial accounting. Through Purchase Order account assignment, 

Purchasing can also specify which GJL accounts are to be charged in the financial 

accounting system. 

 

 

 

 

Sales and Distribution: Within the framework of material requirements planning 

(MRP), customer requirements from Sales can be passed on to Purchasing. In addition, 

when creating a requisition, you can assign it to a sales order. Purchasing system 

performs tasks like procurement of materials and services, determination of possible 

sources of supply for a requirement identified by the materials planning and control 



system or arising directly within a user department, monitoring of deliveries and 

payments to vendors, and so on. 

Inventory Management 
 

Inventory Management system allows you to manage your stocks on a quantity and value 

basis, plan, enter and check any goods movements and carry out physical inventory. In 

the Inventory Management system, the physical stocks reflect all transactions resulting in 

a change in stock and thus, in updated inventory levels’. The user can easily obtain an 

overview of the current stocks of any given material. For each material, not only are the 

stocks in the warehouse shown, but also the stocks ordered but not yet delivered, reserved 

for production or for a customer, and the stocks in quality inspection can be monitored. If 

a further subdivision by lots is required for a material, one batch per lot is possible. These 

batches are then managed individually in the stock. Special stocks from the vendor or 

from the customer (for example, consignment stocks) are managed separately from the 

company’s own stock. 

Invoice Verification and Material Inspection 
 

The Invoice Verification component is part of the Materials Management system. It 

provides the link between the Materials Management component and the Financial 

Accounting, Controlling and Asset Accounting components. Invoice Verification in 

Materials Management serves the following purposes: 

 It completes the materials procurement process-which starts with the purchase 

requisition, continues with purchasing and goods receipt and ends with the 

invoice receipt 
 

 It allows invoices that do not originate in materials procurement (for example, 

services, expenses, course costs, etc. ) to be processed 
 

 It allows credit memos to be processed, either as invoice cancellations or 

discounts 

Invoice verification does not handle the payment or the analysis of invoices. The 

information required for these processes is passed on to other departments. 

 
 

ERP MARKET PLACE        UNIT 4 

 
OBJECTIVES 
 

After going through this lesson, you will be able to: 
 

 Make an assessment of the ERP market 
 



 Identify the reasons for the growth of ERP market 
 

 Describe various types of ERP products 
 

 Define major players of ERP and their offerings 

 

INTRODUCTION 
 

Today, many organizations face continuous demands from rapidly changing and increasingly 

competitive global markets. They also must serve customers who want innovative, high 

quality products that feature special options. Additionally, further pressures are created by 

technology developments that shorten many product life cycles and by intensified 

international competition, which drives corporations to reduce costs and improve production 

efficiencies. 

To increase competitive .advantage, companies require flexible business information systems 

that adapt to rapid change. To address these needs, enterprise business applications must 

provide solutions that concentrate on the customer by integrating the 

supply chain. These systems must allow information access throughout the enterprise and 

provide software that adapts to the business. In addition, technical requirements include a 

true client/server computing environment that supports relational database technology and 

graphical user interfaces. Most importantly, these systems must provide open systems 

through choice and integrate the complete supply chain infrastructure, connecting whatever 

systems an organization has selected to meet its information technology requirements. 

REASONS FOR THE GROWTH OF THE ERP MARKET 
 

There is no doubt that the market for Enterprise Resource Planning (ERP) systems is in 

great demand. Industry analysts are forecasting growth rates of more than 30% for at 

least the next five years. Why are so many companies replacing their key business 

systems? The answer is: 

 To enable, improved business performance 
 

 Cycle time reduction 
 

 Increased business agility 
 

 Inventory reduction 
 

 Order fulfillment improvement 
 To support business growth requirements 

 
 New products/product lines, new customers 

 
 Global requirements including multiple languages and currencies 

 To provide flexible, integrated, real-time decision support 
 

 Improve responsiveness across the organization 



 To eliminate limitation in legacy systems 
 Century dating issues 

 
 Fragmentation of data and processing 

 
 Inflexibility to change 

 
 Insupportable tecn1ologies 

 To take advantage of the untapped mid-market (medium size organizations) 
 

 Increased functionality at a reasonable cost o Client server/open systems 

teclu1ology 

 Vertical market solutions 
These are some of the reasons for the explosive growth rate of the ERP markets and the 

ERP vendors. As more and more companies are joining the race, the ERP vendors are 

shifting their focus from big-Fortune 1000 companies to different market segments 

(Medium size companies, small companies etc.). The future will see fierce battle for 

market share and mergers and acquisitions for strategic and competitive advantage.  

