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ARTICLE INFO ABSTRACT
Article history: Enterprises nowadays strive to keep transformihgirt business processes in
Received 12 February 2016 accordance with the fast-changing customer demasu as to survive the intense
Accepted 12 March 2016 global competition[1].In current times, the ERRrsario in India is witnessing a swift
Available online 20 March 2016 growth. In order to survive in highly compie® business environments,
companies have to continuously change thesiness [2].This paper presents case
Keywords: study of Tata Steel Limited, formerly known as Thta and Steel Company Limited
ERP system, Implementation, Success (TISCO) Jamshedpur. The aim of this case study teatearn about Enterprise
factors, Success Indicators, Situation- Resource Planning (ERP) system implementation sscaad related issues at Tata
Actor- Process (SAP) Steel Ltd. Tata Steel Ltd.is an Indian multinasibsteel-making company

headquartered in Mumbai and a subsidiary of tha Tabup. It was the 11th largest
steel producing company in the world in 2014, vath annual crude steel capacity of
26.202 million tonnes and the second largest peigattor steel company in India
after SAIL [4].Case study is developed by obseoratand interview technigue. The
case is then analyzed applying flexible system opulogy i.e. Situation- Actor-
Process (SAP).This research article examines \diaiensions of ERP system
implementation and related issues and gives arefithdcomprehension in system
implementation process at Tata Steel Ltd. Undeditgnof different issues will help
organisations to emphasize on certain featuresgare the success of implementation
of ERP system.

INTRODUCTION

Enterprise Resource Planning (ERP) is a cross+ifumaitenterprise system directed by a modulatedmro
of software modules that sustain the basic intdonalness processes of any given organisation (Kufhaand
van J. Hillegersberg, 2000). Kumar and Hillegergb€2000) defined enterprise resource planning (ERP)
systems as ‘“configurable information systems paekathat integrate information and information based
processes within and across functional areas iorganization”(Maxie Burns, Ogt al, 1991). In information
systems (IS) area, implementation is defined as pitocess that begins with the managerial dectsigmstall a
computer based organizational information systethiarcomplete when the system is operating as tegrial
part of the organization’s information system” @y, Z.,et al, 2005). ERP systems are expensive and time
consuming. A recent Standish Group report on ERflémentation projects discloses that these projeete
on average,178% over budget, took 2.5 times as dsnigtended and delivered only 30% of promisecdefien
(Chien, S.W. and S.M. Tsaur, 2007). Chien and T¢2007) states that the measurement of ERP systems
effectiveness or success is significant to undedsthe value of ERP system investments (Sapsfardng V.
Jupp, (Eds.). 2006). They reported that 57% of a@mgs launched no assessments on the performardePof
systems owing to lack of effective evaluation madélhis covers the way for the adoption of ERP espst
within the organisation (Sapsford, R. and V. Jyjuls.). 2006). ERP is the most rapidly growingtesysarea
in operations today. Thousands of companies hapéeimented or are in the process of implementinE R

Open Access Journal

Published BY AENSI Publication

© 2016 AENSI Publisher All rights reserved

This work is licensed under the Creative Commons Attribution International License (CC BY).
http://creativecommons.org/licenses/by/4.0

To CiteThis Article: Suraj Kumar Mukti and Dr. A.M. Rawani., Erp systenplementation in india: case of tata steel Adst. J. Basic &
Appl. Sci.,10(1): 564-570, 2016




565 Suraj Kumar Mukti and Dr. A.M. Rawani, 2016

Australian Journal of Basic and Applied Sciences,d(1) January 2016, Pages: 564-570

system (Chien, S.W. and S.M. Tsaur, 2007). Thiglystdeals with various issues related to ERP system
implementation at Tata Steel Ltd.

