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THE ROLE OF ENTERPRISE RESOURCE PLANNING IN CORPORA TION
EFFICIENCY

INTRODUCTION
The subject of my paper was the evaluation of &ingrERP system (software) at a limited

company. My decision on which company to analyze based —besides its being a partner
company- on its having headquarters in Békéscsatthhaving an adequate size necessary to
use an ERP system. The management and staff daheek Kner Packaging Ltd. willingly
offered me information for my paper.

We live a time of the expansion of IT knowledgee tjolden age of information. Nowadays
the pace of life has quickened and the accumulaieskive amounts of information can only
be processed and stored through informatic softwkr®rmation technology cannot be
ignored in the life of corporations either. With help one can get information in seconds that
obtained manually would take a much greater amotitne.

During my research my main questions were the \ioilg. How can a complex enterprise
resource planning software help a company’s ams@t Can outcome and productivity be
increased with the help of enterprise resourcerphansoftware? Does such software provide
companies which use it a competitive advantage,ifaitcdoes, | will attempt to determine

how it does so.

1. INTRODUCTION TO MARZEK KNER PACKAGING LTD.
The Marzek Kner Packaging Ltd. had two outstangireglecessors: Kner Izidor founded it in

1882, and Tevan Andor established a technical vinixgn its surroundings in 1903. The
company has more than 120 years of experienceeiptinting industry, and for decades it
has been a key player in manufacturing packagirigmats here in Europe.

The present owner -Marzek Etiketten GmbH- boughtekPress from Mondi Packaging in
October of 2005. Between 2006-2011 there was aesiment of 2.5 billion forints in the
companyWith the adoption of a new name, the firm becamezela Kner Packaging Ltd. in
January of 2011.

Its main area of production is the fabrication aper based packing materials consisting of
sheets and rolled labels, as well as the productidsent walled cardboard boxes. Generally

speaking, one can say that the company manufacpnaucts for the pharmaceutical,
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household chemical, food processing, candy, wipkit,stobacco, and soft drink industries.
Mostly, it targets its packaging materials to m#et requirements of the pharmaceutical
industry. For example, its customers include Rich&edeon Plc., EGIS Plc., TEVA
Magyarorszag Plc., Béres Gyodgyszergyar Plc., I|8lesiungaria Ltd., Torley
Pezsgpincészet Ltd. and Unilever Magyarorszag Ltd.

The company manufactures its products from chieflgorted materials. Suppliers are from
Germany, Scandinavian countries, and also numesouth-west European countries as well;
however, it does not import from any foreign coatits. Basically, the prices offered for an
identical item determine which supplier will be eka; it can be said that, however for the
most part, geographically closer suppliers arecteapest, owing to, amongst other things,
the high cost of fuel. On a yearly rate, the firarghases millions of euros worth of materials
needed for thousands of tons of products (papedboard, foil, and different kinds of paints
and varnishes).

The company’s competitors are from its own segntéat, is, domestic packaging producers,
which, like Marzek Kner Packaging Ltd., manufactpremarily for the pharmaceutical and
food processing industries. The plants of theseroflims have approximately the same
equipment, and thus technically they offer the sasmailts, bringing about a stiff price
competition between them. In the fourth part of payer | will compare these factories with
the help of an index —a supported evaluation.

2. INTRODUCTION OF THE USED SOFTWARE

2.1. Installation history
Before the new owner took over, Mondi Packagingtead of the currently used and

Microsoft developed Axapta ERP system, used its,omrhouse developed DOS-based
system called GYIR, Gyartasi Iranyitasi Rendszear{ifacture Controlling System). It was

slower and had limited functions and some differdgpartments were not installed into the
system. Thus double or multiple data entry occurmedorder to enable all company

departments to use the system correctly. Accordinglork was less efficient and less

transparent with GYIR.

One of the reasons for choosing Axapta was thap#nent company was already using that
system. The company got a standard system thabéed developed for a printing house
working with coil-press machines, while most of f@ducts of the actual company were

produced with a different technique. The instablatprocess started with a gap-analysis, in