SAP 
 

Company Profile 
 

Founded in 1972, SAP (Systems, Applications and Products in Data Processing), based in 

Walldorf, Germany, is the leading global provider of client / server business application 

solutions. Today, SAP has installations in more than 107 countries. 

SAP’s - ERP package comes in two versions: the mainframe version (SAP R/2) and the 

client/server version (SAP R/3). Most prominent among SAP’s product range is the 

enterprise application suite R/3 for open client/ server systems. With SAP Systems, 

customers can opt to install the core system and one or more of the functional 

components, or purchase the-software as a complete package. 

Products and Technology 
 

SAP products feature a sophistication and robustness unmatched by other business 

software solutions. SAP has developed an extensive library of more than 800 predefined 

business processes, spanning each functional software requirement. These processes may 

be selected from the SAP library and included within installed SAP applications, after 

tailoring the application solution to suit the user’s exact requirements. New business 

processes and technologies become available regularly, enabling SAP customers to add 

state of-the-art solutions to meet ever-changing business demands. 

An Overview  
 

R/3 employs a three-tier client/server architecture widely recognized by SAP customers, 

technology partners and industry analysts as a winning approach to solving some of 



today’s most demanding information-management challenges. The three-tiered 

architecture separates a system into three functional layers, each structured to support the 

demands of its function. 

SAP has also incorporated and integrated the intranet and Internet technologies into 

business solutions for its customers. Both internally and together with its partners, the 

company is defining and creating a number of Internet standards-based interfaces, 

applications and business processes that will extend the usefulness of SAP software in 

entirely new ways and to new classes of customers. 

Modules 
 

R/3’s applications’ are modules. They can either be used alone or in combination with other 

solutions. From a process-oriented perspective, greater integration of applications increases 

the benefits derived. The following are the R/3 modules: 

Financial Accounting Collects all the data in your company relevant to accounting, provides 

complete documentation and comprehensive information, and is at the same time an up-to-

the-minute basis for enterprise-wide control and planning. 
 
Treasury A complete solution for efficient financial management that ensures the liquidity 

of your company worldwide, structures financial assets profitably and minimizes risks. 

Controlling A complete array of compatible planning and control instruments for company-

wide controlling systems, with a uniform reporting system for coordinating the contents and 

procedures of your company’s internal processes. 

Enterprise Controlling continuously monitors your company’s success factors and 

performance indicators on the basis of specially prepared management information. 
 
Investment Management Offers integrated management and processing of investment 

measures and projects from planning to settlement, including pre-investment analysis and 

depreciation simulation. 
 
Production Planning Provides comprehensive processes for all types of manufacturing from 

repetitive, make-to-order and assemble-to-order production, through process, lot and make-

to-stock manufacturing, to integrated supply chain management with functions for extended 

MRP-II and electronic Kanban, plus optional interfaces for PDC, process control systems, 

CAD and PDM. 
 
Materials Management Optimizes all purchasing processes with work flow driven 

processing functions, enables automated supplier evaluation, lowers procurement and 

warehousing costs with accurate inventory and warehouse management and integrates 

invoice verification. 



 
Plant Maintenance and Service Management Provides planning, control and processing of 

scheduled maintenance, inspection, damage-related maintenance and service management to 

ensure availability of operational systems, including plants and equipment delivered to 

customers. 
 
Quality Management Monitors, captures and manages all processes relevant to your quality 

assurance along the entire supply chain, coordinates inspection processing, initiates’ 

corrective measures and integrates laboratory information systems. 
 
Project System Coordinates and controls all phases of a project, in direct cooperation with 

Purchasing and Controlling, from quotation to design and approval, to resource management 

and cost settlement. 
 
Sales and Distribution Actively supports sales and distribution activities with outstanding 

functions for pricing, prompt order processing and on-time delivery, interactive multilevel 

variant configuration and a direct interface to Profitability Analysis and Production. 

Human Resources Management Provides solutions for planning and managing your 

company’s human resources, using integrated applications that cover all personnel 

management tasks and help simplify and speed the processes. 

BAAN COMPANY 
 

Company Profile 
 

Baan Company is a leading global provider of enterprise business software. Baan Company 

offers a comprehensive portfolio of best-in-class, component based applications for front 

office corporate office and back office automation. These applications are in use at over 

7,000 customer sites worldwide. Baan Company products reduce complexity and cost, 

improve core business processes, are faster to implement and use, are more flexible in 

adapting to business changes and optimize the management of information throughout the 

entire value chain. 

 

Baan Applications 
 

Baan’s applications support a fully integrated, hybrid .manufacturing environment, offering 

integrated applications that address the spectrum of manufacturing scenarios, like make-to-

stock, assemble-to-order, make-to-order and engineer-to-order. 