II. Aim and Methodology of the Paper:

The aim of the paper is to illustrates the needEBP system, to identify the selection method of ERP
system vendor, identification of problem during ER{stem implementation, to be aware of ERP system
implementation approach, to know implementation egigqmces, to identify factors affecting ERP
implementation and success indicators, to knowsttemario after ERP implementation and future piafeted
to ERP system at Tata Steel Ltd. Case study isapeelpby collecting data both from primary and seleon
sources (Bhagwat, R. and M.K. Sharma, 2006). Stredtinterview of executives of various departmevtitch
are directly or indirectly influenced with ERP st of the rank of Assistant Managers and abovameaged
(Nodoushani, O. and P.A. Nodoushani, 2012). Petsasiaof Tata Steel Ltd. Jamshedpur was madeottect
primary data. The focus of interview was to expleagious ERP system success factors and indicatoFata
Steel Ltd. Jamshedpur. To supplement the findidgt are collected from annual reports, pressge|gainted
documents and websites related to Tata Steel Ludstnnaire survey on ERP system implementatieralsn
been used to supplement the findings. Finally thgecis analysed applying Situation-Actor-ProceS#R(
methodology to find the finer issues. Prevaleniagibn in the context of ERP system implementatioi ata
Steel Ltd. has been identified.

[ll. Tata Steel Ltd. formerly known as Tata Iron ath Steel Company Limited (TISCO):
3.1.Background of the Plant:

Tata Group is an Indian multinational company headigred in Mumbai India. It encompasses seven
business sectors: engineering, communications aformation technology, materials, services, energy,
consumer products and chemicals. Tata Group wawléxliin 1868 by Jamsetji's Tata as a trading complan
has operations in more than 80 countries acrossasitinents (Goldstein, A., 2008). Tata Group heard.00
operating companies with each of them operatingpeddently. The major Tata companies are Tata,Statd
Motors, Tata Consultancy Services (TCS), Tata PpWeata Chemicals, Tata Teleservices, Titan
Industries, Tata Communications and Taj Hotels. Thmbined market capitalization of all the 32 Iikf€ata
companies was INR 8.2 Trillion ($ 138 billion) asJuly 2014 (Holtbriigge, Det al, 2013). Tata receives
more than 58% of its revenue from outside IndiataT&roup remains a family-owned business as the
descendants of the founder (from the Tata familyh @ majority stake in the company. The currenirafen
of the Tata group is Cyrus Pallonji Mistry who tooker from Ratan Tata in 2012.The Tata Group asd it
companies & enterprises is perceived to be Indie&-known global brand within and outside the ¢guas
per an ASSOCHAM survey (Brockbank, W., 2013). TBEannual survey by the Reputation Institute renke
Tata Group as the 11th most reputable companyeimvtirld (Athreye, S. and S. Kapur, 2009). The Tataup
has established and helped financially numerousitquasearches, educational and cultural instgutelndia.
Tata Steel has manufacturing operations in 26 cm@msntincluding Australia, China, India, Netherlands
Singapore, Thailand and United Kingdom with empés/@round 80,500 people. Its largest plant is émtat
in Jamshedpur, Jharkhand with 9.7 million tonngsacdy (Goldstein, A., 2008). In 2007 Tata Steejaed
the UK-based steel maker Corus which was the laigesrnational acquisition by an Indian companlythiat
date. It was ranked 471st in the 2013 Fortune GI166@ ranking of the world's biggest corporatiods V.S.
and S. Arora, 2013). It was the seventh most vddubidian brand of 2013 as per Brand Finance (D&ta
1985). On February 12, 2012 Tata Steel completddl yHars of steel making in India. Tata Iron andebte
Company Ltd. [i.e.TISCO] is Asia's first and Indidargest integrated private sector steel comp&wsddy,
B.M.). Tata Iron and Steel Company were establishgedorabji Tata on August 25, 1907, as part of his
father Jamsetji's Tata Group. By 1939 it operated largest steel plant in the British Empire. Tlenpany
launched a major modernization and expansion pnognal951. Later in 1958, the program was upgradei
Million metric tonnes per annum (MTPA) project (@&stava, A.K.,et al, 2012). By 1970, the company
employed around 40,000 people at Jamshedpur, vitttlger 20,000 in the neighbouring coal minesl 990, it
started expansion plan and established its sulbgioidNew York. The company changed its name frd@JO
to Tata Steel in 2005(Markus, M. L., and C. Ta@B30O0).

