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Short Description

This is a detailed project on ERP system implemented in Pepsico....



Description


ERP Implementation at PepsiCo Submitted By: GROUP 9 Kanav Jerath(13PGDM091) Manas Pai(13PGDM095) Payal Sharma(13PGDM101) Puneet Gupta(13PGDM104) Sandesh Gupta(13PGDM109)



Objective The objective of the project is to provide us with an opportunity to understand how ERP systems are designed, implemented and managed in organizations.



Organization chosen: PepsiCo PepsiCo is a global food and beverage leader with net revenues of more than $65 billion and a product portfolio that includes 22 brands that generate more than $1 billion each in annual retail sales. It is an American multinational food and beverage corporation headquartered in Purchase, New York, United States, with interests in the manufacturing, marketing and distribution of grain-based snack foods, beverages, and other products. PepsiCo was formed in 1965 with the merger of the Pepsi-Cola Company and Frito-Lay, Inc. The company's products are distributed across more than 200 countries. Based on net revenue, PepsiCo is the second largest food & beverage business in the world. PepsiCo entered India in 1989 and in a short period, has grown into one of the largest and fastest growing food and beverage businesses in the country.



Business Functions There are 4 major business functions: 1. 2. 3. 4.



Manufacturing & production Sales & marketing Finance & accounting Human resources



Every business regardless of its size must perform the above mentioned four functions to succeed. It must produce the product or service; market & sell the product; keep track of accounting & financial transactions & perform basic human resource tasks such as hiring & retaining employees.



Area Chosen – ERP (Equipment Services Management and CRM) ERP SYSTEMS ERP systems integrate business processes & information from entire enterprise. The system helps in coordinating the operation of business functions. ERP systems are software packages that can be used for the core systems necessary to support enterprise systems.



At the heart of all ERP systems is a database, when a user enters or updates information in one module, it is immediately & automatically updated throughout the entire system. Major ERP software providers are SAP, Oracle, PeopleSoft, JD Edwards etc.



Enterprise Applications Enterprise applications are systems that span functional areas & automate processes for multiple business functions & organizational areas; they include:    



Enterprise systems Supply Chain Management (SCM) systems Customer Relationship Management (CRM) systems Knowledge Management systems



Focus Area – Equipment Services Management



The entire process of equipment installation, tracking, movement and subsequent equipment service processes are handled in SAP CRM. With ERP, businesses can change their supply chains into adaptive supply chain networks. Adaptive refers to the ability to rapidly sense & respond to changing internal & external conditions. This implementation has helped Pepsi to coordinate business processes and deal with customers to optimize revenue & customer satisfaction & increase sales. All equipment and service transactions are executed in SAP CRM. All Service and equipment calls are handled through PepsiCo Call Centre. All work performed by Bottlers are initiated and reported via SAP CRM. Additional Data requirements (hours of service, parts consumed, expenses) are gathered at time of work performed by the bottler (service and install). Service orders are screened through a set of 30+ complex business rules before they are set for billing and payment. SAP provides ERP suite to PEPSI for External Service Management (ESM).



With External Services, you have a PO for services with Goods Receipt taking place. The Goods Receipt is called Service Entries. In contrast with goods (stock or non stock) where receiving is typically done by the inventory management group, the Service Entries are done by business themselves. All the equipment requests are entered in the ERP system and all the data can be viewed by cross-functional departments simultaneously.



PROCESS DETAILS



Create & Maintain Project Survey Outlet



Order Equipment



Receive Goods



Equipment Installation Equipment Tracking & Servicing



Reporting



Steps Involved



1. The customer places the order for the equipment. PepsiCo receives the order and updates the same through SAP ERP in the system. 2. PepsiCo interacts with the vendor and places the order and updates the same in the system. 3. Order once ready is dispatched to the customer location and installed. The record is maintained and updated in the system. 4. Equipment Services Management – This is the step is the focus of our study. The customer requests for the servicing/repairs or replacement of the machine and the same is received by Pepsi and updated in the ERP.



Service Orders are Created by Tier 1 Call Center Agents & Tier 2 Analysts



Service Orders are Dispatched to Service Providers



Follow Up Activities are created, assigned to, and resolved by the Tier 2 Analyst



Monitoring of Service Execution



Service Execution



Service Data Submitted & Confirmed



Validation & Reimbursement



Reporting



PEPSI ESM Integration



Step 1



Step 2



Step 3



Step 4



Step 5



• Work requests are entered by PepsiCo into ESM Portal



• Bottler monitors portal for work requests Dispatches accordingly (ie. Reactive Repair)



• Technician performs work and Communicates results back to Bottler’s office



• Bottler creates confirmation in Portal



• Receive Reimbursement & Settlement



There is one centralized process dedicated to all equipment related activities (i.e. Preventative Maintenance, Reactive Repair, new customer conversions, remanufacturing & equipment procurement). New ERP system and processes provide complete visibility, reporting, and monitoring of all equipment related activities. Detailed diagnostics for every fountain dispenser, Strong bottler integration and accountability and consolidated data and reporting capabilities are the other benefits provided by the ERP implementation.



