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Abstract

The case study describes the development of a business information system in the company
which - after several years from the successful implementation of the ERP system of the
world-known origin - had to decide to buy another ERP solution that would meet its
requirements for covering a network branch abroad. The study shows how important it is
during the selection of an information system and its supplier to use the long-term strategic
plan as a basis and not to forget any important aspect. After several years this can mean the
implementation of a new project and increasing the costs instead of effective development
of the original solution and savings from the scope of purchasing another system.

Keywords: Information system; ERP system; ERP concept; strategic management;
implementation project; strategic position; SBU (Strategic Business Unit); bathroom
equipment; production cycle; SCM (Supply Chain Management)

Introduction constantly developed its product ranges,

and due to the competitive pressure and
The Roltechnik company is solely a Czech market requirements, it intends to

company, engaged in the production of diversify its products also in the future.
shower enclosures, classic and whirlpool

tubs. In 2012, its sales exceeded CZK 400

million; it employed 104 people. As such, it
ranks as a medium-sized firm. The
company offers a broad portfolio of
products for all types of customers. Only in
the area of shower enclosures it produces
over 3,000 variations in ten product series.
In recent years, the company has

David Novy, the Economic Director of the
company, comments on this topic: “4 few
years ago we for example did not deal with
any hydro-massage systems; we only had a
few basic models of baths. Today we are one
of the top manufacturers of hydro-massage
systems, and their sale constitutes 20% of
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the product portfolio. Currently we register
more than 20 thousand stock items, a
twofold increase over 2005.”

The company supplies its products to the
wholesale network of specialized dealers
and to chains, such as OBI or Baumax. End
customers account for a very small part of
the turnover, and the company does not
actively build this channel because the
factory is far from the motorway network.
Export accounts for 50% of sales of the
company; its products head mainly for the
Visegrad and Baltic countries. The sales
volumes are very volatile as the export
countries find themselves in different
phases of the economic cycle because of the
crises.

Research Methodology

Every year, the Center for inVestigations
into Information Systems conducts
research of the Czech ERP market, the
integral part of which is the processing of
case studies in the form of qualitative
enquiry and the technique of a projection
interview with the staff responsible for
investments in the IS/ICT in the relevant
organization. In 2005-2013, the authors
conducted more than 130 such case studies
in manufacturing, trading and service
enterprises in the Czech and Slovak
Republics.

The authors used the following literary
sources as the theoretical foundation for
the  application of the research
methodology: Gill, Johnson, 1991, and
Pavlica, 2000. For processing the case
studies, they then used the information
from the book Case Study Research (Yin,
2003). The theoretical foundation for the
realization and evaluation of
implementation projects is based on
extensive practical experience of the Center
for inVestigations into Information
Systems, and on the long-term study of the
following professional sources: Vorisek,
1997, Davenport, 1998, Molnar, 2001, Basl,
2002, Olson, 2003, Olson, Chae, Sheu, 2005,
Smejkal, Rais, 2006, Laudon, Laudon, 2006,
Schwalbe, 2007, Pour, Gala, Sedivé, 2009.

The authors used and studied theoretical
knowledge concerning implementation
projects also from the studies of analytical
companies focused on the global and Czech
markets, such as Deloitte Consulting, 2000,
Accenture, 2001, Hestermann, Anderson,
Pang (Gartner), 2009.

When processing the case study, the
authors also relied on publications dealing
with supplier chains, management of
business information science, knowledge
management and corporate performance
management from the following authors:
Fischer, Hammond, 1994, Lee, 2002,
Chopra, Meindl, 2004, Pour, 2008, Vorisek,
Jandos, Feuerlicht, 2011, Buftita, Hagara,
Ondryhal, 2012, Chvatalova, Hrebicek,
2012, Kocmanova4, Hiebicek et al., 2013.

Two ERP systems and their use in the
company

Strategic background and definition of key
requirements

The production cycle of the company
begins with the prognosis of sales for one
year, prepared by the sales department.
The strategic materials and the materials
with long lead times are purchased on its
basis; this cannot be done without the
support of an information system, which
calculates forecasts and calculations every
night. A production plan is then compiled
according to the requirements of the sales
department, and a production order is run.
Thanks to the system, the management has
the information about the predicted
production, work in progress as well as
finished products, so the customers can be
informed of the status of their orders.