3.2.Need of ERP system at Tata Steel Ltd:

Tata Steel Ltd. faced two major problems from thegracy system; firstly they were not customemiiy,
The whole system was tuned to the process anditéyattention was paid to the customer demasdspndly
the systems were outdated and the method of operatas too complex and not error free. In orderetdify
these issues the organization was searching arudif system which could serve as a master systém ERP
system was appropriate for the organisation. Tlais inwvestigated by the concerned departments.
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3.3. Selection of ERP system vendor:

The management at Tata Steel wanted a full prosfesy to seamlessly integrate with its existing
information system and further provide compatipilitith its future implementations. After an in-degstudy of
functionality, cost, time, compatibility, esteenpevability, support and future organizational regoients was
done. ERP system selection starts with an undetistgrof Critical Success Factors (CSFs) for a sssite
implementation in an organization. ERP system versidection methodology steps at Tata Steel Ltd. ha
mentioned below:

3.3.1. Structured approach:

As a first step in selection of a new system, stmexl approach was adopted. In this approach tiseoe
practices were presented to all the stakeholdersmtihe enterprise before the system selectiongs® begins.
Everyone needed to understand the method of gathedquirements; invitation to tender; how potdntia
vendors will be selected; the format of demongiregiand the process for selecting the vendor. Téash
stakeholder was aware that the decision will beemau an objective and collective basis and this alitays
lead to a high level of co-operation within the gess.

3.3.2. Focused demonstrations:

Demonstrations by potential vendors must be releti@the processes of Tata Steel Ltd. However ai$ w
important to understand that there was considerabieunt of preparation required by vendors to perfo
demonstrations that are specific to a businessteftre it was essential that vendors were treatpaléy in
requests for demonstrations and it was incumbernthercompany to identify sufficient demonstraticosthat
proper decision could be made.

3.3.3. Objective decision process:

Choosing which ERP system to use was a complessidecthat has significant economic consequences,
thus it requires a multi-criterion approach. There some key points to note when the major detisiakers
were agreeing on selection criteria that will bedisn evaluating potential vendors. The criteriaevevide-
ranging and decided upon by as many objective peappossible within and external to Tata Steel Ltd

3.3.4. Full involvement by all personnel:

The decision on the system was made by all stallel®lwithin Tata Steel Ltd. It required top managetn
leadership and participation. It involved virtuadlyery department within the company. Represemstof all
users were:

» Involved in the project initiation phase where tiezision making process was agreed;

e Assisted in the gathering of requirements;

+ Attended the Vendor Demonstrations;

» Had a significant participation in the short-ligtiand final selection of a vendor.

The implementation of SAP system was associateth wértain strategic goals in mind. With this
implementation, Tata Steel Ltd. wanted to bringHa culture of continuous learning and changes Twould
enable Tata Steel Ltd. to achieve a world-classistir its products and services and strengtleeledtdership
position in the industry. Besides this, Tata Stadl also wanted a system to result in quick decishaking,
transparency and credibility of data and improspomsiveness to customers across all areas.

3.4.Problem during ERP system implementation:
In order to successfully implement ERP system ethegre several problems during implementation ¢ Ta
Steel Ltd. as mentioned below:

» To select the correct consultants to have the cotrelueprint during Implementation:

Selection of appropriate ERP system consultardseaperts who defines and decides the correct bihtep
for successful implementation was a first and higbfem during implementation. In 1998-99 a smadissr
functional in-house team along with consultantsrirArthur D. Little (Strategy Consultants) and IBMoBal
Services (BPR Consultants) re-designed the two-basiness processes, Order Generation & Fulfillnaerat
the Marketing Development processes to improveooust focus facilitating better credit control amdluction
of stocks. In keeping with this commitment it adsptthe latest production and business practicesffey
innovative processes that meet the changing denwritisglobal and local customers.

