ERP implementation for Auto Component Manufacturers: Expectations and Shortfalls
Background
ERP majors witnessed boom time in early 2000 as several organizations were looking to replace legacy system, driven by Y2K fears. In 2005 ERP majors decided to go after the Mid-market segment driven by threat to their growth targets  as they were banking only on large business segment. 
To understand as to why the ERP majors pursue SMB segment with a single mindedness  as never before, let’s go over the facts published by IDC.
 “Overall, the ERP market will grow to $45.2 billion in 2011 from $30.6 billion in 2006. Higher growth is expected to come from small and midsize organizations rather than large enterprises, as many of the SMB customers are using ERP systems as a means to facilitate their expansion plans after years of under investment in software technology,” the report states.
Look before you leap
ERP was traditionally designed to cater to the needs of multi location, multi national, multi billion dollar, multi product, and multi channel companies, but when the same ERP was offered to   the Mid-market manufacturing segment, one wondered!  ERP from a major vendor is a good fit   for SMB when its business is steady and predictable, over a reasonable time horizon. When either the demand and/or supply is unpredictable, ERP implementation needs skill-full handling to give desired results. The discipline and rigidity associated with ERP could be an irritant to SMB Managers as flexibility is desired by them. 
Clearly, the wisdom of discrete component manufacturers jumping into ERP implementation wishing to be seen in the company of big boys needs rethinking. If the purpose behind ERP implementation is to have up-to-date information and operational visibility, one is on the right track; solutions to other requirements need to be evolved with lots of patience using the data and scenarios collected with the help of ERP, over a period time.
Post implementation depression

SMBs will get a feeling that the time has come for them to embrace ERP if they were to take ERP vendors at face value. But if they happen to talk to their community members who have implemented ERP, they will sense some uneasiness.  Many would acknowledge better control over their operations but also complain of a kind of suffocation, following ERP implementation. 

SMB segment challenges 

. 
OEMs expect Component Manufacturers to adopt efficient business and manufacturing practices to ensure timely deliveries and at the same time achieve continuous improvements in quality besides effecting reduction in cost. When faced with wafer thin operational margins, accurate recording of all transactions is a pre-requisite to ensure positive margins and to eliminate all non value adding procedures
Consolidation
Driven by globalization, many SMBs are into Mergers and Acquisitions.. Organizations located across continents expect complete visibility into Business and Manufacturing activities of their partners. Compliance with local taxation and legal requirements that keep changing every year is a big challenge to SMBs that operate from multiple countries. Such organizations would prefer to go with ERP players who have the knowledge and bandwidth to effect changes to their ERP taxation module in a timely fashion when faced with statuary changes in the countries they operate.
Frequent changes to Schedules

Auto majors and OEMs base their operations on JIT component deliveries. Consequently they demand frequent changes to supplier’s delivery schedules. Component suppliers have no choice but to cater to the whims and fancies of their OEM customer as meeting delivery schedules is the key their successful relationship with OEMs. Further challenges are adherence to Quality standards such as TS 16949  and  frequent changes in component specifications. To sum it up, OEM expectations cover a wide range, including continuous price reductions, JIT deliveries, low rejections, short lead times etc

After effects of frequent changes to schedule

Driven by these exacting demands and at times, whimsical demands from OEM customers, SMB s witness frequent stock outs and at other times excess inventory. As SMB operate on wafer thin margins, excess stock and customer rejections will have disastrous effects on profit margins. 
They need to have accurate knowledge of inventory levels when faced with change in demand from the customer, so that they can react appropriately in terms of lead time required for procurement and supply. The ability to communicate this information immediately to all the   key plant personnel including raw material suppliers is vital. A simple to use ‘capacity planning and scheduling system’ can ensure timely deliveries. There are several operational alternatives to choose from when confronted with complex demand and supply situations. Even a well implemented ERP is no substitute for an experienced manager, in such situations.
In summary, SMB need  timely and accurate information about all that is happening in the plant coupled with a great deal of flexibility in their operations so that they can react to market demands in an effective manner. 
Good, Bad and Ugly aspects of ERP 
ERP is very good when it comes to capturing transactions accurately in a timely manner, and bad when  you need an operational over view in a single screen. They are definitely ugly (poor) when it comes to operational flexibility, the much needed success mantra for SMB.  All decision with respect to changes to planned operations is taken by one or two individuals. Effective shop floor managers are very good at taking tactical decisions when confronted with production schedule changes, a natural expectation from ERP post implementation. ERPs can never deliver on this expectation unless enormous efforts are put into ERP customizations. (changing the standard  business procedure in ERP). Worse any changes to the business scenario or ERP version will necessitate  redoing  the ERP customization.  .
Let down and disappointment

The SMB managers need operational discipline, and yet at the same time  operational flexibility, a ‘conflicting demand’. Interacting with an operational ERP system for the first time is like ‘running a sack race’. Before the advent of ERP plant personnel were pretty much in charge, they know what should be done when confronted with a difficult operational situation.