Out of 80%, sales consist of serial products,
which are manufactured to stock (basically
as safety stock) as there are in significant
demand. Thanks to the growing demands
of the market, large series of dozens of
pieces have changed into mini-series
including only a few pieces. This change
has required a complete alteration of the
system in the setting for production
planning. The remaining part of the orders
includes customer orders. The
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manufactured products are delivered to the
shipping warehouse. The shipping is done
on the basis of the delivery plan, covered
by several contract carriers.

The main aspects of implementation

“Our original system was already technically
and morally overcome and did not provide
the necessary information,” comments on
the decision to change the information
system David Novy, and adds: We mainly
missed an ability of forecasting, planning
and making accurate calculations. Without
these functions of the system, we would not
be able to further expand the product
portfolio and face growing competition.”

The company therefore announced a
tender in 2003 for the information system
and its supplier, which took place in three
rounds. First of all, individual interviews
were held, discussing the submitted bids.
This was followed by presentations, after
which two solutions were shortlisted. After
reference visits, the company management
opted for the solution Visual Enterprise
(today’s Infor10 ERP Express) by the
Gemma Systems company on the basis of
the following criteria:

* It is a global system that is able to
support the company growth in
the long term.

* The strength of Visual Enterprise
lies in the support of the planning
and managing of the production
and logistic process including
strategic purchasing, with a wide
range of customization.

e The bid showed a favourable
price/performance ratio.

* Reference visits to factories taken
care of by Gemma Systems
convinced the client that it would
not be a problem to deploy the
system and to customize it to
specific requirements.

After the lapse of five years, David Novy
judges the selection of the ERP system as
follows: “If we compared - from the current
point of view - the options of the Infor10 ERP
Express system and the SAP Business One

system, which we use in foreign subsidiaries,
then it would have probably been better to
implement this simple solution by SAP and to
have the production module developed by
order. For this, however, it is necessary to
know how the production module should
work, which we did not know at the time of
purchasing Infor10 ERP Express. To have a
production management application
developed by order without an existing base
is - in our opinion - a path that does not lead
to the desired target.”

Problems with people

The management felt that the staff is not
very much in favour of the change.
Engaging people to the project was
therefore based on a directive decision and
determination of target bonuses. David
Novy commented: “We wanted to give some
order to the change of the system and avoid
a discussion that would bring a
disproportionate number of requirements to
the project. After some time, however, we
realized that this was not an ideal way of
working with people. Without stimulating
their own active efforts, it is difficult for the
company management to avoid bad
decisions.”

“On the other hand, it needs to be said that
the employees in the position of key users
were not resolute enough. Passively
absorbing information from the supplier,
they did not think about whether the given
advice and procedures were suitable for the
use in the situation of our company.”

“We can say that the communication
problems were not only within our
organization, but also between us and the
supplier. Its consultants are undoubtedly
very experienced practitioners, but I believe
they should have regulated us more as a
customer and given us more space to
consider some steps,” concludes his
comments David Novy.
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Table 1: The main information about the implementation project Infor10 ERP Express in
Roltechnik (prepared by us)

Infor10 ERP Express (formerly Infor ERP Visual, Visual

ERP system Enterprise)

Implementation partner Gemma Systems

Period of implementation 7 months (January 2004 - August 2004)

User training In 2010 - 2012, with the support of EU funds

Number and type of users 21 working simultaneously

Server operation system MS Windows Server

Database platform MS SQL Server

Architecture Two-layer client/server, using the technology of the thick client

Economics; buying, selling and internal logistics; human
resources management is covered by the local application RON
Software

Processes covered by ERP system

Increased inventory turnover by 22%; savings in personnel
costs; improvement of production management and logistics

Project benefits including strategic purchasing; monitoring the profitability of

products and customers

The company management expected that
after the implementation of the system,
everything would work much better. But
the opposite was true. It was necessary to
run in the system and to test new work
procedures. In the course of hectic
processing of daily agenda, it was not
possible to immediately absorb all the
knowledge from the training. Rapid
anticlimax therefore came soon and the
employees began to look at the project with
undisguised pessimism.