» ERP system implementation was not a simple IT pobje

In fact it was an organizational project impactalflevels of an organization. So it was very impat to
get the support from all the people that were inedlin implementing ERP system, but more importeas the
participation and commitment of all levels, espligimanagers of the company.
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» The Blueprint was the keystone:

used as the lighthouse who guided the whole profeblueprint should never be a merely mappingBP
systems. In fact a blueprint brought the stratefjg @ompany into execution through defining its qasses
across all business areas. Tata Steel changedblbejprint many times as per process, events andupts.
This was a tedious process during ERP system ingsiéation.

» Testing of ERP system hardware and software wasrigis and tedious job:
Testing of business processes with each othagration of ERP system and hardware, readinesadf e
users before going live, was a great problem dUueiR§ system implementation.

» To Design and execute a Change Management Prograas a big problem:

Communication of information to end users who hawveaccept the new technology, designing and
executing a training plan in order to provide prog@owledge, was a problem during implementatiothinithe
organization.

3.5.ERP system implementation approach at Tata Steel: Lt
Big bang adoption:

is the adoption type of the instant changeover,nnderybody associated with the new system moves to
the fully functioning new system on a given datehaf a new system needs to be implemented in
an organization, there are three different waysadopt this new system: The big bang adoption, ghase
adoption and parallel adoption. With the big badgpion, the switch between using the old systethwsing
the new system happens at one single date, thalleaténstant changeover of the system. Everybdaifssto
use the new system at the same date and the dihsysll not be used anymore from that moment cataT
Steel planned a big-bang approach of going livén &t the modules at the same time, in just a sgagight
months. Driven against the speed of time, the paAd®mplementation was fast with all activities badkby a lot
of thought process and meticulous planning. GhNbvember 1999, Tata Steel pulled off a big bang
implementation of all SAP modules at one go acd@ssountrywide locations as per the set deadline.

3.6.Implementation experiences:

The implementation of ERP system SAP was associattid certain strategic goals in mind. With this
implementation, Tata Steel Ltd. wanted to bringHa culture of continuous learning and changes Twould
enable Tata Steel Ltd. to achieve a world-classistir its products and services and strengtleeledtdership
position in the industry. Besides this, Tata Stddl also wanted a system to result in quick deaishaking,
transparency and credibility of data and improvepomsiveness to customers across all areas.SABeaas
implemented in sales, production, finance and autiog, planning system, warehouse management, human
resource planning department.

The path was set to achieve success through SAPthAl branches, which had huge numbers of
transactions and complexity, were identified abiib' while the smaller branches along with the tgmment
agents were defined as ‘spokes’ which were attathatese branches. In January 1999 the team fratm T
Steel Ltd. was decided and christeiBHAM ASSET' an acronym for Achieve Success through SAP Enabled
Transformation. The TEAM ASSET had two simple axiom

«  Go-Live date - T November 1999

» There are only 24 hours a day

Preparatory task forces activities were conductad eore business processes were mapped to SAP
modules. Also another parallel activity called '@pa Management' was initiated within the compariye T
prime objective of 'Change Management' was to reatho people involved indirectly in the projectapprise
them of the developments taking place.

"We wanted that Tata Steel be the number one istde industry...we wanted to be the first to haee th
latest systems..said Mr. Sandipan Chakravortty, GM (Sales), TdteS_td.

The company knew well that they had a tough tingeeiglly to implement the system in one stroke.yThe
had to choose top ERP system in order to ensutdtthezeets the demands of a big firm like Tata Bted.
They went ahead with associating and implantinga T2teel Ltd. to all the stakeholders so that thegome
compatible. These ideas also contributed to theemsc They were also sharp enough in adopting tidem
and most recent technology available in the markieé period set for implementation seemed to behano
major challenge. The time granted for the process 8vmonths.

The business process was divided into two main setsnThe core functions were denoted to be major
ones. Similarly the supporting functions were nammaor ones. A plan of action on the proposed ERR&ct
was drafted depicting their relation to one anotmat to the business process. All of them were nadear in
mind the fact that ERP system implementation wasenative and that the deadlines were not very caatite.

