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Supporting the Procurement
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What are the fundamentals of a
procurement process?

e Three activities

— Order; Receive; Pay
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Figure 7-1 Main Procurement Process Activities and Roles



What are the fundamentals of a
procurement process?

« Supporting the Inbound Logistics Process
In the Value Chain

— Procurement of raw materials needed for

production
Primary Activity Description Process & Chapter
| e Receiving, storing, and disseminating inputs to Procurement, Chapter 7
the product
Operations Transforming inputs into the final product

Outbound logistics Collecting, storing, and physically distributing the
product to buyers

Inducing buyers to purchase the product and Sales, Chapter 8

Sal d keti g
dles and marketing providing the means for them to do so

Assisting customers use of the product and thus

e e maintaining and enhancing the product’s value

Figure 7-2 Procurement Process within the Value Chain of CBI



What are the fundamentals of a
procurement process?

 Linking the fundamentals of the procurement
process with Inbound Logistics in the Value Chain
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Three-Way Match done by
accounting after goods received
before the invoice is paid

Goods Receipt Data

'RECEIPT

Space Bike Composites

DATE |
1/14/2012
15 Deluxe Road Bikes

SUBTOTAL |
TAX
TOTAL | $1800

» Matching <

CBI BICYCLES URCHASE ORDER
T0: SHIP TO: P.0. NUMBER:
Space Bike Composites Chuck’s Bikes Inc 15432

- "I('>
$ [

Purchase Order Data

Items
Numbers
Dollars

Invoice Data

SPACE BIKE COMPOSITES INVOICE

TO
Chuck’s Bikes Inc

FROM

Space Bike
Composites

SHIPPING

TERMS DATE

‘ PREERET | oue DATE

Due on
receipt

01/14/2012‘

2 ! A0IAL

15 | PQ131 | Deluxe Road Bikes $1800
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What were the problems with the
Procurement process before SAP?

Role Problems

Warehouse Growth in finished goods inventory reduces warehouse space for
raw material inventory.

Warehouse manager does not have data on sales price discounts.

Accounting Three-way match discrepancies take time to correct.

Accounting data are not real time.

Purchasing Purchasing agents not centralized; training experience and
motivation difference.

Weak internal controls lead to limited scrutiny of purchases.
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How does CBI implement SAP?

e CBI had to reexamine and refocus their
strategy

* |nvolved three activities
— Determine industry structure

— Commit to a specific competitive strategy
— Develop objectives and measures for processes



How does the Procurement process work
at CBI after SAP?

 Maintained same three major activities

— Order; Receive; and Pay
* Single shared database

e Solutions to prior problems
— Purchasing
— Warehouse
— Accounting



Process

Ps'“e“ Where’s Wally when the Ends
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How does the Procurement process work

at CBI after SAP?

[T purchase Order  Edit  Goto  Erwronmert  System Hab
@ "B CGR DHRER DDON D m
7@, Create Purchase Order

Document Overview On [0 BY Hold g= | 3Prnt Preview  Messages ¢ZlPersonal Settirg

Stardard PO v Vancior 102001 Space Bike Composites Doc. cate  06/07/2011
tl DeliveryfInroice Cordtons ¥ Texts Addrecs Communicatinn - Patners additional Data 4 Erg. Data—- Status
Purch. Org, Ts00] @3 US
Purch, Groun q0O| Mot Amenca
Company Coce us00| Gcbal Bike Irc
Ui =18 _G_ Itm A I Material Short Text PO Quantity Q, Delv. Date | Net Frice Cu... | Per D. | Matl Group | Plnt Stor. Locati
= BOTL 1001 21 06421 /2011 L0, 001SD 110
: CAGE10OL 30 06/2L/2011 9.000U5D E-“:CO j[j
S ]‘ﬂqn
FIGURE 7-13 Purchase Order Screen in SAP for 20 Water Bottles and 30 Water Bottle
Cages from Space Bike Composites
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How does the Procurement process work
at CBI| after SAP?