Information system in PEPSICO PepsiCo has incorporated the recent advancements in the hardware and software infrastructure in the form of wireless delivery devices, mobile technology and digital dashboards. They’ve recently shifted from Oracle, which they were using as their information system, to SAP. This seems to have been a management system that was delayed for quite a while. Their refusal to move to a public cloud has also a prominent management decision. In PepsiCO, MIS helps to recognize market trends, in respect of price, designs of products, fashion etc. Timely information of the market trends enables the company to follow the right course of action. It facilitates market planning and control as well. Effective planning is required in terms of product planning, pricing, promotion and distribution. Such planning will be possible only if the company is possessing adequate and relevant information. This is also possible through MIS. It also improves the quality of decision making. A properly designed MIS like theirs supplies reliable and relevant information.



Management Information systems From Functional Perspectives Sales Marketing Functional Level – Locating potential customers, process orders, provide customer support Operational Level – support market research, pricing decisions and sales performance Apex Level – monitor trends affecting product & sales, planning of new products, monitoring performance of competitors



Manufacturing & Production Systems Functional Level – manage status of production tasks, keep up the requisite inventory level Operational Level – analyze & monitor manufacturing and production costs Apex Level – planning long term manufacturing goals, technology investments & locating new plants



Finance & Accounting Systems Functional Level – track flow of funds in firm through transaction Operational Level – oversee and control firm’s financial resources Apex Level – long term investment goals, long range forecasts of firm’s financial performance



Human Resource Systems Functional Level – track recruitment and placement of employees Operational Level – monitor and analyze recruitment, allocation and compensation of employees Apex Level – identify manpower requirements (skill, education level, number of positions)



Transaction Processing System (TPS) in PEPSICO    



It serves operational mangers in the sense that it updates them with the required activities on floor. Its principal purpose is to answer routine questions and to track the flow of transactions through the organizations. Monitors status of internal operations and firm’s relationships with suppliers It is the main source of information for other systems



Management Information System (MIS) & Decision Support System (DSS) in PEPSICO     



It provides middle level managers with report on factory’s performance and monitoring activities and helps in predicting future performance. Summarizes and give reports on basic operations using data from TPS. It enables drill down facility to check the performance level. It is typically not very flexible system The system uses various modules to gain information from data.



Obtaining Data from organization’s TPS



Executive Information Systems (EIS) in PEPSICO    



This type of information is primarily used by senior managers. It addresses strategic issues and helps in formulating long term plans. Helps in identifying what the consumer’s taste will be in coming years It uses web portal interface to present the content.



Relationship of various systems



ERP systems vendors ERP vendors into 3 groups:



ERP – automating business processes



Comparison of inefficient and efficient systems Inefficient Customer Service  



Do you think that one can keep the customer on the phone throughout the process? Would you consider this to be good customer services?



Solution to inefficient customer service  



Enterprise system establishes available to promise (ATP) by checking warehouses and scheduled manufacturing. Price and creditworthiness automatically determined from database.



Before ERP



After implementing ERP



SAP Modules



Implementing ERP PEPSICO Inc. has selected SAP’s full MySAP Business Suit to streamline its distribution and delivery processes, improve planning and forecasting and give better visibility to its global supply chain. PEPSICO which manufactures, distributes and markets Frito-Lays snacks, Pepsi-Cola beverages, Gatorade sports drinks, Tropicana juices and Quaker foods, aimed to better link its supply chain and inventory data with its customer data. PEPSICO, was a great competitive win for SAP because some of PepsiCo’s subsidiaries were already running Oracle for Enterprise Resource Planning (ERP) systems, as well as PeoplSoft and Siebel CRM systems. Pepsico was probably fed up with Oracle’s inability to execute on the integration of Pepsi’s dissimilar software applications spread across its subsidiaries. It’s one of the better platforms when data, application and process integration with other non-SAP applications and databases is an issue. Companies are looking to SAP to displace dissimilar systems, give geographic locations real time process visibility and remove process redundancies.