Baan manufacturing. This includes multi-site MRP, product configuration, project control 

and critical path activity analysis capabilities. It manages repetitive and job shop production 

and supply chain control for multi-site manufacturing. 



Baan distribution and transportation. This section manages sales and purchasing, with 

order processing, margin monitoring and contract administration capabilities. Additionally, 

this module offers-comprehensive functionality for external logistics and transportation, 

providing route optimization, transport order management; transport maintenance, and public 

warehousing and packaging. It can be tightly integrated with Baan’s EDI module, enabling 

rapid communication with clients and subcontractors. 

Baan finance. It is a complete, integrated financial system that provides General Ledger, 

Axed Assets, Accounts Payable and Accounts Receivable capabilities. It can be used as an 

integrated portion of a complete Baan solution or in a standard mode for companies that only 

require the financial management capabilities. 

Baan service. It offers installation control, contract control, service order control and 

invoicing. 

Baan project. This is designed for the manufacturing and construction industries, and 

supports the management of large projects through all stages, from estimating tenders to 

delivery and throughout the guarantee period. 

Baan process. This process delivers the key functionality required for process 

manufacturers, including formulation and co-product/by-product management fully 

integrated with discrete ERP for hybrid environments. 

Baan tools. Baan tools are a powerful 4GL application development environment that 

provides end-users a fast, easy way to tailor Baan applications to achieve custom 

implementation. Baan Tools’ open architecture enables users to develop applications that 

are easily and seamlessly portable across multiple open systems hardware platforms, 

operating systems, databases, user interfaces and networks. All Baan applications are 

developed with Baan Tools, which also is available as a separate development product. 

Orware. Baan supports its customers with a comprehensive set of pres ales and post sales 

methodologies and services delivered by Baan directly or through a growing network of 

alliance partners. Of ware offers customizable process models which are tightly linked to the 

applications to speed implementation and end-user training, enabling companies to maximize 

quickly their return on investment in their Baan system. 

 

 

 

 

 

 



Baan Modules 

Baan ERP, the successor to Baan IV, is a proven enterprise resource planning software 

application. It is fully integrated and provides exceptional functionality across the enterprise. 

Baan ERP consists of a number of interdependent components that can be deployed to meet 

business needs. The flexibility within Baan ERP allows customers to maximize the benefits 

of both best-in-class solutions and a fully integrated, high performance system. Baan ERP 

includes the following components: manufacturing, finance, project and distribution. 

Manufacturing 
 

Achieving flexibility, speed, and product quality in manufacturing operations can give a 

definitive competitive edge in the market. Baan Manufacturing supports many types of 

production management strategies, such as engineer to-order, make-to-order, assemble-to-

order, and make-to-stock. For example, the Master Production Scheduling module 

assists business in day-to-day production control and long-term planning, and the Product 

Configuration module streamlines the processing of configured products. 

Manufacturing Module (includes Bills of Material, Cost Price Calculation, Engineering 

Change Control, Engineering Data Management, Hours Accounting, Product Classification, 

Product Configuration, Production Control, Production Planning, Project Budgeting, Project 

Control, Repetitive Manufacturing, Routings, Shop Floor Control, Toor Requirements, 

Planning and Control, Capacity Requirements Planning, Master Production Scheduling and 

Material Requirements Planning) 

Finance 

Effective financial management is critical to business success, but a company’s managers 

cannot manage what they cannot see. Baan Rnance delivers a high level of visibility for 

financial transactions and drill-down capability that gives detailed transaction information 

online. 

Project 
 

If a business executes customized projects for customers, comprehensive project control is 

undoubtedly fundamental to its profitability. With Baan Project, companies have the control 

needed to meet promised delivery dates and cost targets for even the most complex projects. 

Baan Project manages all the aspects of projects and contracts, providing visibility for all 

project activities and helping to ensure that delivery dates are met. 

 

 

 

 

 



ORACLE CORPORATION 
 

Company Profile 

Oracle Corp. (founded in 1977) is the world’s second largest software company and the 

leading supplier of software for enterprise information management. With annual revenues 

exceeding $ 8.0 billion, the company offers its database, tools and applications products, 

along with related consulting, education and support services. Oracle employs more than 

41,000 people in more than 145 countries around the world. Headquartered in Redwood 

Shores, California, Oracle is the first software company to implement the Internet computing 

model for developing and deploying enterprise software across its entire product line: 

databases and relational servers, application development and decision support tools and 

enterprise business applications. 

Oracle software runs on network computers, personal digital assistants, set-top devices, PCs, 

workstations, minicomputers, mainframes and massively parallel computers. Oracle 8i, the 

latest version of Oracle industry’s leading database, is the database for Internet Computing. 

