Draw the organisational structure transaction
More Generally:
B1: Draw the organisational structure for your pen company, noting specific detailed information such as your company code, storage location(s) and so on.

[Insert Organisational Structure]

B2: Give two examples of transactions you have conducted for your pen company which demonstrate cross-functional integration (noting the different functions involved and how they interact).
1. Exercise: 104 Creation of Goods Receipt for Purchase Orders
Our company C558 has 3 suppliers namely slick pens, premier pens and promotional limited, the company made its first order and created purchase orders after evaluating the type of pens, price, timeliness of delivery etc
Purchase Order Numbers for each supplier
Slick Pens: Purchase Order no: 4500000644,
Premier Pens: Purchase order no: 4500000646 and
Promotional ltd: purchase order number 4500000649

After evaluating these products, it was received into the inventory, storage location 10. The different functions involved in this exercise are material management and financial accounting. When the purchase orders were created, there is no impact on financial accounting; however when the goods were received and the good receipt for each supplier was created, the material management and the Financial Accounting was updated through automatic account assignment.
Goods receipt
Slick Pens: Material Document no 5000000676
Premier Pens: Material Document no 5000000676
Promotional ltd: Material Document no 5000000676
2. Exercise: 106 - Payment to Vendors
Once the goods were received by the company C558, the vendors have to be paid for the good received. The functions involved are the vendor's accounts and the bank. Firstly the information from the physical invoice sent by the vendor needs to be recorded on the system along with the Purchase order number. Since the invoices are due for payment, it can be cleared by posting the outgoing payments to the vendors using the bank account 100558. When the payment was made the balance (Not assigned) should be zero, this is to ensure that we do not overpay or underpay the vendor. At this stage we have posted all the outstanding payments to our vendors so we don't owe them any money. When each of the vendor is paid, a document number is created

B3: Your UK-based pen company ('Pen Incorporated'), which has recently implemented the FI, MM, and SD modules of SAP R/3, currently buys and sells a limited range of promotional pens. The company has a small number of suppliers, runs operations from a single site and does not undertake any production in-house. Demand is growing rapidly, both at a local and a global level. While the current strategy of the company results in a short and manageable supply chain, the Managing Director believes that the company can increase its profitability in the long-run by implementing a number of changes:
1. By extending the range of products that the company sells to include other stationery and related products (e.g., pencils, paper, and printer cartridges).

2. By purchasing parts/materials (rather than finished products) from several suppliers and incorporating the production of pens in-house.

3. By taking over two sites overseas to increase the global reach of the company. The UK site will become the headquarters; in addition, there will be a production facility in China, close to where many of the new suppliers are located, and a sales and warehousing facility in North America, close to where a number of new repeat customers have emerged.
Use your knowledge of ERP systems and 'Pen Incorporated' to outline the likely implications for your SAP system that would result from the proposed changes described above (for example, for the organisational structure, master data, applicable system functionality, and so on). Re-drawing the new organisational structure of your company may help to support your discussion.

With the increase in demand the company C558 had expanded drastically, for this purpose there are a number of changes that are made to both the organisational structure and the process.

In order to incorporate the increase in the range of products SAP, new records have to be created such as the Vendor master, this keeps track of the accounting and purchasing records for the new products such as pencils, paper, and printer cartridges. In addition we need to expand the material master to incorporate the new products while activating the material requirement planning and resetting the tolerance limits. The system setting with regards to the General ledger accounts for inventory management and invoice verification transactions also need to be reset so that it is done automatically. With regards to customers, we make use of the existing customer master.

With the expansion, the company has also decided to have production of pens in house, this requires a production plant, a new storage location, raw materials and machinery. A number of purchase orders have to be created with reference to raw material suppliers, this is done to evaluate the raw material ordered and timeliness of delivery.

For the purpose of global reach, the company has extended its business into the China and North American market. In china, the company has set up a production facility where the pens will be produced, for this purpose a new production plant along with storage locations etc will have to be created. The sales and warehousing facilities are located in North America. The financials will differ according to the rules of the specific country. The currency, tax regulations would differ and the alterations has to be done in the SAP applications. The creation of new suppliers would lead to creation of accounts payable, reconciliation accounts for every supplier. The miscellaneous expense which includes rent for the new plants has to be created in the General Ledger account.

Material management is essential as introduction of new products into the portfolio would increase the stock. The introduction of new products would lead to creation of new safety stock levels.

Sales and distribution globally would mean that there will be creation of new customers and the new set of parameters for the customers i.e. discounts. The distribution channels and the shipping docks will have to be updated to the details of North America.

Creation of financial accounting documents which would include the fiscal year, document number and company code. Assigning document types in order to distinguish the different types of business transaction, the document type also controls the account type that has to be posted and is assigned to specific document number range.

B4: Summarise the business benefits that the successful implementation of an ERP system can provide using case study accounts of the implementation of SAP to support your answer.

SAP ERP delivers a powerful functionality, global orientation, and a flexible enhancement package options that is required by the organisation for a profitable growth, operational excellence and innovation.

The benefits of implementation of SAP ERP are
· Increased productivity: the implementation of ERP, improves cost control through integrated management of business processes across the organisation. It also improves operational efficiency and accelerates the response to market change and competitive advantage. [1]

· Reduces cost through increased flexibility: by utilizing enterprise service oriented architecture there is improvement in process standardisation, efficiency and adaptability. Specific functionality can be added to support business requirements. [1]

· Optimized IT Spending: By integrating and optimizing business processes and by the standardisation of enterprise software on a single integration platform IT cost are brought down. It eliminates the need to purchase third party software, thereby reducing the capital outlay. Finally it enables the fast, cost effective business expansion eliminating the complexity of managing homegrown and heterogeneous software application. [1][2]

· Faster, higher ROI: Rapid implementation techniques that are less expensive it isvhalf of what the traditional approach costs. It gains rapid access to present defaults and prepackaged version available for specific industry. It also enhances the value of existing software investment by increasing their use throughout the enterprise.[1]

· Improve financial management and corporate governance: it brings a deep visibility into the organisation with business analytics combined with financial and management accounting. Increases profitability, improve financial control, and manage risk [2]
Case Study:
L' Oreal's improved customer loyalty through a superior vendor managed inventory

Garnier integrated the Supply Chain Management (mySAP SCM) vendor-managed inventory (VMI) capabilities into an existing SAP� R/3� system. This integration has improved customer service of L'Oreal by merchandise planning, demand forecasting warehouse replenishment and optimal allocation of logistics for distribution of its consumer products to one ofits major customers. This was achieved by electronically connecting with the customer's inventory data on a daily basis.This approach has resulted in reduced inventory at customers site by 50%. Garnier has doubled it's inventory turns. Merchandise planning has been simplified. The integration of SCM has also improved customer relationships[3]
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