which they examined the features and functionsefdld system, and defined the ones that
the new system was required to know.
Then for every department they designated a sedc&ky user —typically the leader of the
department- to stay in touch with the firm who wasponsible for the installation and to
inform them about the work needs of the work oft thewen department. In 2005, they
installed the software in two steps. In May it wasg into the finance department and in
November into the manufacturing department. Overeakend they imported the database
from the former system, and continued by manuatiiereng the data concerning the then
works in progress.
In the following half year there were serious pewbt mostly affecting the manufacturing.
The main cause was that the software was not cumtdnfior this company. Only under the
new owner —Marzek Etiketten GmbH- did the custotmraof the software begin. Axapta is
a system with open-source code, therefore it allomtber development and customization.
The developement was entrusted to the IT staff lviaorked for Kner before the ,Mondi
times” and which knew the press industry very wdlhey developed a completely
customized manufacturing module based on the spdeiftures and needs of this exact
printing house. Thanks to the customized producposgramming the procedures can be
monitored, thereby providing the opportunity torplaobviously with regards to orders and
order’s demands- for utilization of the plant wittaximum capacity. The installation of the
system was not followed by any decrease in admatigé costs (e.g. dismissing a certain
number of employees responsible for administratiomd reduce expenditures on wages and
benefits), as due to the stready growth of the @m@ven more employees than before were
required.
The planned sum for the installation was exceedatfipte times over during the two year
period of development until the, now smoothly watki system was born. At first the
company worked with outside developers, which in020money was about 100
euros/developing hour. Later the previously memtbiner- IT staff worked on it during
regular working hours. This group of three is pnglsestill working at the company and daily
help run the software and also work on needs asdtse.
At the installment all staff took part in traininghe production supervisors each received 20
hours of training, the mid-level managers in sngatlups got 10-15 hours, and the laborers,
also in smaller groups, got 3-4 hours.
Today, except for payroll, the software coverdfal important modules which are needed for
the efficient functioning of the company. The raasthat the payroll module was not able to
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be parameterized in Axapta are complex Hungariass nd the specific payroll structure of
the printing industryThis function is provided by another program coneéd¢o Axapta.
Concerning the usage of this system, the nextemgdl the company is going to face with is
the upcoming version update of the software. Thcgss will be first carried out at the
Austrian mother company, followed by the updaté¢hef software used at the Ukranian, and
finally at the Hungarian subsidiary. The complexafythe software update is mainly due to

the large amount of customized developments.

2.2. Introduction of practical usage
* There is an opportunity for a symbiotic relatiomsbetween a procurer’s system and the

company’s system. This is beneficial for both getiA procurer can monitor an ordered
product, and can save time and staff through thpopnity of ordering faster or altering a
previous order through the system, and also themise symbiosis, he can see his orders 4-8-
12 months in advance.

It is beneficial for the company, because product@an be shaped to the needs of a
contracting party, and furthermore the maximum dactcapacity can be foreseen and
planned, so the supplies can be taken care of lastdout not least, it can help maintain
customer loyalty. This competitive advantage caly be held by companies who have these
complex systems; however only few can afford testment in them.

* Every employee of the company uses only those iiumeiof the software that are related
to their respective work area and responsibilitiEee production department’s workers
prepare and submit a worksheet every day. In thiksheet they record the description, time,
and quantity of every workflow the product was ilweal in, as well as if scrap material was
produced, and if there was overtime. After all data added, the worksheet gets digitally
signed and sent to the supervisor at the end ofeskaft. The calculaton of the monthy wage
of the workers will be based on their performarioeaddition, they are also responsible for
the logging of some materials with high priorityhésSe materials are assigned to a specific
process that gives a higher value to the basexdliaay materials. Therefore, the system logs
separately the quantity and the time of its usagd,also records the employee who used it.
The production preparation manager designs thenmgporder regarding the necessary time,
guantity of materials and capacity in the softwdreen he gets a precise, fast calculation of
the costs and the total production process. Tha daeded for these calculations can be
gainedand filtered via so-called reportsor instance, it is possible to generate a repothe
level of free storage capacity within or over 3@sla
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The employees working for the purchasing departraemtthe ones who insure a continuous
supply of base and auxiliary materials for produttitherefore they track all changes in
inventory. New orders are generated here as well.
The mould creation manager sees in the systemegb@rtinent’s needed amount of basic and
auxiliary materials in storage, selects the neagleghtity and which warehouse he or she
wants to receive it from. The software tracks theved materials. Furthermore this
manager’s duty is to control the worksheet of tluekers and to determine their performance
in percent. If this were noticeably high or lowetmanager first checks to see if the number
was a typo. |If there is no error, then it is like¢hat there is a problem with a machine’s
configuration and that's the cause of the low nurmsbéccordingly the problem can be
resolved without talking to the workers.
The production programming manager ranks the duti¢ise engine-room, and this is called
production programming. The production assistantes the work phases needed for
production. Then the needed base and auxiliary matgeare transfered to the respective
department with the help of material transitiorkeis. Finally, the manager confirms the
orders by preparing the supplier contracts.
Finished products are deposited at logistics. Thwmyk them with the help of barcodes, store
and deliver them by due deadlines. The programnases the order lines from the list of
contractors. These will be printed and the storp&ess with the help of a barcode reader, look
for the finished products, take the proper quarnttthe preparation area, then put them on the
trucks. A delivery note is made from the drawdowrcantractors as well, also the finance
department prepares the bill according to it. Besithe delivery note, the manager also prints
a quality certificate. If there are any problems,cannot be printed and the system
automatically generates an e-mail to the qualigpattor to take action. One can see the
materials’ actual quantity too. It occurs that tieye to order transport when the products are
in fabrication. In such cases they calculate vz vehicle to order by the used quantity of
materials.
The responsibility of the finance department is nmnitor the company’s operations
professionally. According to the accounting laws system of accounts is in the ledger of
the software, the chart of accounts is built upmfranalytics.Everything is booked through
the log, into a given transaction, a given log. Ehastomers and the suppliers have separate
customer and supplier strain data processing ursir data are stored here and the software
also books their transactions on their accountg @ank and the software are connected
through an interface, so, i.e. the recent trangastcan be imported from the bank module to
-5-