 Their view of the plant operation post ERP is thru ERP screens and reports. They need a number of  reports in a format they are comfortable  with. The bitter disappointment is that none of the reports seem to be forthcoming in any decent time frame.  ERP screens seem to be function (Sales, Material, Finance) driven as opposed to being process driven (procure to pay).The process view is much needed for managerial decisions when things do not go as per plans. 

Wish list
When users were queried about much needed features in ERP, as per a Metagroup survey, requirements of  ‘Alerts’ when things do not go as per plan, outweighed  the requirements of  routine reports  by a factor of more than 10. 
 SMB managers will be better served with a system that gives key operational data on one single screen (Operational Dash Board), with the ability to drill down when required. For example, having to navigate thru several screens to understand ‘Material coverage’ wrt to a specific order can be very irritating. 
In an Auto component plant, since too many things are happening, all at once (hundreds of transactions simultaneously), plant managers will be better equipped with a system that warns them when something goes wrong. Normally shift supervisors perform this function, run the plant as per plans and report to Managers when difficulties arise due to unforeseen problems
Implementation partners feel the heat

 ‘ERP implementers’ are on their knees, unable to cope with myriad customer expectations. They range from customized business processes to hundreds of reports in a format they are comfortable with.. They also expect ERP to show a touch of   human wisdom when confronted with rapidly changing business scenarios. The time and resources needed to accommodate all of this is forgotten in the heat of moment. The implementers are confronted with low budgets, challenging execution time, and to cap it all, little support from the key plant personnel, who find little time to spare to oversee ERP implementation .Key plant personnel are willing to get involved only when ERP is ready to go. In reality, the ERP configuration set up needs to be undertaken by  key plant personnel!

 SMB are generally structured to operate with less number of  high paid staff  assisted by a  number of  low paid staff  who are good at what they are trained to do. Generally ERP systems are good at replacing this level of staff from a decision perspective but is not a good substitute when it comes to mimicking managers, unless programmed to do so, which takes enormous efforts, time and money. The stage is set for a big free for all between SMB decision makers, ERP majors and Implementer! 

What is reasonable to expect from ERP 

So long as SMB segment deploys ERP to capture transactions, ERP delivers as expected. But if ERP is to be tweaked around (customized) to cater to SMB business practices the going can be tough. ERP is not good at determining the best course of action when confronted with a challenging business scenario. 

It is a well established fact that even a 5 year old child is smarter than the most powerful 5th generation computer. One is not challenging the speed of the computer but only its cognitive abilities. It takes  enormous efforts to configure the ERP so as to make it take decisions like your experienced managers, when faced with a  challenging business scenario. An experienced shop floor manager based on prior experience is able to decide on the best course of action in   a heuristic manner. To be able to program into ERP all the situations that one may come across can be very time consuming and costly, if not impossible.

Best of both the worlds

A Role specific Operational Dash board giving all the important transactions and statistics at a glance will be good to have, for e.g., .all Open work orders (with drill down for details) so that shop supervisor can take appropriate action. With droll down details he should be able to identify bottle necks wrt material and operations.  A Plan Manager’s operational dash board will give an overview of all open customer orders with schedule and current status. The score board should be process specific: Order to Cash, Procure to Pay, Plan to produce etc. While ERPs are to be used for Operational views and Reports, experienced Managers should continue to take decision when confronted with deviations from the norm with effective use of all ERP captured transactions.
An enterprise ‘Business Exception  and Alarm System working in tandem with ERP can answer the requirements. Transactions captured by ERP can be tracked for abnormalities.Define normal bounds for transactions; all material available for executing a work order, ppm level below 10, no unplanned shut downs of machinery, etc.)  It is easier to program ERP for  exceptions and alarms  than to program it for taking logical decisions. 

ERP should be used  for running routine operations when operations are going on as per plan (80 percent of the time) and deploy  an Exception monitoring System to track deviations from normal. Since the size of SMB operation is likely to be modest, the number of exceptions that occur are likely to be small in number, a situation that can be competently handled by experienced staff. No doubt all such business scenarios can all be programmed into ERP, but the effort involved (time and money) will far outweigh the benefits.

ERP implementation Success guaranteed if SMB stick to basics
SMB’s need to deploy ERP as a tool that captures makes available all transactions to key plant operators in a timely manner. ERP deployment should be done in such a manner that leaves the day to day business decisions to be taken by senior business and operational personnel, as the SMB business dynamics dictate a flexible business and operational approach. SMBs are advised  to transform  from function –centric   to  process –centric operation, for e.g. Finance, Accounts, Purchase etc to Procure to pay, Plan to produce etc.
SMBs should not try to map all possible scenarios into ERP. It is too constraining and is likely to be self-defeating.  ERP should be deployed for monitoring all transactions and resource utilization in an accurate and timely manner. An exception monitoring system working in conjunction with ERP would be an ideal foil
