WEEK 5: Supporting Processes with ERP Systems (Chapitre 6 PS&I)


1) What Problem Does an ERP System Solve?

The key to ERP systems is that data are consolidated in one central database. It avoids Information Silo Problem  Data isolated and replicated in separated information systems.
Solutions: 
· Either common data model and middleware: Enterprise Application Integration (EAI)
· It approaches the silo problem by providing layers (des couches) of software that connect information systems together. 
· EAI is software that enables existing applications to communicate with each other and to share data.
·  It also provides integrated data 
· It exploits existing systems, leaving departmental information systems as is, but providing an integration layer over the top
· It allows organizations to continue taking advantage of their current IT investments
· Causes less disruption than an ERP implementation
· Enables a gradual move to ERP
 
· Or a centralized data deposit (everything goes to one “place”): Enterprise Resource Planning (ERP)
An ERP product is a suite of software, a database, procedures and a set of processes for supporting business operations with a single, consistent, information system. These systems integrate processes data from departments such as accounting, HR, sales… into a single system. Uses a single database

Before ERP system, businesses used software called material requirements planning (MRP) to efficiently manage inventory, production, and labour, designed primarily for manufacturing organizations but as computing power became cheaper, manufacturing resource planning (MRPII) was developed that added financial-tracking capabilities as well as the opportunity to schedule equipment and facilities. MRPII evolved in to ERP.

2) What Are the Elements of an ERP System?

Today, for a product to be considered a true ERP product, it must include applications that integrate the processes in the following business functions:
· Supply chain management (SCM; procurement, sales order processing, inventory management, supplier management, and related activities)
· Manufacturing (manufacturing, scheduling, capacity planning, quality control, bill of materials…)
· Customer relationship management (CRM; sales prospecting, customer management, marketing, customer support, call center support…)
· Human resources (payroll, time and attendance, HR management, commission calculations, benefits administration…) 
· Accounting (general ledger, accounts receivable, accounts payable, cash management, fixed-asset accounting…) 

The five components of an ERP system: 
· Software: accomplishes interprocess data integration. The software can be customized to meet customer requirements, this customization is called configuration.
· Databases: gigantic, but largely unpopulated database, a database design and initial configuration data. Can contain over 25000 tables.
· Procedures: are instructions and methods for users to interact with the application. Training sessions called train the trainer (in-house training)
· Hardware: including disk storage, servers, clients, printers, scanners, network devices, and cables. ERP hardware dilemma due to constantly changing needs and security issues. ERP is going to be mobile
· People: 3 roles  Users are the employees of the firm implementing the system, they interact directly with the system; Analysts have specialized training and use the system for business analysis; consultants train, implement, configure the system.

Inherent Business processes:
ERP is more than just an IS. They also specify processes for the implementing organization. These processes are called inherent processes:  some of the changes are minor but some can be significant. 
ERP system includes hundreds or even thousands of processes and activities called process blueprints by some vendors.
Organization implementing an ERP system must either adapt to the predefined inherent processes or design new ones. The design of a new process may necessitate changes to software and database (customization), which can be very costly.

3) What Are the Benefits of an ERP System?

[image: ]

4) What Are the Challenges of Implementing an ERP System?

There are several challenges with implementing an ERP system.  However, we can categorize them into two main categories:


1- Implementation decisions
The challenge of implementing an ERP system lies in the details of implementation decisions.  
Ex: What do we select as our item identifier? How long are resupply times? What will be our order size? Which BMO (bill of material  it specifies the raw material quantities, and subassemblies needed to create a final product) format should we use? Who and how approves schedule and terms...? 
- Technical
- Non-technical (processes and procedures)

2- People Issues
People issues occur when the ERP system dictates changes in processes for the organization  Changes to work patterns and managerial reporting
· When that happens, work is changed and is often not well received by the people in the organization.  
· Another common problem is that top management believes that the hard part of the implementation process is the decision to implement. Once the decision is made they believe they can move on but they need to stay involved.
· A second top management problem is overselling the vision of what a system will do, blinded by the benefits of the system they will buy more features than they need or that the organization can implement successfully.
· Another problem can arise when a manager views the ERP solution as a threat to his or her department autonomy.
· Finally, management may fail to specify how their grand vision of this ERP system translates into day-to-day operations. They fail to specify objectives and measures for new processes.

5) What Types of Organizations Use ERP?

First ERP customers were mostly large manufacturers. New ERP products are scaled to all customers: small, medium, and large.

· ERP by industry type 
Every type (manufacturing, mining, utilities, health, governments, retail and education…)
· ERP by organization size
· Large 
· Recently also medium- and small-size
· International ERP
· Global enterprises 

6) Who Are the Major ERP Vendors?

1- SAP is the gold standard
2- Oracle
3- Infor
4- Microsoft Dynamics
5- Epicor

7) What makes SAP different from other ERP systems?

SAP product: Collection of interconnected and interdependent modules 
of distinct and logical set of processes.
· SAP modules: is a distinct and logical set of processes (for example the SD, the sales and distribution module is a collection of processes supervised by the marketing department: customer data, sales data, pricing data). Companies that install SAP choose modules for their implementation.
· SAP inputs and outputs: Usability features out of a single database.
· [bookmark: _GoBack]SAP software:  The SAP software is now bundled into what SAP calls the SAP Business Suite: The SAP business suite is composed of various applications:  
· SAP ERP
· SAP CRM (customer relationship management)
· SAP SRM (supplier relationship management)
· SAP SCM (supply chain management)
· SAP NetWeaver: application platform that connects SAP to hardware, 3rd party software, and output devices.  NetWeaver provides an SOA interface that eases the integration of SAP with non-SAP applications. 
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« Implements processes that are industry best practices.

« Data sharing occursin eal time.

 Management can be more insightful and provide better oversight.

« The information silo problemis solved.
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