The company took all efforts to ensure that thengeadid not produce any sort of resentment in the
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organization. This was done by educating everyam¢he need and desirability of change. EventualiyaT
Steel Ltd. implemented ERP system SAP within eigbnhths.

The company adopted ERP system to take a leadeicdmpetitive steel industry and through constant
learning, innovation and refinement of its businepsrations. Tata steel Itd. has transited sealyléssn a
production-driven company to a customer-driven asiag ERP system SAP.

3.7.Factors affecting ERP implementation:

“The mission of top management is to create a falda@renvironment for the implementation of ERP
systems and attaining of desired resulfslf. R.K. Shrivastava, HoD Civil, Tata Steel Ltdakbgement of Tata
Steel Ltd. was fully committed and participatedvay with dignified project schedule in which teeope, size
and complexity of the project was clearly mentian&dompetent project team with clear goals anca:cibjes
was deputed to accopmlish the target.During ERResysimplemetation, proper documementation were
done,all the processes were well aligned with th&rtess processes and the organisation has follpveexer
Business Process Re-engineering as required forl@RHnentation.

The organization has sufficient hardware and saftweith a suitable ERP system which can support the
business processes in healthy way, has hired foresgful ERP implementation at Tata Steel Ltd. Iripg
data from other system to ERP system, data anapsisiata maintenance with this system is easyhalusers
have taken into confidence in decision making psecer ERP implementation, proper training to ruRPE
system were provided in Tata Steel Ltd. ERP systemdor /consultant at Tata Steel Ltd. have healthy
relationships with the organization which can pdevadequate technical support, quality training serdices
on time. Tata Steel Ltd. has qualified and welbinfed ERP vendor with adequate experience.

3.8.Success indicators at Tata Steel Ltd. with ERP eyst

Mr. R.K. Shrivastava, HoD Civil, Tata Steel Ltdabbrates “ERP System SAP at Tata Steel Ltd. has
accurate and relevant data, easy to learn andteasse, reliable, meets users’ requirements, pesvimltput
what users need. ERP System database contentst@sdape it provides up-to-date information which i
understandable, important, usable and relevargeosy’ He again speeches “ERP System employeexbbrd¢o
give prompt service to users, they have the knogdetd do their jobs well, they intend to use ERBt&y to
review decisions made by other members of the tmpat. Overall, employees are very satisfied withERP
System.” The introduction of ERP System SAP witfiata Steel has led to efficient business processes,
enhanced customer service, reduced costs, imprpveductivity, accelerated transaction time, workflo
management and reduction in the number of creditagement errors. There have also been significags
in manpower, inventory levels, and resource managenT ata steel Itd. can now update its customaitg dnd
provide seamless services across the country, wimgyocustomer management. The availability of amlin
information has facilitated quicker and reliablertd analysis for efficient decision-making. Besjdtdse
streamlined business process reduces the levidgaty system and also provides consistent busprastices
across locations and excellent audit trail of edhsactions. Tata Steel Ltd. had reduced ERP ingigation
costs due to a common template, reduced applicataintenance costs, lower integration cost dueatodsrd
interfaces, and Lower infrastructure costs. SAP ERIBtions produced a remarkable result to the @mypn
terms of financial technical and managerial paransetWith SAP's solution Tata Steel can now upttaé
customers on a daily basis and also used for efficiecision-making.

"Now | shudder to think how we were functioningreany years without a world-renowned ERP system.
Along with the hard times we had, came the rewaifddhe success of implementation," remarked Mr VK.
Srinivasan, Member, and Team ASSET at Tata Stekl Lt

IV. Sap analysis:
The case is analysed applying Situation-Actor-Pssc€SAP) methodology to find the finer issues.
Prevalent situation in the context of ERP systentsss measurement at Tata Steel Ltd. has beeifigtknt

4.1 Situation:

* Tata Steel Ltd. Jamshedpur, Jharkhand establish&807 is Asia’s first and India's largest integuat
private sector steel company running with 9.7 willtonnes capacity.