the e-bank. When taking stock, the inventory Bspiiinted from the stock accounts. The great
advantage of this software is that the accountisifu@s can be deeply systemized, giving the
possibility of the view of the contained items whgive the accounts’ balance.

Moreover, we have an opportunity of making microemuic statements. These are not
regulated by law, every manager can decide whéthar she needs this kind of information
or not. The company has a monthly closing. At the ef every month they close the ledgers,
account for corporation tax, bind the batches whele not yet procured bills and they
reevalute some batches. The data is rolled up mtimhoclosing (current year rolling) and are
calculated for the given month. This is the decismf the company, which the sharp
competition between its competitors has made a.nidsdr the closing of controlling they
generate data, which are not necessarily seereifettyer. For example, commercial data is
contracted weekly, which shows a trend. They alvspecculate on the trends, and talk about

trouble when the orders tend to drop for a longeet

3. ANALYSIS OF THE COMPANY’S INDEXES

Figure 1

Equity to share capital ratio
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The equity to share capital value of the compangdtat 242.1% in 2007 (Figure 1). As the
ratio exceeded 100%, it indicated a growth of gqudpital over share capital during the
preceeding years. Based on this fact, an efficaministration of finances is presumable.
Having a look at the same ratio three years l#t@ready stood at 370.81% after an annual
growth of 53.16% in 2010. These figures mean thatetquity capital nearly quadrupled over
the share capital in total, which fact — among ofiaetors — can be explained by the well
functioning EPR system that helps company leadatserbetter business decisions.

Figure 2
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Capital power
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The debt to equity (D/E) ratio of a company sholeslevel of external financing over equity
capital. The ratio stood at 124.83% in 2007, megrthat value of liabilities and debts
definitely exceeded the value of equity in thatryddnis figure decreased by 48.75% in the
following three years, and stood at 63.98% (Fig@jein 2010, indicating the gained

dominance of internal financing over external ficiagy.

Figure 3

Balance sheet earnings on capital ratio
("A" and "B" version)
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The balance sheet earnings on share capital redmd sat 28.14% in 2007, and after an
increase of 114.14% it reached 68.7% in 20EQure 3) If we modify the formula and

calculate the balance sheet earnings on equityatapstead, that gives us a value of 11.62%
in 2007 and shows a growth of 59.47% to 18.53%0mh02 As the company’s complex ERP
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has several features and functions that supportdhection and systematization of multiple

data, the use of this system may explain the fgatmove.

Figure 4

Proportion of substance of liability
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The next indicator focuses on the percentage @f-term external debt over all long-term
liabilities. In 2007, the company stood at 31.3ii%his category, and the ratio decreased by
91.14% to 2.78% in 2010 (Figure 4). The criticatkimaum for this indicator is around 60-
65%, which the company is not even close to

Figure 5

Cover of liability
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The cover of liabilities ratio was 218.74% in 20@hich means that its equity capital could
finance more than twice the company’s long-ternerd! debt in that year. After a growth of
1500.62%, the indicator reached a peak at 3501.0t62010, making it possible for the
company to have 35 times more equity capital tbag+term external liabilities.



