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Enterprise Resource Planning: Firms are Trying to

Extend the System to Frond-End and M-Commerce
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Abstract: The growth of global enterprises and thepaxsion of
technical and managerial knowledge are hallmarkstbe twenty-
first century organization. A wave of interest in pnoving the
integration of information or data across the funicnal areas of
a business has surfaced during the past few yearsordv
specifically, business transactions that occur ime functional
area would, indeed, affect transaction in other fumanal areas.
Not surprisingly, the most effective managerial dgons can be
made when information and data from all areas of bosss are
available in real time, and that all parties havingccess to the
information are participants in the decision mad@ Software
which enables this integration of information is th&nterprise
Resource Planning (ERP) software system. The core éssand
concepts underlying idea behind Enterprise Resourdarfing is
its ability to bind the entire enterprise in a tighweb of
information system. This software application leaves function
of an organization untouched. The thrust of this per is to
provide information about the ABC's of ERP,
implementation life cycle, the seven mantra's for
implementation, and the rebirth of ERP extending ifsotprints

Manikandan

Although IT provided the perfect answer, in thetBamost
developers ended up developing need-based, isotaidd
piecemeal information systems that were non-corbjfgatis
shown in figure 1.1. And it is no wonder then that
implementations automated only the existing appbos
and not the business functions.

Most of this happened because IT was not
integrated into the corporate strategy. To draw lbeaefits
from a technology as powerful as IT, one has toictea
system with a holistic view of the enterprise. Sactystem
has to work around the core activities of the oizmtion,
and should facilitate seamless flow of informatiacross
departmental barriers. Such systems can optimédly and
manage all the resources of the organization andehghey

E;;Pcan be called agnterprise Resource Planning (ERP)

systems.

to Supply Chain Management (SCM), Customer Relationship

Management (CRM) and Collaborative Management.
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I. INTRODUCTION

When companies were small and all the differentaganial
functions managed by a single person, the decisimre
made, keeping in mind the overall company objestiut
as companies grew, managing the entire operatieoanhe
impossible for a single person. More and more peomre
brought in and the different business functionseagiven to
different individuals. When the organization becdarger,
each person-hired people to assist him/her andrdéhieus
departments as we see now, evolved. The size of

the

departments began to increase, as more and mopgepeo

were required to do the job.

1.1 Isolated Information System:

As the departments became large, they became chosdd

watertight. Each had their own set of procedured an

hierarchy. People, at most levels within a depantmsould
just collect and pass information upward. Thus rimfation
was shared between departments only at the top leve
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Figure 1.1 A Pre — ERP Scenario

The ABC'’s of ERP

Il. WHAT IS ERP?

Enterprise resource planning means, the technignésconcepts for the integrated management of essés as a whole,
from the viewpoint of the effective use of managatmesources, to improve the efficiency of an eprise.
Figure 2.1 below shows how information is integddbetween departments within an organization uamgRP system.
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Figure 2.1 Information integration through ERP sysems
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2.1 Introducing ERP in the organization: 4.3 To standardize HR information. —Especially in

According to industry pundits one-third to one-halfERP companies with multiple business units, HR mayhwte a

system implementations are ‘failures’ with nearfftof the unified, simple method for tracking employee timeda

failures leading to demise of the company as aapeddent communicating with them about benefits and servie#dP

ongoing concern. can fix that.

It has been believed that introduction and impletatton of In the race to fix these problems, companies often

an ERP is a technology based strategic decisiomhwis lose sight of the fact that ERP packages are ngthinre

not true. In fact, it is a decision that ideallyoshd be based than generic representations of the ways a tygioaipany

on business needs and benefits. Ideally spealiegpp and does business. While most packages are exhaustively

the middle management must be more than clear ahab comprehensive, each industry has its quirks thakema

they expect from the ERP implementation. But thenique. Most ERP systems were designed to be uged b

expectations are invariably met in most of the sase discreet manufacturing companies (who make physical
ERP is being preached as mantra to solve most thfings that can be counted), which immediately #diftthe

the problems in the enterprise. ERP has been sfutés process manufacturers (oil, chemical and utilitynpanies

area of customer management, order managemetftat measure their products by flow rather tharividdal

production planning and control, cash flow, bilteezable, units) out in the cold. Each of these industries $tauggled

bill payable and inventory management. with the different ERP vendors to modify core ERP

programs to their needs.
IIl. HOW LONG WILL AN ERP PROJECT TAKE?
Companies that install ERP do not have an easy ¢ihie V- WILL ERP FIT THE WAYS WE DO BUSINESS?

