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Chapter 7 - Enhancing Business Processes

Using Enterprise Information Systems
. Y,

Enterprise systems integrate business
activities across the organization and

with business partners
\_ /
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e = = = Core Business Processes and Organizational Value Chains
¢ Explain core business processes that are common in organizations.
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=" ™| Enterprise Systems
- TE‘T j | e Describe what enterprise systems are and how they have evolved.
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= —f— Enterprise Resource Planning
[— E— , _ , _ _
’l === e Describe enterprise resource planning systems and how they help to improve internal
=25 business processes.
\ il J
. J
4 ™)
The Formula for Enterprise System Success
¢ Understand and utilize the keys to successfully implementing enterprise systems.
- J
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Core Business Processes and Organizational
Value Chains

111010111 Core Business Processes and Organizational Value
© = © 7| Chains

Explain core business processes that are common in
organizations.

Enterprise Systems

Describe what enterprise systems are and how they have evolved.

Enterprise Resource Planning

Describe enterprise resource planning systems and how they help to improve internal business
processes.

The Formula for Enterprise System Success

Understand and utilize the keys to successfully implementing enterprise systems.

Copyright © 2014 Pearson Education, Inc. 3



Scenario

* You work for a mid-sized manufacturer of supplies for white
boards.

* Working in groups of 3...each of you will take responsibility
for:
— Inbound Logistics/Procurement
— Operations/Manufacturing
— Outbound logistics/Order Fulfillment

 What information do you need to make your team efficient
and effective?

Copyright © 2014 Pearson Education, Inc. 4



Scenario (cont.)

 What types of information needs to flow from one
team to the next to make the organization efficient

and effective?

e How do we facilitate this flow of information from
one system to the next?

Copyright © 2014 Pearson Education, Inc. 5



Scenario (cont.)

 What type of information flows between teams
within your organization & what type of information
flows between your organization and your business
partners (suppliers & customers)?

Copyright © 2014 Pearson Education, Inc.



Core Business Processes

* Traditional business functions:
— Marketing and sales
— Supply chain management
— Accounting and finance
— Human resources

* Not distinct independent silos,
but instead highly interrelated

* Business processes cross
boundaries of business

functions.

Copyright © 2014 Pearson Education, Inc. 7
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Break the class up into 4 groups

Ll

Marketing Supply Accounting
and Sales Chain and

Management Finance

Human
Resources




Order-to-Cash Process

* The processes associated with selling a product or service

4 h 4 s
Create Pick, Prepare
Check Create Allocate P Collect
Customer : Pack, and and Send
Credit Order Stock : : Payment
Record Ship Invoice
. i S,
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Procure-to-Pay Process

* The processes associated with procuring goods from external
vendors

/ A w 4 oy
Nogotiala Issue Purchase Receive
Price and Receive Goods i Settle Payment
Terms Order Invoice
, F.N r A A
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Make-to-Stock / Make-to-Order Process

* The processes associated with producing goods

Make-to-Stock

e 4 h i . A N "\I
Procure Schedule . Quality Stock
Inputs J Production R Control Product
A b A A AN
Who has worked at a place that used Make-to-Stock?
Make-to-Order
s '\.‘ l/' “'\' i “'\I i “'\I il “'\I il “'\I i “\.I
Process (Design/ : .
Sales Engineer Pl'rocutre PS Cgerd?.le Production guat“wl PST]II} t
Order Product) nputs roduction ontro roduc
'\ y . y . y . y . A . S

Who has worked at a place that used Make-to-Order?
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Supply Chain
N Y,

* Core business
processes enabl
the creation of
supply chains.

e Resembles a
river

— Start at source

— Move
downstream

Copyright © 2014 Pearson Education, Inc. 12



Value Chain

e Value Chain—The set of business activities that add
value to the end product.

* Information flows through a set of business activities.

— Core activities—functional areas that process inputs and
produce outputs.

— Support activities—enable core activities to take place.

Copyright © 2014 Pearson Education, Inc.
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Value Chain Framework
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Technology Developmen

Procurement
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Externally Focused Applications—Value System

-

~

* Coordination of organizational value chains
* Information Flows in a Value System

— Upstream information flow—information received from another company

— Downstream information flow—information produced by a company and sent

to another organization

Company B
Value Chain

: b
1 |
1 L
1 1
] 1
1 1
I |
] 1
1 1
1 ]
1 1
1 |
: |
: Human Resources Human Resources ' Human Resources -
: Technology Development Technology Development Technology Development :
- Procurement Procurement Procurement ‘

1
: ------------------------------------ Value System ------------------------------------- 1
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Enterprise Systems

Core Business Processes and Organizational Value Chains

Explain core business processes that are common in organizations.

