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AN IMPROVEMENT OF INFORMATION PROCESSES
IN ENTERPRISES — THE ANALYSIS OF SALES PROFITABILITY
IN THE MANUFACTURING COMPANY USING ERP SYSTEMS

KoS$cielniak H.*

Abstract: Processes constitute an inseparable element of the technical, social or
organizational system. Moreover, they show the dynamics of the organization and they are
subordinated to its goals; they actuate the organizational reality and they enable the cause
and effect analysis of the changes taking place in the organization and its constituent
elements. The aim of the paper is the multidimensional assessment of management of sales
profitability of manufacturing companies using ERP systems; in the paper there are
presented the images (windows) - of the evaluation of the enterprise performance; their
exemplification was given to the enterprise under research. The collected and ordered
information satisfy the information needs of decision-makers at the level ensuring
methodological rationality of the decision.
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Information processes of enterprises and their development

On the grounds of praxeology, the process is a combination or a range of
permutation events, running in time, which are recognized as a whole on account
of specific highlighted features (Davenport, 1993). The highlighted whole consists
of sequentially performed operations, mainly aiming at creating value for clients
and stakeholders. As Brillman notices, processes are most frequently divided into
two groups:

— operational (business processes), defined as central processes, with the help of
which there is created the value for the client and other interested parties,

— auxiliary processes, creating the conditions for the development of operational
processes; they have internal clients; they may be divided into support processes
and management processes (Brillman, 2002).

Each enterprise ought to develop its own map of processes. The basic processes for

the enterprise are the ones which are of critical importance for its success at a given

time (Jelonek and Stepniak, 2013; Pachura, 2012). Their correct interpretation may
be useful while establishing strategic development priorities (Hedstrom et al.,

2011). In process enterprise, operational processes consist of six main types:

— understanding customer market,

— developing the vision and strategy,

— manufacturing products and services,

— marketing and sales — production and deliveries in state-owned and service
enterprises, and
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— invoicing and providing service to clients.

In process enterprise the management and support processes also include six types,
such as:

— human resources management and staff development,

— information systems management,

— management of financial resources and assets,

— 1implementation of environmental programs,

— management of external relations, and

— management of development and changes.

Information systems management is developed by information technologies. In
case of Information Technology we deal with a set of technologies, techniques,
methods and tools for processing data, information, knowledge and communication
and offering them on the world market. Moreover, processing data into knowledge
is a continuous process and takes place in continuum, at which there are designated
four stages: data, data processing, information and knowledge. Confronting the
above stages with transaction costs (curve of transaction costs) allows to notice that
marginal cost of creatively generated knowledge may be too high to reach other
units of knowledge with current technological capabilities (see: Figure 1) (Kleas,
2000; Man et al., 2011).

Transaction costs
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Figure 1. Information continuum and transaction costs (Chandra and Shankar, 2004)

The area of data processing is the oldest and most developed segment of
Information Technology (Lis et al., 2005). In the most general assumptions,
Information Technology covers the issues of acquiring data from different sources,
their storage in internal and external memory and sharing them, in the requested
form, with different classes of users (Detlor, 2010). The characteristic feature of
Information Technology is the interdisciplinary nature of products, which is based
on three scientific disciplines: economics, informatics and engineering and taking
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over the integration functions to create new solutions for different applications in
the enterprise, constructing the integrated multi-company information systems,
solutions for communication, globalization or tools for supporting decisions
(Tomski, 2006; Turek, 2011; Lis et al., 2014) and the desired flexibility and the
content of strategies (Krupski et al., 2009; Nowicki et al., 2012).

One of the areas of data processing is management of financial resources and
assets. It is the process which is critical for the organization, including the
following five tasks:

— management of financial resources,

— organizing systems of financial transactions and accounting,

— conducting internal audit,

— management of fiscal (tax) duties (Powell, 2001).

In the group of the above tasks there is the issue of creating the profitability of the
enterprise.