Don't be fooled when ERP vendors tell you aboutree or It's critical for companies to figure out if theuays of doing
six-month average implementation time. Those sfibet's business will fit within a standard ERP packageobetthe
right, six months is short) implementations all éavcatch checks are signed and the implementation begins.mdst

of one kind or another: the company was small, tegr t common reason that companies walk away from
implementation was limited to a small area of thenpany, multimillion-dollar ERP projects is that they disey that

or the company only used the financial pieces ef HRP the software does not support one of their impartan
system (in which case the ERP system is nothingertitan  business processes. At that point there are twwshihey

a very expensive accounting system). To do ERR,ripe can do:

ways you do business will need to change and thgswa (i) They can change the business process to
people do their jobs will need to change too. Aal tkind accommodate the software, which will mean
of change doesn't come without pain. Unless, oframu deep changes in long-established ways of
your ways of doing business are working extremebil w doing business (that often provide competitive
(orders all shipped on time, productivity highearhall your advantage) and shake up important peoples'
competitors, customers completely satisfied), incilcase roles and responsibilities (something that few
there is no reason to even consider ERP. companies have the stomach for).
The important thing is not to focus on how long it
will take—real transformational ERP efforts usualyn (i) Or they can modify the software to fit the
between one to three years, on average—but rather t process, which will slow down the project,
understand why you need it and how you will usdoit introduce dangerous bugs into the system and
improve your business. make upgrading the software to the ERP
vendor's next release excruciatingly difficult,

IV. WHAT WILL ERP FIX IN THE BUSINESS? because the customizations will need to be torn
There are three major reasons why companies uheerta apart and rewritten to fit with the new version.
ERP:
4.1 To integrate financial data — As the CEO tries to VI. WHAT DOES ERP REALLY COST?

understand the company's overall performance, heher Meta Group recently did a study looking at the T@ast of
may find many different versions of the truth. Fina has Ownership (TCO) of ERP, including hardware, sof@yar
its own set of revenue numbers, sales have anw#iseion, professional services, and internal staff costse MCO
and the different business units may each have then numbers include getting the software installed #redtwo
versions of how much they contributed to revenl&RP years afterward, which is when the real costs dhtaming,
creates a single version of the truth that cannet hpgrading and optimizing the system for your bussnare
guestioned because everyone is using the samersyste  felt. Among the 63 companies surveyed—including Isma
medium and large companies in a range of industithe
4.2 To standardize manufacturing processes. — average TCO was $15 million (the highest was $30@om
Manufacturing companies—especially those with aand lowest was $400,000). While it's hard to drawo#d
appetite for mergers and acquisitions—often findatth number from that kind of a range of companies aRPE
multiple business units across the company makesdhge efforts, Meta came up with one statistic that peotheat ERP
widget using different methods and computer systemis expensive no matter what kind of company is gistn
Standardizing those processes and using a simjégrated The TCO for a “heads-down” user over that periods \aa
computer system can save time, increase prodyctantd staggering $53,320.
reduce headcount.
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VII. WHEN WILL WE GET PAYBACK FROM ERP—
AND HOW MUCH WILL IT BE?

