Integrated software solution to all the functions of an organization.

Definition: ERP is a fully integrated business management system covering all functional areas.
E.g.: - Logistics, Production, FiCO & HR.

It organizes & integrates the above-stated operations to make optimum use of resources & maximize return. It does the same thing but in a different manner.

Evolution of ERP
1. ERP has evolved from system known as MRP II (Manufacturing Requirement Planning). It's a method for planning of all the resources of the manufacturing company and involves all operational and financial planning and has simulation capabilities.
2. Its major drawback is that it cannot effectively integrate the different functional areas to share the resources effectively.
3. MRP II evolved from MRP (Material Requirement Planning) Systems
4. MRP is considered as an important planning and manufacturing control activity for materials.

Benefits
Enterprise Resource Planning – Redesigning Business
1. 
1. Assists employees & managers.	  	
1. Reduction of paper document.
1. Production scheduling.		
1. Timeliness.
1. Optimum capacity utilization.		
1. Accuracy.
1. Reduce Inventory.		
1. Quick response.
1. Better services to customers.		
1. Competitive advantage.


Characteristics
1. 
1. Integration of all organization processes.
1. Flexibility.
1. Modular & open system architure.
1. Comprehensive. [Wide range of business organizations]
1. Beyond the company.
1. Best Business Practices.
1. Use of EFT, EDI, Internet, Intranet, E-Comm., etc.

Business Process Re-engineering [BPR]:  Every company that intends to implement ERP has to re-engineer its processes in one form or the other. This is known as BPR.

Definition by Hammer and Champhy : 
· BPR is the fundamental rethinking and radical redesign of the processes to achieve dramatic improvement in critical contemporary measures of performance
· Such as cost, quality, service and speed.
· Fundamental rethinking: involves eliminating business processes if it does not add any value to the customer.
· Radical redesign: means reinventing and not enhancing or improving.
· Dramatic improvement: means a reduction of 80%-90% of costs and processing time.
· Thus BPR aims at major transformation of the business processes to achieve dramatic improvement.
· The business objectives of the enterprise are achieved by transformation of the business
· Processes which may or may not require the use of Information technology.
Business Engineering 
1. BPR + Information Technology Re-thinking of business processes to improve speed, quality & output.
2. It's based on the concept of Process Oriented Business Solutions enhanced by the Client - Server computing.
3. The main point in business engineering is the efficient redesigning of company’s value added chains (series of connected steps running through a business which when efficiently completed add value to the enterprise and customers

Business Modeling: 
1. Consists of Core Business Processes / Activities & their inter-linking in a diagrammatic form.
1. Planning 	– 	Top down approach.
Execution 	– 	Bottom up approach.
1. Readymade Business Modeling Templates are also available in the market.
[bookmark: _GoBack]Method Of Implementing ERP 
· ERP implementation involves considerable amount of time, efforts and valuable resources and the success is not guaranteed. Hence it's a risky affair
· Customization: It refers to making changes in a standard ERP package to suit specific needs of the enterprise at the time of implementation. It should be kept in mind that maximum benefit will be available only when the standard package is implemented in totality.
1. The roles and responsibilities of the employees have to be clearly identified, understood and configured in the system.
2. Moreover the ERP package should be expandable and adaptable to meet the dynamically changing business processes.
3. A well implemented ERP package can give a 200% return where a poorly implemented system gives only 25%.
· Before implementation ERP must be divided into modules & components.
· It must be customized as per the requirement. Implementation must be formalized.


A. Identifying the needs for implementing ERP.
B. Evaluating the present situation.
C. Deciding the proposed situation.
D. Re-engineering of processes.
E. Evaluation of various alternative ERP packages.
F. Finalizing the ERP package.
G. Installation of required Hardware & Network.
H. Hiring the ERP consultants.
I. User training.
J. Final implementation of ERP package.


Determination of ERP package
2. Flexibility. [Ability to change according to future requirements]
2. Comprehensive. [Applicable to all industries]
2. Integration.
2. Beyond the company.[Supports processes with customers, suppliers, banks, etc.]
2. Best Business Practices.[Best Business Practices stored in ERP knowledge base]
2. New technology.

Implementation Guidelines

1. Analyze the corporate needs.
2. Business Process Re-engineering.
3. Establishment of good network.
4. Leadership & Motivation.
5. Appointment of Project Manager
6. Hiring of consultants.
7. Selection of suitable package.
8. Training.
9. Final implementation.
10. List down the Critical Success Factors (CSF’s) at departmental level.
11. Numeric values assigned to CSF’s are called Key Performance Indicators (KPI’s).


Life after implementation

Positives	
1. Increased productivity.
1. Automation of processes.
1. Improvement in KPI’s.
1. Elimination of manual work.
1. Total integration.
1. Real-time information.
1. Improved networking features.
Negatives
1. Job redundancy.
2. No secrecy of departmental data.
3. Loss of control & authorization.



ERP Audit
1. Necessary for ensuring the proper functioning of ERP package.
2. May be specific or general.
3. Evaluation of security, authorization & control.
4. ERP audit trail.

Modules of ERP software package
1. Fico module. [Financial A/c ting, General Ledger, Accounts Receivable/Payable, fixed Assets A/c ting, etc.] [Cost Centre Accounting & profitability analysis]
1. Investment Management. [Budgeting, Appropriation, Depreciation forecast]
1. Treasury. [Cash, Fund & Market risk management]
1. Integrated Enterprise Management. [Accounting data prepared by subsidiaries are automatically incorporated for corporate reporting. 
It has 3 modules:-
· Enterprise Controlling – Consolidated Statements
Automatic consolidation of various branches & Subsidiaries.
Inter-branch transfers are eliminated.
· Enterprise Controlling – Profit Centre Allocation
Consolidated figures are allocated to respective profit centers.
Inter-branch transfers are considered.
· Enterprise Controlling – Executive Information System
CS & EC-PCA are integrated & inter-firm comparison is made for decision making.
1. Sales & Distribution. [Product billing on a real-time basis. Sales, calls, quotations, inquiries, marketing, competitors & their products. Pricing is carried out automatically & verification of availability checks.]
1. Product Data management (PDM) [Creating & managing product data throughout product life-cycle]
1. Product planning & control.
1. Material management. [Purchasing, Inventory, Warehousing & Invoice verification]
1. Human Resource Management. [Employee master data, Recruitment management, Selection & Training]
1. Payroll Accounting.
1. Internet & Intranet.