“It took quite a long time to remove the
critical view of the employees and for the
system to start bringing a visible added
value. From experience we know that on the
day when the full operation starts, the
realization of the expected benefits does not
start automatically,” comments David Novy
on project pitfalls.

Given this experience, the company
continuously, during the wuse of the
information system Infor10 ERP Express,
organized training for its key and end
users. For example, in 2010 - 2012 it
delivered training by means of the project

Improving the Adaptability of Employees
and Competitiveness of Enterprises, which
was supported by EU funds under the
Operational Programme Human Resources
and Employment.

Measurable benefits and savings of
personnel costs

We can talk about the benefits only after a
longer period of the system operation.
From measurable indicators, we can
mention in particular the reduction of
inventories and increase of their turnover
(22%). We also achieved the savings of
personnel costs (four employees).
However, the employees were not laid off;
they were transferred to implement new
projects, which were established as the
growth of the company required.

The system is undoubtedly strongest in
production planning and management.
Although it does not have an advanced
management superstructure or the CRM
module, it also provides valuable
managerial information. It helps especially
the evaluation of the profitability of
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products and excluding unprofitable
products. If the loss is seen with regard to a
part which is too costly, it is possible to get
its replacement by another supplier by
means of the information system.

David Novy adds: “In our experience, it is
evident that the benefits from the
implementation of the information system
take effect only after a longer time. If
someone says to you that you will recognize
the change already after three months, then
do not believe him. The maximum change
which you can see is the new form of an
invoice.”

Forced upgrade, which did not bring any
benefit

In 2009, the company had to change to a
new version of the system as the supplier
stopped supporting the previously used
version. Experience gained during the first
implementation project helped to ensure
that the upgrade went quite easily.

“The actual upgrade unfortunately did not
bring any benefit to our company, on the
contrary; we had to spend a significant
amount and solve problems with custom
modifications. After this experience, we
therefore added to the contract with the
supplier a condition of the supplier’s
obligation to support the newly deployed
version of the system for a precisely defined
time period also in the future,” comments
David Novy on this necessary step.

Investment in innovations and further
development of the solution

Even after several years of operation, the
company still sees room to improve the
system. And this is a reason why it invests
one million CZK in its development every
year. Almost immediately after launching
the system into full operation, it was
decided to purchase a managerial
superstructure that was missing in the new
ERP system. The Info21 company came
with an offer of the Lighthouse solution,
which was implemented two months after
the deployment of the ERP system and has
been used till now. This simple managerial

superstructure provides all necessary
information necessary for supporting
decisions mainly in the form of reporting.

Another important innovation project was
the implementation of EDI communication,
which in 2010 was used already by five out
of ten major customers. The scope of
communication varies by wholesalers. The
most advanced wholesaler covers the
whole order cycle by the EDI system,
including delivery notes and invoices.
Other wholesalers use the electronic data
exchange only for sending orders. The
results of implementing EDI, however, are
clear:

* The system is able to handle 20-30
orders or invoices daily, which
resulted in saving one employee.

* Today 20-30% company turnover
is ensured through EDI
communication.

The electronic data exchange works
through the VAN operator; the
customization in the ERP system was
programmed by the employees of Gemma
Systems.

How to extend the information system to
foreign branches

Two years ago, the managers of Roltechnik
began to address the issue of how to
efficiently obtain information for decision-
making from foreign subsidiaries. Because
Infor10 ERP Express did not meet the basic
requirement, i.e. the localisation in the
countries in which the company had its
branches, it was necessary to choose a
different solution. At that time the Info21
company was looking for the first reference
customer to deploy SAP Business One.
Since the Roltechnik managers had good
experience with the delivery of the
Lighthouse managerial solution and also
preferred a supplier who would already
know the business processes and needs of
the company, an agreement was made with
Info21 for the implementation of the
smallest of the SAP products.
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At the beginning of the implementation
project, custom adjustments and settings of
the application in the CR were carried out.
In Poland the deployment of the system
then took only four days including the
debugging of errors. In the Hungarian
branch the implementation was somewhat
delayed - similar problems occurred as
with the implementation of Infor10 ERP
Express six years previously. Some
employees were constantly looking for
mistakes and postponing the sharp start of
the system. It was therefore necessary to
make some personnel changes, after which
SAP was started within one week.