The assessment of the performance of the enterprise by sales profitability

The criteria for the evaluation of activities in enterprises are based on the

examination of mutual relationships that occur between individual items in

financial reports. Assessment of the criteria for the evaluation of activities in

enterprises is recommended especially (Antonowicz, 2011; Vance, 2003) because:

— it allows for standardization of the analysis, which is of much importance to
banks, where a customer should be offered the same terms in different banks
when applying for a loan,

— it allows for definition of uniform goals in companies which manage multiple
enterprises,

— it opens up opportunities for comparison with average ratios in the sector,
a group of enterprises and between competitors at a particular time,

— it allows for assessment of tendencies and progression in consecutive years.

The following five groups of ratios are used for evaluation of individual domains

of activities in the enterprise: financial liquidity, operational efficiency, structure of

financing, profitability and ratios of the capital market.

One of the main dimensions of the assessment of the performance of the enterprise

is profitability; profitability ratio, calculated appropriately, amounts to the relation

of the profit calculated at different levels of business activity to:

— the achieved net income from sales,

— total assets,

— equity.

Profitability ratios include:

— return on sales (ROS),

— return on assets and investments,

— return on equity (Ross Stephen et al., 2007).
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The analysis of sales profitability in the manufacturing company using ERP
system

The manufacturing company deals with technology of manufacturing workpieces
and it possesses seven manufacturing cells. In the enterprise there are employed 75
people who manufacture 34 workpieces of different kind. There takes place the
implementation of the ERP (Enterprise Resource Planning) system. The assessment
of effectiveness of manufacturing cells is based on orders: each of them has its own
number. For each order there have been assigned revenues and expenses. In the
group of expenses there have been identified direct and indirect costs. Direct costs
are directly related to a given order and they include e.g. costs of materials, energy,
remuneration or costs of outsourced services for a given order. In the group of
indirect costs there have been included: costs of employee training, costs of quality
control and the management, i.e. costs of departments from the headquarters
providing services for the benefit of individual manufacturing cells. Indirect costs
are allocated to individual orders by the time of their performance, which is
recorded in the system by each employee.
Effectiveness of individual manufacturing cells is assessed by the level of sales
profitability(return on sales was calculated as the relation of operating profit and
value of income from net sales )in three dimensions:
— for individual manufacturing cells,
— for production of specific workpieces (services),
— for individual employees.
The ad hoc analysis of profitability in such cross-sections is not possible in any
ERP system. For the examination of sales profitability for an individual order
number there has been ”inserted” information respectively for manufacturing cells,
workpieces production and employees. In the enterprise under research in the first
quarter of 2014 there were performed 890 orders. Newly implemented system
allowed to identify seven images (windows) of the financial results of the
enterprise activity:

Image 1: revenues, direct costs and delivery date of individual orders, including:
list of orders (1-890), revenues for individual orders, direct costs for
individual orders, delivery time of subsequent orders,

Image 2: structure of costs for subsequent orders, including: list of orders (1-890),
revenues for subsequent orders, direct costs for individual orders, delivery
time of subsequent orders, indirect costs,

Image 3: profitability of orders, including: list of orders (1-890), revenues for
subsequent orders, direct costs for individual orders, delivery time of
subsequent orders, indirect costs, operating profit, return on sales in %,

Image 4: order components, including: list of orders (1-890), manufacturing cells,
type of service, employee, revenues for individual orders, direct costs for
individual orders, delivery time of subsequent orders, indirect costs,
operating profit, return on sales in %,
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Image 5: profitability of manufacturing cells, including: manufacturing cells (7),
revenues, total costs, operating profit, return on sales in %,

Image 6: profitability of individual workpieces (34), including: list of workpieces
(services), revenues, total costs, operating profit, return on sales in %,

Image 7: profitability of individual employees, including: list of employees (75
people), revenues, total costs, operating profit, return on sales in %.

The performance of the enterprise under research is presented in Figures 2 a, b, c.
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Figure 2. The level of profitability of the manufacturing company in the first quarter
of 2014

By specifying the key of settlement of orders, the management receive synthetic
information on the profitability of the activity run in individual areas; they obtain
the image of profitability of individual orders, manufacturing cells, produced
workpieces and work of employees. In the enterprise under research two
manufacturing cells: 5 and 7 have the lowest sales profitability. The dynamics of
profitability of individual workpieces and employees is varied. The presented
structure of information for the needs of the assessment of the performance of the
enterprise is a good source of information on the impact of individual
manufacturing cells, produced workpieces and employees’ work on the directions
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of the decisions taken, individual raw materials, materials, components on costs,
quality and profitability, and the possibility of the improvement of competitive
advantage.

