ERP, Where small’s big now
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	ERP is once again itching to be top-of-mind among geeks and corporates. And new trends in ERP software are throwing up new vistas for the local mid-tier vendors. Chiranjoy Sen tracks how small has become the middle word of this segment. 

Small is the new paradigm in enterprise resource planning (ERP) today. Small businesses, small verticals, small-sized deals and small-to-mid sized vendors are what keeps this sector ticking — at least in India. 

ERP was the buzzword that yielded space to customer relationship management and supply chain management in the late nineties. These days, even though Service-Oriented Architecture is top-of-mind, ERP is back in a new avatar: it is focused on the small and medium business segment, more customised and targeted at micro-verticals - where it is industry specific and not process driven. The interesting fallout of these changes is that they are throwing up more opportunities for mid-sized local ERP vendors. 

Inflexibility of earlier ERP systems from SAP, Oracle and PeopleSoft pushed the customisation drive. “Customers are moving from a ‘best-of-breed’ to a ‘best-for-business’ approach, implying they prefer extensions to their existing ERP for applications like planning and optimisation, business intelligence and knowledge management. This has resulted in ERP vendors introducing new technologies,” says RK Kanthi, group head, Enterprise Systems, 3i Infotech. 

“The requirements of each company differ in terms of standard industry practices and unique practices. Hence there is greater demand for componentised solutions with standard modules and specific functionality to address the unique processes,” says Vittal Devarajan, head, corporate marketing, Ramco Systems. 
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Companies realised that ERP systems needed to customise packages to help businesses tackle cost reduction and increase the flexibility with which they could use these systems. US-based Applied Optimisation, for example, has a presence in India and develops customised solutions for sales and operations planning, tactical planning, demand management which are not served by traditional ERP systems. 

Verticalisation is another discernible trend. “ERP vendors needed to tailor their software to the needs of specific industry verticals. Verticals such as auto ancillary, processed foods, textile and pharma, along with big spenders in BFSI and telecom, will keep the momentum going in the enterprise application software market,” says Kanthi. 

“Verticalisation means not just adding new functionality to a given industry solution - such as service station retailing for oil companies - but adding vertical functionality to the horizontal functions within the ERP package,” says Devarajan of Ramco. This actually means that workflows, supply chains, data warehouses, and analytical tools will all be vertical-specific. 

Outsourcing of ERP operations is the next emerging trend as a company can typically save costs close to 50per cent through this. With the improvement in connectivity, the option of ERP as a service using the ASP model is now proving to be viable. The current generation ERPs, which are based on web architecture, and uses technologies like Service-Oriented Architecture can easily facilitate this distributed mode. 

While new trends spell moolah for Indian ERP companies like Ramco Systems, 3i Infotech, Godrej Infotech, Eastern Software Systems and Base Information, there are other growth drivers too. 

	Continued...[image: image11.png]




 HYPERLINK "http://www1.economictimes.indiatimes.com/articleshow/msid-1197370,curpg-1.cms" << Previous|1|2|3|4|Next >>


ERP, Where small’s big now
[image: image12.png]




 HYPERLINK "javascript:clippopup(1197370);" 

CHIRANJOY SEN
[image: image14.png]



[image: image15.png]


[ THURSDAY, AUGUST 11, 2005 12:23:17 AM] [image: image16.png]


NRI Special Offer! 

	Continued...[image: image17.png]




 HYPERLINK "http://www1.economictimes.indiatimes.com/articleshow/msid-1197370,curpg-2.cms" << Previous|1|2|3|4|Next >>

	
One of them is higher demand from the small- and medium-business segment. “SMBs are spread across different industry verticals and micro-verticals like automotive, pharmaceuticals and textiles. They are using ERP solutions to gain competitive advantage,” says a report by ARC Advisory Group, a US consultancy. 

Over the next five years, the ERP market in India is expected to reach Rs 1,550 crore ($341 million), according to IDC. Of this, the SMB potential in India for enterprise-class is projected to be Rs 728 crore ($160 million) - 47per cent of the overall market. ARC Advisory pegs Indian ERP growth at a CAGR of 25.2per cent over the next five years. The ERP market was $83 million in 2004 and is forecast to be over $250 million in 2009, it says. 

AMR Research too finds SMBs to be the linchpin of the ERP market. Globally, the mid-range ($50 m - $1bn in annual revenue) and SMB (less than $50 million in annual revenue) markets continue to be a major focus area for ERP vendors. Mid-range solutions and channels are critically important for penetrating China, India, Eastern Europe, and Latin America markets, the report says. 

“SMBs are very important for 3i Infotech. To cater to this market, we launched Orion Advantage, a micro-verticalised, ready-to-deploy solution already have 35 customers,” says Kanthi of 3I Infotech. 

With most SMBs now addressing global customers - especially in auto components and textiles - there is a lot of pressure to improve transparency and efficiency which in turn leads to greater demand for ERP solutions. 

While the MNC top guns like SAP, Oracle have a dominant share of the market, Indian vendors are not to be left behind. But what’s their USP? While competitive price points and reduced Return On Investments dictate the choice for consumers, vendors, as already iterated, have adopted a micro-vertical focus to gain market share. 

Plus, Indian players have products that are cheap, can be implemented quickly, are flexible and needs lower IT dependence and support. For one, 3i Infotech’s Orion Advantage comes with all the requisite hardware and software for less than Rs 10 lakh. Says a senior executive with Godrej Infotech: “The computing resources required will be much less compared to that for other ERPs, primarily MNC products.” 
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Indian ERP vendors have a better understanding of the local landscape and are in a better position to provide solutions with the right mix of functionality, technology and pricing for the Indian customer, says a market analyst. 

“While the MNC vendors can boast of larger global references, their solutions have been primarily written for a more structured developed economy. Local requirements like VAT have not been thought through from an Indian perspective,” says Ramco’s Devarajan. 

Sun Pharmaceuticals had a business process which prevented billing from remote locations going beyond a particular limit. Further, it wanted an ERP solution to be implemented quickly. So, it chose Mumbai-based ERP software provider Base Information Systems which counts Dishman Pharma, the Mafatlal Group and Grindwell Norton among its clients. 

Novar India, a division of Honeywell, which manufactures switches and other power management products, opted for a Ramco ERP suite which was implemented in five months without any base product customisation. 

While it is difficult to ascertain exact market share of Indian ERP vendors, Ramco itself claims a 12-15per cent share. In 2004, 60 SMBs deployed ERP systems. Of this, SAP bagged 35 customers, with the rest being cornered by Indian vendors like Navision, Godrej Infotech, Ramco Systems and 3i Infotech. 
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