For each branch it is typical that it runs the
ERP system locally on its own server. At
night, replication then takes place to the
servers in the Czech Republic. The users
can thus either browse one day old data

with an instantaneous response, or connect
to foreign branches and work with the
current data. All local instances are further
linked through EDI, and can thus transmit
orders and invoices.

The logistic processes in all branches
operate exactly in the same way, only the
accounting is done individually in
accordance with legal requirements of each
country. A managerial system is separately
deployed over each individual instance and
is used to monitor key indicators.

The extension of the information system to
foreign branches brought about the
simplification of processes, immediate
availability of data for decision making and
- above all - a general overview, which
makes the management of the entire
company easier.

Table 2: The main information about the implementation of SAP Business One in
Roltechnik (prepared by us)

ERP system

SAP Business One

Implementation partner

Info21 and two local partners abroad

Period of implementation

One-month preparation, the actual implementation 4 days
(September 2008 - December 2008)

Countries covered

Poland and Hungary

Number and type of users

9 named users

Server operation system

MS Windows Server

Database platform

MS SQL Server

Architecture

Two-layer client/server, using the technology of the thick client
and terminal services

Processes covered by ERP system

Economics; buying and selling logistics; human resources
management

Unification and simplification of processes in all branches;

Project benefits making the business more transparent; instant availability of
data for decision making; simplicity of the solution
Conclusion supplies. On the basis of the confirmed

order they could then more flexibly

In the future the company would like to
extend the functionality of the information
system by the SCM area. According to the
management ideas, the suppliers could
view the system and prepare in advance
the capacity for the preparation of sub-

respond to the request of the
manufacturer, while the entire agenda
would be implemented directly in the
information system.
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When considering the expansion of the
information system, the responsible
personnel take the following proposition as
the basis: The greater the implied
unpredictability of the demand, the readier
for action the supplier chain should be. To
achieve high performance, the companies
should direct the competitive strategy (and
the subsequent implied unpredictability)
and the strategy of the supplier chain (and
the subsequent readiness for action) to the
zone of the so-called strategic position
(Chopra, Meindl, 2004).

High readiness
for action

Eelative readiness
for action

Relative

performance Roltechnik

High
Performance

Defining a strategic position is based on the
assumption that the company does not
transact business with multiple SBUs. The
competitive strategy of the company is
based on the differentiation of the product
portfolio on a broad segment. The demand
and sub-supplies can be characterized as
predictable. At the same time, the demand
for production exceeds the offer and the
processes in the chain are oriented as
“push”. The implementation of the SCM
functionality aims to promote competitive
strategy and increase the level of
automation of the replenishing cycles
(Sodomka, Klcova, 2010).

Strategic
position
Zone

Predictable demand

Unpredictable demand

Fig. 1: Defining the strategic position of Roltechnik (prepared by ourselves)

The strategic position was defined as the
relation between the high up to relatively
high performance and predictable demand.
The chain is therefore tasked to satisfy the
demand while outlaying the lowest
possible costs and to shorten lead times
without increasing the costs. If the
company focused on creating a chain with
high readiness for action, the production
would likely become disproportionately
more expensive, which - despite the
current excess of demand - could lead to
the loss of customers.

Changes in the hierarchy of business
strategies to achieve the strategic position
are seemingly simple, but in reality it is a
very difficult issue. Achieving consistency

between the competitive strategy and the
SCM concept is especially restricted by:

* The combined range of products
and different customer target
groups

*  Product life cycle

e Competitive changes over time

Due to the ten-year development of the
business informatics based on the ERP
category systems, the company is
sufficiently experienced that its intention
can be evaluated as feasible and beneficial
to increase competitiveness of the entire
supply chain to which it belongs. An
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appropriate strategy should be set in direct
dependence on the strategy of the entire
company. It is also necessary to have a
good connection with other process-
oriented strategic concepts (for the ERP
area in particular) and with the
competitive strategy for the given SBU,
which - in this case - means the company as
a whole.
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