.

Enterprise Systems

Describe what enterprise systems are and how they have
evolved.

Enterprise Resource Planning

Describe enterprise resource planning systems and how they help to improve internal business
processes.

7

.

The Formula for Enterprise System Success

Understand and utilize the keys to successfully implementing enterprise systems.

Copyright © 2014 Pearson Education, Inc.
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The Rise of Enterprise Systems

e Stand-alone applications
— Not designed to communicate with other system

— Variety of computing hardware platforms
— Enable departments to conduct daily business activities

— Not helpful for other areas in the firm

* Proprietary systems
— From vendors
— Not designed to share with other vendors’ systems

— Problem of knitting together (hodgepodge portfolio of
discordant proprietary applications)

— Lack of integration

Copyright © 2014 Pearson Education, Inc.

17



Legacy Systems

Each department has its own system.

Business Activity

O Infrastructure /
. i
specific
Inbound Logistics p| Operations p Outbound Logistics
O Inefficient processes E E E
I I I
v h 4 v
O Potential for Inventory @ p| Order @ p| Invoice
inaccuracies “\
Information

O Too many “rocks in
the river”

Copyright © 2014 Pearson Education, Inc. 18
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Enterprise System Approach
N

* Integrated suite of business applications for virtually every
department, process, and industry

Enterprise systems approach:
Consolidated information <
storage for different business

activities.

Data Warehouse

Copyright © 2014 Pearson Education, Inc.
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ERP Challenges

 What are some of the challenges with implementing an
ERP?

 Why would a company want to do this?

* Who might resist? Why?

Copyright © 2014 Pearson Education, Inc.
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Enterprise Resource Planning

* Who are the largest and most influential ERP
vendors?

Copyright © 2014 Pearson Education, Inc.
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Supporting Business Processes

N /
* Internally focused systems
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Supporting Business Processes
N

* Externally focused systems (interorganizational systems)

’----------\
P - -

T ———————————————
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Modules of Enterprise Systems

Each module in
an enterprise
system replaces
a stand-alone
legacy system.

Copyright © 2014 Pearson Education, Inc.
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Vanilla Versus Customized Software

* Vanilla version

— This version contains features and modules that an
enterprise system comes with out of the box.

— Certain processes might not be supported.

e Customization

— This version contains additional software or changes to
vanilla version.

— It always needs to be updated with new versions of vanilla.
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Capabilities of SAP’s ERP System

Capability

Explanation

Financials

Human capital

management

Operations

Corporate services

Allows organizations to manage corporate finance functions by
automating financial supply chain management, financial accounting,
and management accounting

Gives organizations the tools needed to maximize the profitability
potential of the workforce, with functionality for employee transaction
management and employee life cycle management

Empowers organizations to streamline operations with integrated
functionality for managing end-to-end logistics processes while
expanding collaborative capabilities in supply chain management,
product life cycle management, and supplier relationship management

Allows organizations to optimize centralized and decentralized services
for managing real estate, corporate travel, and incentives and commissions

Copyright © 2014 Pearson Education, Inc. 28



Best Practices-Based Software

 Most ERP vendors build best practices into their
ERP systems.
— ldentify business processes in need of change
— Future updates are smoother if businesses change their
business processes to fit with ERP systems.
* |s following the best practices always the best
strategy?

— If companies have competitive advantage from unique
business processes, forcing best practices may actually
hurt.

Copyright © 2014 Pearson Education, Inc. 29
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Enterprise Resource Planning

o /
. - . A
- !-:.._,';:j'fz. i Core Business Processes and Organizational Value Chains
> } Explain core business processes that are common in organizations.
. - ’ J
f a - 1 N
= - “j‘j__‘:—j Enterprise Systems
—) '»l*é;"if Describe what enterprise systems are and how they have evolved.
. - - ’ J
4 )
( Er—— \
"7 Enterprise Resource Planning
/—'___—_\_h\ . . .
- - Describe enterprise resource planning systems and how they
| help to improve internal business processes.
g o W,
\_ J
( )
The Formula for Enterprise System Success
Understand and utilize the keys to successfully implementing enterprise systems.
. J
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Enterprise Resource Planning (ERP) Systems

Enterprise Resource Planning—Applications that integrate
business activities across departmental boundaries.