Oracle’s family of database, networking and gateway products enable corporations to access 

any data, on any server, over any network, from any client device. 

Oracle Applications is a.1eading provider of packaged and integrated front office and ERP 

solutions for the enterprise and a division of Oracle Corporation, the world’s second-largest 

software company and the largest supplier of software for information management. Oracle 

Applications strategy is to offer all the enterprise solution components-proven applications 

advanced technologies, business expertise and partnerships required-to enable customers to 

execute strategies quickly, manage the risk of change and lead their respective industries. 

Oracle Applications is the only suite of enterprise business applications from a major 

Enterprise Resource Planning (ERP) vendor that follows the Internet Computing model. Each 

of the over 45 modules for financials, human resources, manufacturing, supply chain and 

front office automation is web enabled, allowing it to be deployed on corporate intranets with 

no software, other than a browser, required on users’ desktops. This architecture allows 

companies to shift the complexity of application management, 



Oracle Applications 
 

A brief overview of the Oracle applications categories is given below: 

Financials Oracle Financial Applications can transform a finance organization into a strategic 

force. In today’s fast-moving corporate arena, organizations require access to critical financial 

management functions. With Oracle Financial Applications, companies will be able to work 

globally, lower their administrative costs, close their books faster and improve cash 

management-while providing the strategic information required for making timely and accurate 

decisions. . 

Projects Oracle Projects Applications improve operational efficiency by providing an integrated 

project management environment that supports the full lifecycle of every project in your 

enterprise, increasing top-line revenue growth and bottom-line profitability. As the bridge 

between operations systems and corporate finance, Oracle Projects Applications provide a 

central repository of validated cost, revenue, billing and performance data associated with your 

business activities or projects. 

Human Resources Well-managed human resources directly improve the bottom line and 

contribute to competitive advantage. The ability to hire, motivate and retain the most capable 

workforce; engage employees and line managers directly in managing their skills and careers; 

and provide comprehensive and up-to-date workforce information for management on a global 

basis-are a few of the characteristics important for success. The Oracle Human Resource 

Management System (HRMS) provides comprehensive facilities for organizations to achieve 

such goals. 

Manufacturing Oracle Manufacturing Applications the industry leading mixed mode 

manufacturing solution that enables companies to achieve market leadership by becoming more 

customer-responsive and efficient. This product family supports companies from small, single 

facility environments to multi-plant, global manufacturers with complex requirements. Oracle 

Manufacturing Applications help companies increase revenue, profitability and customer 

loyalty by universally capturing demand, planning the extended enterprise in one rapid step and 

by ensuring that the most efficient manufacturing process is used to produce each product. 

Supply Chain Oracle Supply Chain Management Applications simplify supply chain processes 

by providing a single, integrated environment for managing the extended enterprise. From your 

suppliers’ suppliers to your customers’ customers, Oracle enables effective trading partner 

collaboration and supply chain optimization capabilities that are vital to gaining and sustaining 

competitive advantage.  

 



ERP & E-COMMERCE         UNIT 5 
 

UNDERSTANDING E-COMMERCE 
 

E-commerce is the use of telecommunication and data processing technology to improve the 

quality of transaction between business partners. It has existed in some form’ since the Invention of 

the telegraph and early automated data processing equipment but its use has greatly increased. E-

commerce improves organizational efficiencies by leveraging data processing, database storage, 

and data communication technologies. Existing network facilities can be utilized to achieve great 

savings in labour costs at the reduction of paper storage and handling facilities. It enabled firms to 

be more effective in improving the quality standard goods and services and to offer a variety of 

new service. The global marketplace has become larger and wider than e, because of the expansion 

of E-commerce activity. 

Electronic commerce is doing business online. It is about using the power of digital information to 

understand the needs and preferences of each customer and each partner; to customize products and 

services for them; and then to deliver the products and services as quickly as possible. 

Personalized, automated service offer businesses the potential to increase revenues, lower costs and 

establish and strengthen customer and partner relationships achieve these benefits, many companies 

today engage in electronic commerce for direct marketing, selling and customer service, line 

banking and billing, secure distribution of information, value chain trading; and corporate 

purchasing. While the benefits of electronic commerce systems are enticing, developing, deploy 

and managing these systems is not always easy. In addition to adopting new technology, many 

companies will need to re-engineer their business processes to maximize the benefits of electronic 

commerce. 

Evolution of E-Commerce 
 

During 1930’s American Airlines first pioneering effort with reservations was the “request and 

reply” system used in the 1930s. A reservations agent would telephone the central control point 

where inventory was maintained to inquire about space available on a flight, and a response would 

be returned via teletype. 