4. COMPARISON WITH COMPETITORS

Figure 6

Balance sheet earnings on equity ("B" version) (2010.)
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According to the yearly accounts in 2010, the Kegkés Tarsai Nyomdaipari Kff2.) had
the highest ratio in the category of balance skagtings on equity, followed by Pharma Print
Kft. (6.) and Marzek Kner Packaging K{B.). Their percentage was significantly higher then
the value of STI Péfi Nyomda Kft. (1.), Koros Print-Pack Kft(7.) the Javipa Nyomdaipari
Kft. (5.), or Kartonpack Dobozipari Nyri{4.). (Figure 6.) According to these figures, the

company examined by me definitely belongs to tbatfrunners.

5. FLAWS IN THE SOFTWARE
During my research different departmemanagers reported insufficiencies in the software:

 The acquisition department manager's experience thas the software contains
unreliable data in short term of time of the sugqdliquantity orders. It happens that the
material need does not disappear immediately wiheyntake it out of the storage.

» At this time the logistics team has to manually thet supply tolerance every time at
deliveries: namely, the percentage (positive oratieg) of the possible lapses in ordered
deliveries. This could be done on the customer saatvance. Furthermore, they could use
the capability of filling up repositories in theosige system, meaning that the same specific
finished products would always be stored in the esgtace. This would need a picking
strategy and also they could optimize the loadiitt ¥he fewer loaders needed for 1-1 truck
load because they could targetedly search for ib@ygts.

* The managing director said that they can gain tifi@nation from the system with the
help of recent standard reports which means tHatnration can be filtered with only latter-
advanced options. This could be improved by puwicltnan OLAP based data mining
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software and interlocking it with the extant ERBteyn. The point of OLAP systems is that
the information can be filtered in several diffarevays and can be aggregated with these
aspects, showing them to the users, who can atmgpgand filter them and analyze them
online. With its help basically any report can bad® without development, because these
software save to so called datacubes. The dataredson the different sides of the cubes and

these can be moved at will.

6. SUMMARY
According to the company’s current managing dineck@sa Istvan Zoltan, it is extremely

important that the Axapta is an open source-codgstes), thereby permiting further
development of the software. Software developerkemadustry specific ERP software in
vain, there will be a standard system for a seatdnich can be customized for a given
company. What is approved through its own develaogrofers many more opportunities and
is more nuanced, gives finer modules, especialthénfabricating module for the companies
which chose to install these software.

One of the advantages of a built up and smooth-wgrERP system is that the data needs
only to be taken in once and all the modules carkwath it from then on. The 10% chance
of flaws via manual entry can be reduced. Furtloeentime can be saved which the worker
can spend on other activities.

The company’s supply chain’s efficiency can be edézl by eliminating the machine stand
caused by absence of information (i.e.: the pradnctine has to stop because of the
processing of a long order).

There is an opportunity for a symbiotic relatiomstietween a procurer’s system and the
company’s system. This is beneficial for both tiA procurer can monitor an ordered
product, and can save time and staff through thmorpnity of ordering faster or altering a
previous order through the system, and also themise symbiosis, he can see his orders 4-8-
12 months in advance.

It is beneficial for the company, because productean be shaped to the needs of a
contracting party, and furthermore the maximum dactcapacity can be foreseen and
planned, so the supplies can be taken care of astdbut not least, it can help maintain
customer loyalty. This competitive advantage caly be held by companies who have these
complex systems, however only few can afford t@gtment in them.

The final conclusion is that complex ERP systemstrdoute to the success of companies.

What is more, if we view it globally we can detenmithat its existence is important for our
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country because it can improve exports by capitajia factory’s capacity based on the easily
estimated foreign procurers’ needs. Consequelhigyntore companies can pre-plan, the more
the export quota can grow, supposing the ideal amafuorders, certainly.
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ABSTRACT

According to your opinion, what role does Businéanagement Systems (BMS) play in
company success? The aim of my research was totfiedanswer for this question by
examining the practical use of the BMS softwargliep at Marzek Kner Packaging Ltd.
Good management decisions are essential to su¢tesever, they require accurate situation
analysis that cannot be made without properlyréiiedata. Such information can be easily
obtained by the use of a developed, efficient ggrmanagement system, as it stores all past
data in a structured way.

Time factor has a higlighted role nowadays, andtduaut competition, good decisions must
be made rapidly.

Software companies tend to develop industry-spepifograms, therefore their final output is
a standard system that must be customized accotdlitig specifics of the certain company.
The most economical way to implement such adjustsnsnthe use of an open source code
system, as it allows own developments.