ERP evolved during the 1990s from material/manufacturing
requirements planning packages.

Emphasis has since shifted from “resources” and “planning” to
“enterprise.”

Integrate legacy information on a company-wide basis

Copyright © 2014 Pearson Education, Inc. 31



Integrating Data to Integrate Applications

Central information
repository

— ERP replaces stand-
alone applications

— Modules based on
e Common database

e Similar application
interfaces

Copyright © 2014 Pearson Education, Inc.

Inbound Logistics

A

Business Activity

QOperations

Order

Inventory

~

Database

Outbound Logistics

A

Information

-
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Example ERP Screen

* An ERP system

can provide
employees
with relevant,
up-to-date
information.

4! Hole Center - Microsoft Dynamics NAY

& SECENERS
=[] Sakes Orders
> [l Fakes Quotes
[=] 5ales Blankes Orders
[Z] Fakes Invoices
> [=] Sales Recirn Orders
w [E] Sakes Credt Memos
= Tems
= Customers
= Tem Journaks
= Sakes Journals

[Z] Cash Receips Joumals

Roke Center

T hctivities

For Release
0 oz
Sales Sales
Quates,,,  Crders..

Sales Orders Released Mot Shipped

[ 0 el s

ar Home

(';F; Posted Documents

prerr—
iw Start

@i Deparbments

CROMJS International Lid,

Copyright © 2014 Pearson Education, Inc.

Ready to Partialy Dalayed
hio Shipped
Reburns
0 41
Sales 3akes
Rekurn... CredE .

Thursday, Jaway 27, 2011 | administrator

e

o New Sales guate
0 Wew Sakes Order

- Navigate

0 Mews Sales Return Order
0 Mew Sales Credt Memo

Cd,..  Phau,

T Tte.. Desco.

@ vt
Foon Em

. Ncke

Ea
L=
Mame
L
Unit ...
~
P




Core and Extended ERP Components

 Core components—support primary internal activities.

 Extended components—support primary external activities.

ERP Core ERP Extended
Components Components
(Internal Focus) (External Focus)
Financial Customer
Management Relationship

Iy ol Management
Operations -
Management [€—»
Database
Supply
Human R Chain
Resource K| Management
Management
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ERP Core Components

* Financial Management

— accounting, financial reporting, performance
management, corporate governance

* Operations Management

— simplify, standardize, and automate business processes
for inbound/outbound logistics, product development,
manufacturing, sales and service

* Human Resource Management

— employee recruitment, assignment tracking,
performance reviews, payroll, regulatory requirements
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Human Resources Management
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Order-to-Cash
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ERP Installation

* Configuration of the ERP systems is performed
during any ERP implementation.

e System must be configured to reflect business
processes and associated business rules.

* Organizations have to make countless decisions on
how to configure thousands of database tables to
fit the business’s needs.

* Organizations hire experienced business analysts or
outside consultants to assist with implementation.
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ERP Limitations

ERP falls short in communicating across
organizational boundaries.

They tend to be not well suited for managing
value system activities.

e Other systems can work with ERP to provide
these capabilities.

Copyright © 2014 Pearson Education, Inc.
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The Formula for Enterprise System Success

. Core Business Processes and Organizational Value Chains

cﬁ@? Explain core business processes that are common in organizations.

Enterprise Systems

f_:__ﬁl___' Describe what enterprise systems are and how they have evolved.

Enterprise Resource Planning

Describe enterprise resource planning systems and how they help to improve internal business
processes.

The Formula for Enterprise System Success

Understand and utilize the keys to successfully implementing
enterprise systems.
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The Formula for Enterprise System Success

Secure executive sponsorship .

— Most failures are due to lack of top-level management support.
Get help from outside experts.

— Consultants are specifically trained.

— Implementation tends to happen faster.

Thoroughly train users.

— Training is the most overlooked, underestimated, and poorly
budgeted expense.

— Training can prevent dissatisfaction.

Take a multidisciplinary approach to implementations.

— Include end users from all functional areas in the
implementation.

Initiate evolving the ERP Architecture.
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