During 1940’s through the mid-1940s reservations were recorded manually with a pencil on 

different colored index cards, nicknamed “Tiffany” cards after the lamps with the colored glass 

shades. These cards were arranged in a “Lazy Susan,” and flights were controlled by half a dozen 

employees sitting around a table spinning the lazy Susan for index cards that would correspond to 

particular flights.  

 



By counting the pencil marks on each card, a clerk at the reservations center could give a “yes” or 

“no” to a request for a seat. Using the Tiffany system to complete a booking for a round-trip 

reservation from New York City to Buffalo required 12 different people performing more than a 

dozen separate steps during a three-hour period-longer than the flight itself! American developed 

the industry’s first electrical/mechanical device for controlling seat inventory in 1946. It was called 

the Availability Reservisor, and it applied basic computer file technology to the task of tracking 

American’s seats and flights. 

During 1950’s by 1952, the airline had added basic computer file technology - a random access 

memory drum and arithmetic capabilities to the Reservisor. With the Magnetronic Reservisor a 

reservations agent could check seat availability and automatically sell or cancel seats on the 

electronic drum. As advanced as this was for its time, the airline reservations process was still 

intensely manual. In 1953, a data processing system was developed that would create a complete 

reservation and make all the data available to any location throughout American system, called 

Semi-Automated Business Research Environment (SABRE). 

 
 
 
 
 

 



Distinct Categories of E-commerce 
 

Business-to- Business: Business-to-business (B2B) activity refers to the full spectrum of e-

commerce that can occur between two organizations. Among other activities, this includes 

purchasing and procurement, supplier management, inventory management, channel management, 

sales activities, payment management, and service and support. While we may be familiar with 

major players such as FreeMarkets, Dell, and General Electric, there are some exciting emerging 

consortia that combine the purchasing power of heretofore competitors, such as GM, Ford, and 

Daimler Chrysler, which joined together to create Covisint. Similar initiatives are under way with 

industry groups, including pharmaceuticals, commercial real estate development, and electronic 

subcomponents. 
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Categories of E-Commerce 

 

Consumer-to-Consumer: Consumer-to-consumer (C2C) exchanges involve transactions between 

and among consumers. These exchanges can include third-party involvement, as in the case of the 

auction website eBay.  

Consumer-to-Business: Consumers can band together to present themselves as a buyer group in a 

consumer-to-business (C2B) relationship. These groups may be economically motivated, as with 

demand aggregators, or socially oriented, as with cause related advocacy groups 

www.speakout.com 
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Convergence of E-Commerce Categories 
 
Consider, for example, the purchase of a Harry Potter book at Amazon.com figure shown below 

illustrates how the sale of Harry Potter books can ripple throughout the four e-commerce quadrants. 

At time period one, thousands of consumers buy the most recent Harry Potter book through 

Amazon. This purchase triggers an electronic exchange between Amazon and the publisher to 

request more books. This ordering forces the publisher to print new copies. The new copies trigger 

a reordering of new paper products, shipping materials (from cardboard suppliers), and ink.  

 

  

 

 
 



RELEVANCE OF ERP WITH E-COMMERCE 
 

Before discussing how the ERP vendors are responding to the Web e-commerce opportunity, let’s 

consider two fundamental ways in which you can use the Web to support e-commerce: 

Using the Internet as a router for e-commerce transactions and transaction-related notifications 

and documents between two parties. 

Using workflow to connect internal systems and external Internet service provider systems to 

create new types of e-commerce “value-chains” between business partners. 

Important issues involved (EDI and EFT) 
 

Electronic data interchange (EDI) and electronic funds transfer (EFT) software and service 

providers were delivering e-commerce long before the business world discovered the Web. The 

Internet has not significantly changed what either EDI or EFT software does, only how it does it. In 

the past, users of EDI and EFT software typically transmitted transactions between a buyer and a 

seller or a remitter and a bank via a privately run, value-added network (VAN). This locked in 

users to a particular communications infrastructure and service pricing structure. Today, people 

increasingly use the Internet as the router for EDI and EFT transactions, replacing VANs with 

virtual private networks (VPNs). These use point-to-point tunneling techniques to package and 

encrypt EDI or EFT transactions for faster, more secure transmission of data between two parties.  

Electronic Data Interchange (EDI) 
 

Computer-to-computer exchange of business information has become an increasingly popular form 

of electronic commerce. EDI is important because it enables firms to exchange business 

information faster, more cheaply, and more accurately than is possible using paper-based systems. 

Take, for instance, logistics. Key areas in the logistics communication channel are likely to include: 

the order processing system, the demand forecasting, the sales recording system, and the stock 

reordering system. EDI works like a glue to support the movement of this information through the 

supply chain. 