Such a customized software ensures the possilaitgompany leaders to be aware of all
circumstances due to properly filtered data. Ths® guarantees that they do not get lost in
details, thus they are able to make the optimakadet
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APPENDICES

1. appendix: Company indicators (EFT= Thousand Formt)

INDEX CHANGE
NAME CALCULATION 2007. 2008. 2009. 2010. 2007=100%
1. Equity capital / 1.116.713 EFT/ | 1.234.256 EFT/ | 1.393.694 EFT/ | 1.710.644 EFT / | 370,81% /
Equity on share Sgarg Capital *100 461.330 EFT * 461.330 EFT * 461.330 EFT * 461.330 EFT * 242,1% =
capital ratio P 100 =242.1% 100 =67.54% 100 =302.1% 100 =370.81% 153.16%

> Debt on Equity | Debt /Equit 1.394.009 EFT/ | 1.341.750 EFT/ | 1.168.611 EFT/ | 1.094.477 EFT/ | 63,98% /
ra.ltio auity Ca ital*qloz)/ 1.116.713 EFT /*| 1.234.256 EFT * | 1.393.694 EFT * | 1.710.644 EFT * | 124,83% =

P 100 =124.83% 100 =108.71% 100 =83.85% 100 =63.98% 51.25%

3/a Balance sheet
earnings on capits
(,A'version.)

Balance sheet
learnings / Share
capital *100

129.797 EFT /
461.330 EFT *
100 =28.14%

117.543 EFT/
461.330 EFT *
100 =25.48%

159.438 EFT/
461.330 EFT *
100 =34.56%

316.950 EFT/
461.330 EFT *
100 =68.7%

68,7% / 28,14% =
244.14%

3/b Balance sheet
earnings on capitg
(,B"version.)

Balance sheet
learnings / Equity
capital * 100

129.797 EFT /
1.116.713 EFT *
100 =11.62%

117.543 EFT/
1.234.256 EFT *
100 =9.52%

159.438 EFT /
1.393.694 EFT *
100 =11.44%

316.950 EFT/
1.710.644 EFT *
100 =18.53%

18,53% / 11,62%
=159.47%
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4. Proportion of

debt-stock

(Subordinated liab.
+ long term
liabilities) /
(Subordinated liab.
+ Long term liab. +
equity capital) * 100

(0 EFT + 510.525
EFT)/ (0 EFT +
510.525 EFT +
1.116.713 EFT) *
100 =31.37%

(0 EFT + 457.402
EFT)/ (O EFT +
457.402 EFT +
1.234.256 EFT) *
100 =27.04%

(0 EFT + 227.495
EFT)/ (0 EFT +
227.495 EFT +
1.393.694 EFT) *
100 =14.03%

(0 EFT + 48.859
EFT)/ (0 EFT +
48.859 EFT +
1.710.644 EFT) *
100 =2.78%

2,78% / 31,37% =
8.86%

Equity capital /
(Subordinated liab.

1.116.713 EFT /
(O EFT + 510.525

1.234.256 EFT /
(0 EFT + 457.402

1.393.694 EFT /
(0 EFT + 227.495

1.710.644 EFT /
(0 EFT + 48.859

3501,19% /

0p =
> Debtcoverage |\ jngterm liab) *| EFT)*100=  |EFT)*100= | EFT)*100= | EFT)*100 = iéggg ZA(’) y
100 218.74% 269.84% 612.62% 3501.19% e
2. appendix: Indexes of the comparison with compebrs (EFT= Thousand Forint)
exname caedaton STI Petfi Nyomda Kft | és Térsaeisll\(leg/ndai ar Marzek Kner Kartonpack
y Kfty P Packaging Kft Dobozipari Nyrt
3/b Balance
sheet earninas | Balance sheet earnin S871.063 EFT/ 352.825 EFT / 316.950 EFT / 111.895 EFT/
on cavital g / Equity capital * 100 g 6.207.227 EFT * 100 = 1.344.228 EFT * 100 5 1.710.644 EFT * 100 = 1.155.741 EFT * 100 =
capr quity cap 14.03% 26.25% 18.53% 9.68%
(,B"version.)
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Index name

Calculation

JAVIPA Kift

Pharma Print Kft
(ONIX)

Koros Print-Pack Kft

Zalai Nyomda

1/b Balance
sheet earnings
on capital
(,B"version.)

Balance sheet earning
/ Equity capital * 100

S76.364 EFT / 659.715
EFT * 100 =11.58%

48.679 EFT / 216.199
EFT * 100 =22.52%

17.747 EFT / 138.992
EFT * 100 =12.77%

Cannot be defined due
to negative balance
sheet earning
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