* Tata Iron and Steel Company Ltd. was the sevemtst waluable Indian brand of 2013 as per Brand
Finance. On February 12th, 2012 Tata Steel conpHlE years of steel making in India.

« Tata Iron and Steel Company Ltd. is executing ERftlem SAP from Novembef' 1999

e Tata Iron and Steel Company Ltd. have followed lgg adoption theory to implement ERP system.

« On November 1999 Tata Steel pulled off a big bang implemeatatf all SAP modules at one go
across 46 countrywide locations as per the setlidead
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e InJanuary 1999 the team from Tata Iron and Steehgany Ltd. was decided and christened 'TEAM
ASSET' an acronym for Achieve Success through SA&bEed Transformation and implementation was within
eight months.

* Tata Iron and Steel Company Ltd. have invested Rsrdre for ERP implementation and had saved
around Rs 33 crore within a few months.

* The introduction of SAP also decreased manpower fcosi more than US $ 200 per ton in 1998 to
about US $ 140 per ton in 2000.

* There was a significant reduction in inventory tlagrying cost, from Rs 190 per ton in 1999 to RS 15
per ton by 2000.

e The company is planning to adopt my SAP CustoméaitRaship Management solution to enhance its
customer relationships in the near term and evénttealize its dream of a becoming the most edfintiand
competitive company in the world.

4.2 Actor:
* Management of Tata Iron and Steel Company Ltdnamalementing force.
» Various departments implementing ERP system SAP.
» Interdepartmental co-operation and communication.
* Major Privet sectors steel making companies as etitops.
» Stakeholders, Vendors, Consultants and Customérataflron and Steel Ltd.
e Government of India and state government as a gugsto

4.3 Process:

e Tata Steel has embarked on a mission to conquesté® market through its dedicated distribution
network and innovative product solutions using Egftem SAP.

* The head and staff of ERP system section are astiitband responsible for successful implementation
and maintenance of ERP system within the orgaoizati

 The organization conducts training and educatiomg@mmes to ensure successful ERP
implementation in the organization.

Conclusion:

With the implementation of ERP system SAP, manageraad coordination among all departments has
become more simple and convenient at Tata SteeUbattshedpur. Now all the data of the everydayymrtich
is collected automatically. The process is noweflashd error free. Integration with the other dapants has
now become simpler. After the implementation of ERf results have improved drastically. Close $04R
crore has been spent on its implementation andsaaéd around Rs 33 crore within a few months. The
manpower cost had also reduced tremendously. AféP solutions were introduced in Tata Steel Ltde t
business processes became more efficient. It afpooved customer service and productivity and reduc
costs. The introduction of SAP also decreased maapoost from more than US $ 200 per ton in 1998tout
US $ 140 per ton in 2000. There was a significadtiction in inventory the carrying cost from Rs 10 ton
in 1999 to Rs 155 per ton by 2000. There were significant cost savings through efficient managetred
resources. The overdue outstanding had been braolagint. With the implementation of SAP, there hasrbe
efficient management of resources and hence & lobsi savings has been done. With ERP system, Statal
can now update their customers regularly and peobietter services thus improving the customeriogighip
and has better customer management across thecdtittas helped in efficient and faster decisioaking as
all the information is now available online. Besdgtreamlining the business process, it providesistent
business practices across locations. Analysts tfelt Tata Steel Ltd.'s modernization program wasy ve
successful. Inspite of the depressed market andrlovargins, the decrease in the production costsled Tata
Steel Ltd. to achieve a profit after tax of Rs 5&Bion in 2000-2001, and Rs 4.22 billion in 192000
compared to Rs 2.82 billion during 1998-99. Thecsss of this project was motivating for both theaTateel
Ltd. and the ERP vendors. Now Tata Steel Ltd. isomby using this software but they are also gdmgork on
it further to gain more benefits for the companynadl as for the stakeholders. This will help comp# make
more profits and satisfy the customer needs efftbieln this way the company can keep its existiotd in the
steel industry. At last the SAP model presentssthmtion of Tata Steel Ltd which helps in idenitify issues in
the current method of operation.
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