EDI is used in manufacturing, shipping, warehousing, utilities, pharmaceuticals, construction, 

petroleum, metals, banking, insurance, retailing, government, health care, and textiles, among 

others. EDI was first used in the transportation industry more than twenty years ago, by ocean, 

motor, air, and rail carriers and the associated shippers, brokers, customs, freight forwarders, and 

bankers. 

 

 

 

 

 



Benefits of EDI 
 

The benefits of EDI are cost reductions nom eliminating paper document handling and faster 

electronic document transmission. Other benefits include: 

Improvements in overall quality through better record keeping, fewer errors in data, reduced 

processing time, less reliance on human interpretation of data, and minimized unproductive 

time. 

Reduced inventory. EDI permits faster and more accurate filling of orders, helps reduce 

inventory, and assists in JIT inventory management. 

Better information for management decision-making. EDI provides accurate information and 

audit trails of transactions, enabling businesses to identify areas offering the greatest 

potential for efficiency improvement or cost reduction. 

Firms are adopting EDI as a fast, inexpensive method of sending invoices, purchase orders, 

customs documents, shipping notices, and other business documents. The improved ability to 

exchange documents quickly tends to speed up business processes. Furthermore, these processes 

can be closely monitored, providing the companies with the ability to trace, manage, and audit the 

operations. Such flexibility allows firms to adopt business techniques aimed at removing the 

bottlenecks and making the business processes more efficient. 

EDI in Action 
 

The idea behind EDI is very simple. EDI takes what has been a manually prepared form or a form 

nom a business application, translates that data into a standard electronic format, and transmits it. 

At the receiving end, the standard format is “untranslated” into a format that can be read by the 

recipient’s application. Hence, output from one application becomes input to another through the 

computer-to-computer exchange of information. The result is an elimination of the delays and the 

errors inherent in paper based transactions. The benefits of ED I can be seen by comparing the flow 

of in formation between organizations before and after its implementation. For this purpose the 

purchasing application provides an ideal scenario. In general, EDI has been used extensively in the 

procurement function to streamline the interaction between the buyer and seller. Other uses for EDI 

are also prevalent. Universities use EDI to exchange transcripts quickly. Auto manufacturers use 

EDI to transmit large, complex engineering designs created on specialized computers. Large firms 

use EDI to send to customers, online price catalogs, listing products, prices, discounts, and terms. 

 

 

 



when paper documents are shuffled between organizations via the mailroom. When the buyer sends 

a purchase order to a seller, the relevant data must be extracted from the internal database and 

recorded on hard copy. This hard copy is then forwarded to the seller after passing through 

intermediate steps. Sellers receive information in the form of letters and in some cases facsimiles. 

This information is manually entered into the internal information systems of the recipient by data 

entry operators. This process generates a considerable amount of overhead in labor costs and time 

delays. The reproduction of information also increases the risk of errors caused by incorrect data 

entries. 

This pervasive practice of converting digital data into hard copy data that is reconverted into 

electronic information again on the receiving end generates unnecessary costs. It is quite possible to 

exchange the information in its electronic format by means of other carriers. Such carriers include 

magnetic tapes and diskettes and, more recently, the EDI third-party services. The use of EDI 

carriers saves administration costs by reducing paperwork. Furthermore, the accessibility of the 

information is improved, which enables a more efficient audit of the operations. 
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Document Flow without EDI  
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Document Flow with EDI 



 

EDI can substantially automate the information flow and facilitate management of the 

business process as shown below. 

The EDI transactions for a purchase, shipment, and corresponding payment are as follows: 
 

Buyer’s computer sends purchase order to seller’s computer. 
 

Seller’s computer sends purchase order confirmation to buyer’s computer. 
 

Seller’s computers sends booking request to transport company’s computer. 
 

Transport company’s computer sends booking confirmation to seller’s computer. 
 

Seller’s computer sends advance ship notice to buyer’s computer. 
 

Transport Company’s computer sends status to seller’s computer. 
 

Buyer’s computer sends receipt advice to seller’s computer. 
 

Seller’s computer sends invoice to buyer’s computer. 
 

Buyer’s computer sends payment to seller’s computer. 
 

The purchase order confirmation is the seller’s acceptance of the price and terms of sale. Note 

that the various internal departments are aggregated and called buyer and seller to simplify 

the description. All the interactions occur through EDI forms and in most cases are generated 

automatically by the computer. 