[E Goodk Receipt  Settngs  System Heb

<]

(48 C@@ ESHE DL BF @
5 |,

Goods Receipt Purchase Order 4500000172 - GBIFAC-01
Hide Overviews  [] | Hod  check  Post | EllHep

Ela]@]) m |FEmear -

- (B | GR gancs receint 0l
| My Cocumerits

¥ Puchasa Orders = 4 . ;

. isnconire | = Al G vandr @
~ Mzterid Docaments

* Elark Decumant Date 08/07/201L Dy Note wendor

"',"“E‘E“:‘ Fosting Date 06/07/2011 Bl of Lading HeaderTest
B T dvidud Slp v

Lrne | Mat Short Test

O Oty nihE E..|S|Sloc Batch vabiztion M. Stock Type Pt 5 | custerT]
[ 1 |water Botte vl 20 Et [afTa00 1 101 f¥inzeatricte.. v OCMiami 2
| 2 hwater Botte Caga vl 30 EA [ﬂpgco ) 101 + Unrescricce.. v OC Miami .

FIGURE 7-14 Goods Receipt Screen in SAP
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How does the Procurement process work
at CBI| after SAP?

* |nvoice Three-Way Match

= Invoice Docurnent Edit Goto Systam Help
& B @ EHE DDos @ m
Enter Incoming Invoice: Company Code USOO
Shaw PO structure  Show worklist B | Hold PREsimulate EHep
Transaction Irvoice v 0@ Balance 0.00 USD

o]
=

‘Verdor 0000105001

< Basicdata | Payment - Details Tax | Contects  © Note
i T i Space Bke Composites
Invcice date 06/07/2011 Reference 10111 Richmond Ave
Posting Date 06/07/2011 HOUSTON TX 77042
Amcunt 470,00 UsD Calculate tax UsSa
Tax Amount X1 (Input Tax) v = \g\
Text g i
Paymt terms Due imrmeciately ;ﬁ OI-‘
Bascline Date 06/07/2011
Cormpany Coce US00 Global Bike Inc. Dalas
Purchase Drder/Scheduing Agreement | 4500000172 is‘ Goods/sarvice items v
o Layout All information v
ftem | Amount Quanticy 0. L@ Purchase...  Item  Smart Number PO Text
[ ,hj 200.00 20EA 4500000172 10 Water Bott ~
2 270.00 30EA 4500000172 20 Water Bott ©

FIGURE 7-15 Enter Incoming Invoice Screen in SAP



How does the Procurement process work
at CBI| after SAP?

= Document Edit Goto Settings System  Help

1V 0 CAQ CHE DDOoO BRI @m
Post Outgoing Payments: Header Data

Process open items

Document Date 06/07/2011 Type KZ Company Code Usoo
Posting Date 06/07/2011| Period 6 Currency/Rate usD
Document Number Translatn Date
Reference Cross-CC no.
Doc.Header Text Trading Part.BA
Clearing text
Bank data
Account 100000 Business Area
Amount 470.00 Amount in LC
Bank charges LC bank charges
Vaue Date 06/07/2011 Profit Center
Text Assignment
Open item selection Additional selections
Account 105001 [u] ) None
Account Type K Other accounts Amount
Special G/L ind v!Standard Ols Document Number
Pmnt advice no. Posting Date
Distribute by age Dunning Area
Autornatic search Others

FIGURE 7-16 Post Outgoing Payments Screen in SAP



How does the Procurement process work
at CBI after SAP?

e Benefits of SAP for CBl’s procurement process
— Single database
— Shared information in real time
— Reduction of errors
— Improved financial controls
— Increased responsiveness



How can SAP Improve the Integration of
Supply Chain Processes at CBI?

Supply Chain Processes
Supply Chain Process Integration

Improving Supply Chain Process Integration by
Sharing Data

Improving Supply Chain Process Integration by
Increasing Process Synergy

Other IS That Improve Supply Chain Processes



How can SAP Improve the Integration of
Supply Chain Processes at CBI?

e Other IS That Improve Supply Chain Processes
— Augmented reality
— RFID
— Sensors
— Robotics

— 3D printing



http://www.youtube.com/watch?v=4Zj7txoDxbE&feature=related
http://www.youtube.com/watch?v=lWsMdN7HMuA
http://www.popsci.com/technology/article/2011-04/video-three-hacked-kinects-and-one-3-d-printer-turn-you-your-own-souvenir

How can SAP Improve the Integration of
Supply Chain Processes at CBI?

e Sharing Data
* |ncreasing Process Synergy
e Other IS That Improve Supply Chain Processes



How does the Use of SAP Change CBI?

* New skills are needed
* Process focus
 More data sharing

* Qutsourcing