Don't expect to revolutionize your business withFER is a
navel gazing exercise that focuses on optimizirg way
things are done internally rather than with custame
suppliers or partners. Yet the navel gazing haetiypgood
payback if you're willing to wait for it—a Meta gop study
of 63 companies found that it took eight montherathe
new system was in (31 months total) to see anyfllenBut

quite a bit of work to make it run smoothly. Usare in a
pickle here: Refreshing all the ERP data in a lugporate
data warehouse daily is difficult, and ERP systeima poor

job of indicating which information has changednfrday to

day, making selective warehouse updates tough. One
expensive solution is custom programming. The up$ho
that the wise will check all their data analysiged® before
signing off on the budget.

the median annual savings from the new ERP systas wB-2 Consultants Ad Infinitum

$1.6 million per year.

VIIl. THE HIDDEN COSTS OF ERP

Although different companies will find differentrd mines
in the budgeting process, those who have implerdd&iRP
packages agree that certain costs are more commo

insights from across the business, ERP pros voe& t
following areas as most likely to result in budgeérrun.

8.1 Training

Training is the near-unanimous choice of experidneRP
implementers as the most elusive budget item.nlt's so
much that this cost is completely overlooked, asisit
consistently underestimated. Training expenses hagé
because workers almost invariably have to leareva set of
processes, not just a new software interface.

8.2 Integration and Testing

Testing the links between ERP packages and othipocate
software links that have to be built on a case-fsedasis is
another often underestimated cost. A typical mastufing
company may have add-on applications for logistias,
production planning and bar coding. If this laundisy also
includes customization of the core ERP packageeeine
cost of integrating, testing and maintaining thetesn to
skyrocket.

As with training, testing ERP integration has todome
from a process-oriented perspective. Instead ajgihg in
dummy data and moving it from one application te tiext,
veterans recommend running a real purchase ordeugh
the system, from order entry through shipping awipt of
payment-the whole order-to-cash banana-preferalily thve
participation of the employees who will eventually those
jobs.

8.3 Data conversion

It costs money to move corporate information, swach
customer and supplier records, product design aadathe
like, from old systems to new ERP homes. Althougtv f
CIO’s will admit it, most data in most legacy systeis of
little use. Companies often deny their data isydirttil they
actually have to move it to the new client/servaups that
popular ERP packages require. Consequently, tho
companies are more likely to underestimate the cbghe
move. But even clean data may demand some ovetbaul
match process modifications necessitated—or indpitey
the ERP implementation.

8.4 Data analysis

Often, the data from the ERP system must be cordhiritn
data from external systems for analysis purpossesrdwith
heavy analysis needs should include the cost ofa@a d
warehouse in the ERP budget—and they should expeit

overlooked or underestimated than others. Armedh witm

When users fail to plan for disengagement, consylfees
run wild. To avoid this, companies should identify
objectives for which its consulting partners mush avhen
training internal staff. Include metrics in the satiants'
contract; for example, a specific number of the ruse
ﬁPmpany‘s staff should be able to pass a project-
nagement leadership test—similar to what Big Five
ﬁonsultants have to pass to lead an ERP engagement.

8.6 Replacing Your Best and Brightest
It is accepted wisdom that ERP success dependtafimg
the project with the best and brightest from thsihess and
IS. The software is too complex and the business\gbs
too dramatic to trust the project to just anyonée Tbad
news is, a company must be prepared to replace mfny
those people when the project is over. Though tR® E
market is not as hot as it once was, consultingsiand
other companies that have lost their best people bei
hounding yours with higher salaries and bonus sftean
you can afford—or that your HR policies permit. Idiel
with HR early on to develop a retention bonus paogand
to create new salary strata for ERP veterans. uflgbthem
go, you'll wind up hiring them—or someone like them
back as consultants for twice what you paid thesalaries.
8.7 Implementation Teams Can Never Stop
Most companies intend to treat their ERP implentesria
as they would any other software project. Oncestifevare
is installed, they figure, the team will be scudtland
everyone will go back to his or her day job. BuerERP,
you can't go home again. You're too valuable. Beedhbey
have worked intimately with ERP, they know more w@ho
the sales process than the salespeople do andaimou¢ the
manufacturing process than the manufacturing pedple
Companies can't afford to send their project pebpltk into
the business because there's so much to do aéeERP
software is installed. Just writing reports to gofbrmation
out of the new ERP system will keep the projectrtdrisy
for a year at least. And it is in analysis—and, dopes,
insight—that companies make their money back o&RR
implementation. Unfortunately, few IS departmeriengdor
the frenzy of post-ERP installation activity, arever still
build it into their budgets when they start theRFEprojects.
any are forced to beg for more money and staff
immediately after the go-live date, long before tBRP
project has demonstrated any benefit.
8.8 Post-ERP Depression
ERP systems often wreak cause havoc in the conpérage
install them. In a recent Deloitte Consulting syna 64
Fortune 500 companies, one in four admitted thaty th
suffered a drop in performance when their ERP syste
went live. The true percentage is undoubtedly mhigher.
The most common reason for the performance problems
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that everything looks and works differently fronettvay it
did before. When people can't do their jobs in fdmailiar
way and haven't yet mastered the new way, theycpand
the business goes into spasms.