Rigid requirements: EDI applications usually require highly structured protocols, 

previously established arrangements, and unique proprietary bilateral information 

exchanges. Those requirements involve dedicated connections or VANs. For example, 

EDI requires transacting parties to follow rigid agreements about the structure and 

meaning of data. These agreements are time-consuming to negotiate, inflexible, and 

difficult to maintain, especially in a changing environment. The resulting costs and 

lead times create barriers to investment in EDI applications by small companies, and 

inhibit its expansion beyond large companies and their trading partners. 
 

Partial solutions: EDI applications automate only a portion of the transaction process. For 

example, although the ordering of a product can be nearly simultaneous, the 

supporting accounting and inventory information, payment, and actual funds transfer 

tend to lag, often by days. This time lag, and the decoupling of the accounting and 

payment information from the ordering and delivery of goods and services that 

results, increases the likelihood of discrepancies, requiring expensive and time-

consuming reconciliation. Ideally, an electronic commerce application should 

eliminate these gaps between ordering, distribution, and payment, and enable real-

time links to record keeping and accounting systems. 
 



Closed world: EDI applications are very narrow in scope. The Web is beginning to break 

the “closed world” of ED I Proprietary architectures. The “open world” of the Web 

makes it easier for suppliers to enter into market, creating a more efficient market 

 

ERP and EDI Integration 
 

The information needs of enterprise or organizations are growing with data flooding into the 

management structure of the enterprise, continuously creating new information relationships. 

Various functionality relationships in areas of finance, sales and marketing, distribution, 

manufacturing, purchase, human resource and payroll are required for optimum function of 

resources. Similar relationships in the areas of supply chain management, distribution 

channel, field service computational analysis etc. are also becoming extremely necessary. 

ERP has become the means to support and accelerate the above processes. It is capable of 

managing a range of business processes like order entry, procurement, manufacturing and 

distribution management; and often requires Electronic Data Interchange (EDI) for the same. 

There 

is a need for integration of manufacturing systems not only within an organization but also in 

multiple plant sites, distribution centres and points of sale. New decision-support applications 

for forecasting demand planning, distribution management and supply chain optimization 

rely on ERP to generate data. There is a need for integrating these systems with EDI/E-

commerce organization information systems and are mainly transaction systems running 

mission-critical business applications, involving transfer of huge databases to large number of 

users. Such transaction-based systems can be best supported by EDI/E-commerce. 

 

ERP implementation leads to process redesign, which can bring phenomenal improvements 

in critical areas of businesses. The improvements can be measured using conventional 

yardsticks like quality, response, service and cost. Faster response and service in the 

purchase/ delivery process will help in reducing inventory and the resulting savings will help 

in lowering the costs of the end product. BPR is much more flexible when information is 

used in its electronic form, such as EDI. The argument also works in reverse-EDI is much 

more effective when it is applied with BPR. In most cases, BPR is simply an application of 

commonsense to the business processes. 

It is essential to integrate the ERP system with EDI. The integration facilitates capture of 

information electronically, at source, without readying it at any stage. For instance, 



information from trading partners may already be in EDI format. This information can be fed 

directly into the company’s ERP systems and reused. 

 

 

 Role of ERP Vendors (SAP, BAAN, Oracle, PeopleSoft) in E Commerce 
 

SAP AG : The three-tier architecture, process-oriented functionality, and existing business 

APIs (BAPIs) of SAP’s R/3 suite has meant that enabling the application for Web e-

commerce has probably been easier for SAP than for many other vendors. Basically, SAP had 

three tasks: 

To introduce a “fourth” tier to its architecture to handle interaction with the Web 
 

To let workflows reach out to the Internet as part of a process flow 
 

To adapt the presentation layer for use within a Web browser. 

 

The SAP-built Internet Transaction Server (ITS), currently limited to running on Windows 

NT 4.0 servers, is the conduit for Internet-related activity processed by presentation layer 

clients. ITS lets Web browser clients interact with R/3 application servers to reach business 

processes and components using the Computing Center Management System (CCMS) and 

the functional BAPIs. This means CCMS can monitor and load-balance e-commerce 

transactions reaching R/3 from Internet sources, and these transactions can interact with 

functional components using the same APIs that any other external application would use. 

Workflow processing can now reach out to the Web and manage events that occur as a result 

of interacting with external Web services. The R/3 presentation layer uses ActiveX controls 

and Java Bean-based applets for providing access to functionality via a Web browser. The 

R/3 release 4 Business Client provides on-demand delivery of 

these applets to PCs and includes a new HTML frame component for managing data 

displayed in HTML formats. 

 

SAP is steadily integrating Web e-commerce capabilities into its suite (it had EDI and EFT 

capabilities for many years) and is also working with partners to deliver other Web e-

commerce solutions. Release 3.IG of R/3, delivered Web e-commerce functionality that 

included product catalog access, online store building, and Web browser access to sales order 

creation, tracking sales order status, querying available to promise inventory, and retrieving 

customer account information. SAP has teamed up with Aspect Development Inc. and 

Acquion Inc. to supply catalog content for use in Web-based procurement applications. 