Supply Chain Management The system manages relationships with suppliers, purchasing firms, distributors and logistics firms. It manages shared information about orders, production, inventory level, etc. the goal is to move correct amount of product from the company to point of consumption as quickly as possible and at the lowest cost. PEPSICO makes sure that all of its suppliers (water, corn syrup, food colorings, carbonation, plastics etc.) come into an appropriate plant so as to keep customers satisfied with no shortages. Too much



of additional inventory is avoided which hangs up resources and cash flows. It uses MySAP Business Suit Applications which helps in communicating with suppliers and generate forecast of demand. Generally a stock of up to 12 days is maintained in the inventory



SAP helps in fine tuning their supply chains from a sequential supply chains into adaptive supply chain networks. Adaptive refers to the ability to rapidly sense and respond to changing internal and external conditions. Network refers to ability to have real time collaboration and coordination across all partners in the supply chain. It is a community of customer focused companies that share knowledge and resources to intelligently adjust to changing market conditions.



Customer Relationship Management (CRM) System The system helps in managing relationship with customers. It deals with customers effectively and efficiently to optimize their revenue and increase customer satisfaction. The system captures and integrates customer data from all over the organization, analyze the data and distribute results to various systems and customer touch points across the enterprise. PEPSICO’c CRM application has allowed for conversion former dissimilar sales systems into an integrated application solution, which gives a complete view of their entire consumer base. CRM applications are used in PEPSICO to determine profitable customers, discover potential sales opportunities, and improve customer interaction and relations.



Data points where SCM, CRM & ERP integrate



MIS at PEPSICO The station computer are linked to PEPSICO’s central computer system daily to update inventory, sales & production information system. The management believes that they save annually over Rs. 12,50,000 per year just because of this system. MIS helps PEPSICO’s managers to recognize market trends in respect of price, differentiation of products and timely information of market trend. Effective marketing planning is assisted in terms of product planning, pricing, promotion and distribution. It helps in taking quick decisions and also validating manager’s decisions. It provides reliable and relevant information so that managers can take effective decisions at right time.



CBIS Electronic Data Interchange (EDI): Information exchange between the companies, its suppliers and its subsidiaries.



Direct Exchange DEX): Information exchange between hand-held computers and stores delivery system.



The Decision Maker’s Dilemma The administration of PEPSICO was in dilemma:



 



Integrate the new standalone applications Wait for their existing application up gradation according to their requirements.



The management at PEPSICO chose to go with first alternative. The management was dwindling between strategic and tactical decisions.



Strategic: In this, the entire system has to undergo BPR (Business Re-process Engineering) which poses a tremendous challenge for the company and the results can’t be predicted.



Tactical: it is more controllable. It is perceived to increase short term benefits, decrease risk, fast ROI. The tactical strategy is what the company adopted for.



Fiscal Concerns regarding implementing applications Huge costs are involved in product purchase and implementation. It also involves Integration of applications with one or more applications across the enterprise which is most time consuming. Data keep changing with time and it’s difficult to update the system then. Timing of implementing must be sorted out carefully. Cost of user training and re-training on addition of modules.



Cost comparison of implementing integrated Business Suit Solution vs. Point Solution



Integration to the system – point solutions vs. suite models over time



MySAP ERP: SAP next generation



Flexibilty to incrementally add the right mix of CRM, SCM and PLM (product life cycle management) as business needs evolve. If offers a comprehensive business scope and can be the basis for all industry solutions.



MYSAP ERP MySAP ERP is a software package which combines world’s best and most complete ERP software functionality and addresses the core business software requirements of medium and large organizations. SAP NetWeaver is a full suite of enabling software technologies including functionality for portal infrastructure, business data warehousing, exchange integration, web application server, mobile technologies etc. From a modern ERP environment, it is highly recommended the customers convert existing license to MySAP ERP to benefit from additional capabilities. MySAP ERP is designed to offer real-time integration with other SAP products. Third party applications can be integrated with MySAP through SAP NetWeaver.



Proposed Enterprise Applications Proposed ERP system Outsourcing peripheral activities to external providers can be a cost effective alternative. Outsourcing non-core business processes such as human resources & procurement, companies can focus on core competencies and free up valuable resources for further innovation and growth. SAP supports BPO services in setting up services that reduces costs and improving process qualities.



Proposed SCM system It is proposed to do things as they are doing it right now. Company needs to keep an information system that will integrate all their suppliers to the main needs. They need to make sure that whatever information they use in future can accurately predict changing consumer demands.



Proposed CRM system The company’s CRM have greatly improved after trying new variety of software systems. The integration of the CRM application across all subsidiaries under PEPSICO has helped improve the system a lot which was not there when they were using Oracle PeopleSoft. CRM applications can be used to develop future marketing campaigns to meet the needs and desires of customers in specific areas.
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