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Abstract: 

ERP is one kind of technology which is used by the 

organizations to stay alive and survive in the 

competitive world which helps the organizations 

various departments to be integrated and improve the 

business performance. With the major development 

in the field of communication and IT solutions we can 

expect a time shift where many solutions could be 

available for better interfacing of ERP systems and in 

turn which can help in achieving much better supplier 

management. The one of the strategies used by 

companies for their competencies are the integration 

of their suppliers through ERP. This integration of the 

suppliers through ERP provides various opportunities 

and challenges by using them in their day to day 

business activities. From the previous studies the 

major advantage of an ERP system is claimed as it 

provides integrated and centralized system for the 

better working of the organization. The certain 

challenges are there should be well trained technical 

workforce with proper skills to work with the system. 
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Introduction 

Nowadays, all the automobile industries have their 

own customised ERP systems in their organisation 

where it integrates the departments of its own and its 

stakeholders like their suppliers and the customers 

through the various portals. As well known by 

everyone, ERP provides better integration support 

with the suppliers where the communication with 

them takes place. In this research we are going to 

study the benefits the organisations will attain by 

using the system and also the various challenges the 

companies face while using the system. 

In the last ten years companies have streamlined the 

various processes of manufacturing which had 

resulted in the improvement of the quality of the 

products, reduction in the costs of production by 

improving their supply chain strategies for their 

excellence. The one of the strategies used by 

companies for their competencies are the integration 

of their suppliers through ERP. 

Though there are various benefits of supplier 

integration, there are still certain challenges faced by 

the suppliers using the ERP portal of the main 

organisation. Since the portal of the companies 

undergo frequent changes, the supplier organisations 

also need to upgrade their skills to operate the system 

and if the features of the system are not effectively 

used by the suppliers, it may still lead to further issues 

in decision making of the organisation. 

 

The importance of Supplier integration 

Good business depends on good communication. 

Streamlining communications with your suppliers 

helps cement a mutually beneficial relationship. The 

leaner your efforts and the stronger your 

communications, the faster you and your suppliers 

can make coordinated efforts to adapt to changes in 

the marketplace. 

Any company can have multiple suppliers but having 

a secure and mutually beneficial relationship puts the 

organisation at a unique advantage with distinct 

benefits. 

ERP supplier integration is the most effective way to 

create that relationship between the main 

organisation and the supplier organisation. Once the 

channel for communication is established both the 

manufacturer and the supplier enjoy the benefits of 

integration. 

 

The benefits of ERP in supply chain management 

ERP supply chain management reduces the overhead 

costs, by increasing the profits to the company. It 

accomplishes this through: 

• Creating more auditable and sharable control 

systems 

• Creating active/engaged supplier relationships 

• Improving management 

• Increased ability for micromanagement of 

operations 

• Improved efficiency / time-saving initiatives 

• Improved productivity 
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Creating more auditable and sharable control 

systems 

ERP systems allow us to create shareable data to 

improve our supply arrangements. Sending reams of 

emails and other documents back and forth to keep all 

parties in our supply chain updated is slow, outdated 

and prone to human error. With an SCM enabled ERP, 

a central database of various information can be 

accessed by the people with the accession rights and 

thereby removing the communication downtime in 

the supply chain while keeping the data secure and 

reducing missteps in the processes. Instead of taking 

inventory and sending the information when 

requested, it's easily tracked in through ERP and can 

instantly be accessed. 

 

C re a t i n g a c t i v e a n d e n g a g e d s u p p l i e r 

relationships 

Competence and an honest human touch will earn us 

more loyal business relationships than any of the 

biggest sales strategy. The Harvard Business Review 

has found that when judging whether a future 

business partner is a safe bet to hedge, customers look 

at two things: 

1. Trust worthiness. 

2. Competence for delivery 

 

ERP provides more accurate,  t ransparent 

communications between the Supplier and the 

manufacturer by improving the perceptions all round. 

Integrating the supplier into the organisational ERP 

system provides the highest level of quality and 

accuracy in the communications. When all the data is 

tracked and documented automatically, and that 

i n f o r m a t i o n i s u n i v e r s a l l y a c c e s s i b l e , 

miscommunications will not take place.ERP 

integration minimizes miscommunications and it 

fosters more intuitive communications. 

 

Improving management 

ERP software is generally used to manage the sales 

and purchasing processes from beginning to end. 

Improving the management processes adds value to 

the organisational supplier relationships. This is 

accomplished through universally traceable payment 

terms, lead times, and streamlined communications 

via easy viewing of products and prices. 

 

Increased ability for micromanagement of 

operations 

To maintain good supplier relationships it demands 

better transparency. Integrated systems not only help 

establish a more robust supply chain but contribute to 

a lean and agile business. Maintaining this standard 

requires organisation to make quick changes to their 

inventory in response to the demand. These changes 

affect the company's supplier who also wants to 

create a lean and agile business model. 

 

The equilibrium between the inventory, sales 

demand, supplier needs, and the market environment 

can only be achieved through the implementation of 

integrated ERP software in the organisation. It creates 

more transparent dealings while highlighting the 

needs of one another's businesses, allowing both the 

organisations to proactively address the situations 

before they affect both the organisation's business. 

 

Improved efficiency / time-saving initiatives 

Generally, in business, if time is saved money is 

saved. So integration through ERP allows greater 

process automation, increasing the productivity. 

Greater efficiency of the supply chain leads into 

greater competence. 

 

Improved productivity 

All of the above benefits contribute to greater 

productivity which means improved utilization of 

resources, creating cost-savings that allows the 

organisation to reinvest to further grow their business. 

 

Requirements for supplier integration 

Any organisation going in for the implementation of 

ERP should have the following key performance 

areas into their consideration. They are: 

 Automation of tasks

 Improved cash flow

 Improved transparency and accuracy

 Automated reporting for quicker turnaround 

times.

 

If any organisation needs to enjoy the above said 

benefits then they should possess the following 

requirements in order to retain their competitiveness 

and accomplish their goal of increasing the valuation 

of stocks in the stock market. These needs will hinge 

upon vendor performance, available training, and 

scalability. 

 Soft skill requirements

 Technical requirements

 Financial requirements

 Distribution requirements

 Manufacturing requirements

 Customer relat ionship  management  

requirements

 Reporting requirements
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