IX. HOW DOES ERP FIT WITH ELECTRONIC
COMMERCE?

After all of that work inventing, perfecting andllseg ERP
to the world, the major ERP vendors are havingrd tisne
shifting gears from making the applications thatamline
business practices inside a company to those thes f
outward to the rest of the world. These days, thtekt
areas for outward-looking (that is, Internet) pg&P work

ISSN: 2319-6378, Volume-3 Issue-5, March 2015

have begun to shrink their ambitions and focus @ndthe
back-office engine that powers electronic commerather
than trying to own all the software niches that meeessary
for a good electronic commerce Website. Indeedthas
niche vendors make their software easier to hodk in
electronic commerce Web sites, and as middlewandors
make it easier for IS departments to hook together
applications from different vendors, many peoplender
how much longer ERP vendors can claim to be thaam
software platform for the Fortune 500.

X. SEVEN MANTRAS FOR THE RIGHT SELECTION
OF ERP PACKAGE

are electronic commerce, planning and managing yoilihe process of selecting an ERP is not an easyatdskof

supply chain, and tracking and serving customersstM
ERP vendors have been slow to develop offeringshfese
areas, and they face stiff competition from niclemdors.
ERP vendors have the advantage of a huge instadise of
customers and a virtual stranglehold on the "baffice
functions—such as order fulfilment. Recently EREhdors

Level of
Importance

thinking and evaluation is required for the righbguct. The
product should be selected on the basis of funatioreds
and IT needs of the organization and not on théslmHsthe
promises of the vendors and consultants.

Figure 10.1 below shows relative importance of asi
aspects in an ERP implementation process.

Package

Implementation

People

Figure 10.1 People are the most important aspect &RP

Mantra 1: Ask why an ERP and have sufficient reasons tdlthough the phases as shown in figure, may seem ve

justify it.

linear and distinct from each other, in realityrotighout an

Mantra 2: Get Top Management involved in buyingactual implementation, the phases are in fact dlutd. In
many cases, companies go through many implemensgatio
modules,

decision.

Mantra 3: Identify the critical processes.

Mantra 4: Understand the Concept of ERP.

Mantra 5: ldentify the Alternatives packages of ERP.
Mantra 6: The Final Selection of ERP Package.
Mantra 7: Creation of a Contract and a Project Charter.

XI. ERP IMPLEMENTATION LIFE CYCLE:

Like any other project, the ERP implementation @cbjalso
has to go through different phases. The differdrases of
ERP Implementation are shown in figure 11.1.