Information Technology of small and medium enterprises in the world (the
research results by SAP AG and Oxford Economics Institute)

In 2013 the SAP AG company and Oxford Economics Institute conducted the
Internet survey among senior directors, directors - general, presidents, owners of
SME in the field of the application of IT. 2100 of chief executive officers from 21
countries of the world, 100 respondents per each country, including Poland, took
part in the research. More than a half of those questioned stated that more and more
frequently they establish cooperation with suppliers and producers from other
countries. According to the respondents, a similar number, more and more
frequently, cooperate with companies via online platforms and business networks
to advance the implementation of innovative solutions. About 40 % of small and
medium enterprises treat the established alliances and strategic partnership as the
greatest challenge. Companies from North America, the most profitable ones, claim
that in 60 % they developed the cooperation with other enterprises via online
platforms and business networks. According to the respondents, processing in the
cloud and social media are regarded as important factors which enable running
a business activity. Investments in new technologies seem to be the priority for
SME. The scope of investments in this field mainly concerns: software for
enterprise management, data analysis, mobile and social technologies and
processing in the cloud. The research shows that about two thirds of the enterprises
believe that technologies will allow them to provide sustainable development and
long-term safety. However, these enterprises cope with cultural obstacles in the
processes of implementation of information technologies.

Conclusions

Profitability is the reflection of the effects of enterprise management and the
reports in this field constitute an instrument of communication of the management
with stakeholders of the enterprise and they allow to establish the measures of
strategic achievements and their monitoring since there is dependency between
reporting in the area of profitability and management, resulting from the fact that
reliable information on the capability of enterprise for generating profit involves
a range of images and predictions, whose credibility depends on the quality of the
system of the enterprise management, also using Information Technology. The
presented images of ordering the results of the enterprise activity may be the basis
for the construction of the system of strategic information as they concern
repetitive decisions, taken in the enterprise repeatedly in different aspects.
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DOSKONALENIE PROCESOW INFORMACYJNYCH
W PRZEDSIEBIORSTWACH - ANALIZA RENTOWNOSCI
SPRZEDAZY W PRZEDSIEBIORSTWIE PRODUKCYJNYM
Z WYKORZYSTANIEM SYSTEMOW ERP

Streszczenie: Procesy stanowig nicodlgczny element systemu technicznego, spotecznego
czy organizacyjnego. Co wigcej, ukazuja dynamike organizacji i sg podporzadkowane jej
celom; dynamizujg rzeczywisto$¢ organizacyjng oraz umozliwiajg analiz¢ przyczynowo-
skutkowa zmian zachodzgcych w organizacji i1 jej sktadowych elementach. Celem
opracowania jest wielowymiarowa ocena zarzadzania rentownoscig sprzedazy
przedsigbiorstw produkcyjnych przy wykorzystaniu systemow ERP; w opracowaniu
przedstawiono obrazy (okna) oceny wynikéw dziatalnosci przedsigbiorstwa; ich
egzemplifikacje podano dla badanego przedsigbiorstwa. Zebrane i uporzadkowane
informacje zaspokajaja potrzeby informacyjne decydentéw na poziomie gwarantujgcym
metodologiczng racjonalnos¢ decyzji.

Stowa kluczowe: procesy informacyjne, rentowno$¢ sprzedazy, Information Technology

FEBRENUES B A3 - EBOITERFHERPEFISESIH & B BNy

R AR AR (G SRR —(EAERER 7 » BEAh - M FTEFRIRL T
SHARAVENRENH A R ARSIV AR E - SRR LN RV
R ZR AR BT © BAHSERY B S B AISH B (E FHERP 24 BLE (SR B BRI 4t
S LI FCER TG (B0 S SERYEE H BRI LS TR A ] o UEERILS
FEEE MK REDTANSEMERE AR A E EAIREK -

BRsEEE  (SEUE - HEHERE - FER

72