Meanwhile, the SAP/Intel Joint venture, Pandesic. LLC, bundles R/3 with other storefront-



related software such as Taxware’s Internet Tax System and CyberCash Inc.’s payment 

software, Intel-based hardware, and third-party implementation and support services to 

deliver a turnkey consumer-to-business Web e-commerce and accounting solution. 

 

 

BAAN 
 

Baan IV delivers Web e-commerce capabilities primarily for managing the sales order 

fulfillment process from product selection to product feedback. Baan IV uses both Java and 

ActiveX to deliver access to Baan functionality through popular desktop browsers. Baan 

claims that by using the Web-enabled functionality in the Baan IV suite, users can manage 

the sales order entry and tracking process entirely via a Web browser. The processes include: 

Browse item product catalog 
 

Use product configuration manager. 
 

Check item availability to promise 
 

Enter order header/lines 
 

Check credit, tax, shipment business rules 
 

Commit order to database 
 

Allow customer self-service access to order 

 

Send status change notification e-mails 
 

Send shipping/delivery documents bye-mail 
 

Allow customer self-service to record claims/complaints. 
 

 

ORACLE 
 

Unlike those of the rest of the top four ERP vendors, Oracle’s applications benefit from the 

company’s ownership of many of the infrastructure tools required to support Web e-

commerce, including, of course, a market-leading relational database. For example, you can 

use Oracle’s application development tool Developer/2000 to build applications deployable 

across the Internet from Microsoft NT-or Unix-based servers via a Java-based client 

interface. Developer/2000 also includes Oracle Reports 3.0, which provides HTML and 

Adobe portable document format (.pdf) output so you can view reports generated by Oracle 

Reports on the server from within a client-based Web browser. Developer/2000 and 

Designer/2000 (a repository and data modeling tool) and a new Java-based integrated 

development tool are slated to be merged into a complete Internet-ready application 

development suite. 



 

 

 

 

Oracle also has Oracle Application Server (previously known as Web Server), Oracle 

Commerce Server and Oracle Payment Server. These products deliver server centric, Java-

based application deployment services and Web storefront building and management 

capabilities. Together, they represent Oracle’s shot over the bows of Microsoft’s Site Server. 

Oracle claims that its Commerce Server also offers seamless integration with third party Web 

e-commerce service providers such as Cybercash (digital money), Verifone (digital 

authentication) and TanData (shipment costing and management). This integration uses 

Oracle’s cartridge components, an approach to integration similar to using COM-compliant 

objects that can be called from the order pipeline in Microsoft’s Site Server/Commerce 

Edition. 

Because much of Oracle’s Application suite has been rewritten in Developer/2000, Oracle 

has been able to ship an early-to-market, fully Web-enabled version of its Oracle Application 

suite. It has effectively become possible to run any Oracle Application form from a Web 

browser. As a result, you can run any business process that Oracle Applications support 

piecemeal, or as a whole, over the Internet. This is where all the major ERP players are 

aiming to be. 

E-Directories 
 

Directories have always played an important role in finding a particular service or product. 

Telephone directories, the- so-called white pages for private telephone numbers and the 

yellow pages for businesses have been essential in locating a person or business. In addition 

to the directories in book form the telephone companies allowed people to call in to ask for 

information. 

These two functionalities have been merged on the Internet. The database is located in a 

single place, providing a centralized functionality, but offering it to anyone at any time, 

making it a decentralized solution. 

The Internet offers the possibility to replicate the phone directories without many hassles, but 

it can do more than just search for a name and receive a phone number. On the Internet, for 

example, it is possible to enter a phone number and get the name. Moreover new directories 

are necessary to locate the web pages of people and businesses and their e-mail addresses. 

 



The Internet makes the retrieval easier and more difficult at the same time. Easier, because 

the means of searching are more powerful. But finding a particular piece of information has 

become more difficult as the amount of information has increased dramatically with the 

introduction of the Internet. 

companies is that they do not need to invest in shop personnel, for example. The franchising 

partner is responsible for the employees and the financial success of the single outlet. 

Electronic franchising works very similarly. It has become actually much easier on the 

Internet. Moving digital product, processes and brands is extremely easy. The affiliation 

programs of the large booksellers on the Internet are one example. They are not truly 

franchisers, as the large booksellers have their own store. But they allow franchising partners 

to exclusively distribute their products on the partners’ web sites. The advantage of this 

system is that there is no distribution costs involved. It is possible to link to the original 

products without letting the customers know. 

 