10

in different business units, different

manufacturing location.

or
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company > Pre-selection Screening B ERP
Management v Vendors
4
Package Evaluation
4
Project Planning
v
Gap Analysis Reengineering Configuration
Implementation Testing End-User Training
Team Training
4
Going Live
4

Post-Implementation Phase

v

Figure 11.1 ERP implementation Lifecycle — differehphases

ERP helped the company to streamline the back — end
XIl. REBIRTH OF ERP but still fail to meet the just — in — time requirements of

During the past decade, almost every corporatendrobe  the customer, especial.ly in the situations where &
world was chanting the ERP mantra. Companies gelliffompany was dealing with products from other vendas.
ERP packages, and consultants helping in the The major ERP vendors were slow to see the power
implementation, road the waves to make huge fostune ~ ©f the Internet. They were also slow to recogntm they

India spotted the ERP wave a bit late — but once yyould need to extend their solutions to Supply. ﬁha_l
did, it waded in with gusto. Between 1995 and 199@&r Management (SCM) and Customer  relationship
600 companies had either implemented — or wef@anagement (CRM). As a result, the ERP movemeeif its
implementing — ERP solutions. slowly slid into irrelevancy.

By 2000 though, the ERP movement was in big2-1 ERPII _
trouble. For one, the Internet — and the opporemiit OVer the past few months though, ERP vendors giegtr
provided in reaching out to vendors and customéke & hard to make a come back. And they are now modjfyin
took the center stage. Then again, the big glifcthe ERP  ERP to extent their the footprints. ERP is evolvimg what
philosophy started cropping up. The ERP was alluaboGartner (research director, _AS|a Pacific, Kristian
making the internal systems of the company verigiefit. Steenstrup)lkgs to callERP II. It incorporates much of the
But in a number of situations, that alone was maigh. market learning of 1999 — 2000. And the vendors are

making investments to web enable software, expand
footprint to include SCM and CRM and address
collaborative commerce as shown in Figure 12.1.
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Address Expand
Collaborative footprint to
Commerce via include areas

markets like SCM,

CRM.
Web enabled Broaden industry
software v\ WHY coverage
ERP Il >
Drive home
Include portal benefits of
Functionality integration

Figure 12.1 Rebirth of ERP

12.2 ERP versus ERP Il

ERP ERP Il
ROLE Integrate info islands with firms Collaborative cowrce
DOMAIN Manufacturing and distribution All sectors
FUNCTION Sales, distribution finance process Cross — inglastd industry specific
PROCESS Internal and hidden More open; externally connected
ARCHITECHTURE Closed and monolithic Web — based
DATA Internally generated and consumed Shared externally
Xlll. POPULAR WEBSITES FOR ERP SYSTEM Www.geac.com

WWW. pivotpoint.com www.mrp9000.com

www.dacg.com www.erpfans.com

www.bscon.com www.baan.com

www.ifsab.com WWW.SSax.com
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XIV. ERP COUNSELING [10] Vinod Kumar Garg & Dr.Kamal Bharani,”An Emial Method For
L . Estimation Of Efforts For ERP Implementation”, pp-14, Industrial

Bangalore based Maini Info Solutions has set uporap Engineering Journal, vol xxx No.11.
www.erptimes.com [11] John Ribeiro, “ERP Counseling from Maini”, pp.Information

Which is positioned as an unbiased, vendor indegend  SYStems Computerworld Feb 2000.

advisory service for organizations planning to iempént
ERP solutions

XV. CONCLUSION

The future of ERP will include tools for demand itiang,
Supply chain optimization and Supply chain exeautiéor
instance if we want a new design of a car, we temesthe
final prototype of the axle with the supplier. Tirew ERP I
is not vastly different. It effectively amount taiillling a
new addition to an old house. ERP Il essentiallly dakes
off from an enterprise-centric ERP, which conceetiaon
storing all information within the enterprise, tarfdle data
distributed throughout a trading community. In fdobking
back, this is how ERP evolved in the first plac&orh
materials resource planning (MRP) to manufacturing
resource planning (what was also called MRP IERP-has
been a continuous growth to integrate all functiomsan
enterprise. It has grown constantly by mutationd #me
latest has been the incorporation of CRM and SCMHhat
is now

ERP II.

Comment:

1990-1998: Implement ERP or you will be dead

1999-2000: ERP is irrelevant. ERP is dead

2001 : ERP 11 will revive the ERP movement_ong
Live ERP Il
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