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BUSINESS PROBLEM-SOLVING CASE

Summit Electric Lights Up with a New ERP System

‘Summit lectric Supply is one of the t0p wholesale
distributors of industial clectical cquipmentand
Supplics n the United Staes, with 00 cployees o
ncarly $302 millonin 2010 Sales. Summit cperates in
fourstates and bas  global xportdivision based in
Houston, s marine division based in New Orleans and 3
slesfice in Do

‘Summit distibutes products thatincode motoe
contils, wire and cale, cords, lghting, condut and
fitings, wiring devies, suppor sstems and fsieers.
oute boxes and enclsies, and trnsformers and pover
prtecton equipment. The company obains fnished
200l from manufacturers nd then sells the o
elctrica contractors woeking o projcts raging from
smal construction jobs 0 sophistcated indusiial
proects. Asa distibutr, Suammi Electric Suply is o
“mide man” on the supply chain, and must b abe (o
apidly handle  igh volume of ransactions and swit

Since s foundin in 1977 in Albuguergue, New
Mesico, Sumithas rowa very quickly. Unfoeunsiey
its homegroven legacy information sysems builtinthe
19805 cou not keep up wilh the business. One egacy
system ws fr saesentiesand purchase orders and
another wasfo backcend reporting. Integration betveen
the two sstems was done manually in baches. The
sysems couldanly andle  fixed number of ocitions
and imited the range of numbers that could b used on
documens. This meant that Summis iformation
systems department had 10 sethe same range of
document numbers over agin every few months. Once
the company found it could o lnger process s nighly
inventoy and insocial updaesinthe amount o e
that was avaiable,the systems had reached thie
breaking pont. A new soltion was i cner.

‘Summit stated ocking for  new enterprise resource
planning (BRP)sysem. This woukl prove to be
chalienging, because the company's egicy sysiems were
50,0k tht the busines had ol many of s processes
around them. A new system would requite changes (0
bunines proceses andthe way people worked

‘Surmitlso found that ot of te avilable ERP.
software on the market b beca designed for manufc
\aring o rtsling busincses, and did o address o
ofthe unique processes and priocities of the distributon
industy. Suanmit need a system that could handle
very lasge number of SKUs (sock Scsping s, which

are numbers or codes or entifying each unique
productortem fo sale and tansacions, very short lead
times for oder processing,inventory disiibuted n
varous mdels, products sok in one quantity that coukd
e sold i anothe; and no-tonch inventory. Summit
handles some products that are shipped dirctly rom the
mamfacture 0 the customer's ob st

Scalability and invatory visibility were Summics top
eqirements. The company nceded 3 sysiem tht woukd
andle ordrs and nventory as i ontined s apid
pace of growh. In the distbution busines,the lead
timesfo fulflling an onder can b only mifcs:a
Summit customes might cal (0 place an orde while
drivng tpick up the onder,sothe company his 10
Know immediately what product is avalable a what
location

Afte extensively reviewing ERP vendors, Summit
clected ERP software from SAP because o s
functionalit in sales and diseibution, mateils
management,and inancals, and s Knowede ofthe
isibuton busiess Summi visted ober lectical
diseibutors using SAP,inclding some o s
‘compettoes. o make sur the software would work i
Tine of busines. Sammit v abie 10 go v wih s new
ERP system scross 19 location i January 2007

Neverthelew, Sunait il had o customize it SAP.
software (0 mee s nique business equirements. Most
SAP delivery and mateial scheduling functions were
designed for cvernight processing, because many
industries have longeread times for rder flfllment
‘Waitiag fo ovenight iventory updates would
significanly delay Summit's sales. Sumit ound i
‘oub solve this problen by running smaller, more
frequeat updsts o st the materal received during the
day.athe than running ig inventoy updates s often.
“Thisprovidd more imely and sccurate suapsbots of
‘hat was actully avalaie in iventoey o that arders
couk be rapidly processed.

Wite and coble are oae of Summit's most popular
product categores. Sumit buysthese products by the
el engths up o 5000 fet nd then cuts then into
various leagths 1o el 0 cusomers. This makes it
difficut 10 dteemine how mach of tis type of
‘nveniory ha been sod and when i i time 1 rplenish,
“To addres his s, Summit ued 3 batch
management” sohuion in SAP's ERP materals
management software that (reats 3 wire eclas .
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“batc” ather than 35 single product. Every time a
customes buys a lengthof wire,te kength can be
entered into the system 10 track how much of the
“batc was sod. Summit s bl t use tis capabilty
1o fnd which other customers bought wie from the
Same el nd tace the wir hack 0 he manufacture.

“To accommodat arge customers with loag-erm job
s, Summi et up temporary warehouseson-sc o
Supply thes customers wih s electrical products
‘Summitstll owns the nveotory bt i's dedicated 0
thes customers and can' be ated as standard
inventory in he ERP system. SAP's ERP software didat
Support that way of doing hsines. Summit used some.
ofthe sandard functionaly in the SAP software (o
change how it allocated malerial into temporary stosge
Jocatons by crating a prent<hid warchouse
slationship. I, fo nstance. Summit's Houston offce
s several emporary on-sie warehouses, the ware-
houses are managed s subpartsof ts mai warchouse
That prevents someone rom seling the consigned
insentory in the warchouse.

Sumimits od legacy systems used sepasat systems o
ondersand inancial, 50 th data could ot be casily
combined for business inelignce reporting and
analysis. In 2010, Summit implemenied SAP
NetWeaver BW data warchorse and husiness ineligence
Solton t0 make beter use of the datain s ERP sysem.
These tools hav helped the compaay evalutethe prof
abilityof s s channel,using whatif scenaris. For
nstance, Sumait s now bl o analyze profuabilty by
salos person, manufacturer, customer, o branch,
Businessitellgence indings have ccoursged Sum
o focus more atention o areas such s sales order
qutations and to supples performance and defvery
imes. Mansgement bas much geester vishilty into how
thecrganizatio 1 operatng and is abe 0 make beter
decitions,

Summit's SAP software alo produced  sgnificant
eturn oninestment (ROT) from automating soles tax
processing and chargehacks. In he dissbuton ndusty,
chargebacks occur when  suppiesells  product a2
higher wholesale: price 0 the distsbuto han the price
the distribtor has et wilh retail customer. A
chargeback agreement llows the disibutor (0 bill the
manlscture 1n additonsl contacied smount i o
o make some prfi a the del.

Processing chargehacks rquires 1 very close
comparison ofsales 10 contracts, and a dissbuto can
have hundreds or tousands of Gifereat charesback.
contrcts. The distibutor must no oy be bl to
denify chargehock deas bt alo provide the manufac-
e with sulfcent documeotation of the specfic
chargebock coniractthat i being invoked, Chargerack
managementis. large part o any wholesle distbotor's

1t Key System Appikcations for the Digial Age.

proit model, and Summit was losiog revenue opportu-
s because s chargeback process was flaved.

Before 2007, Summit's oudatedlegay sysem wis
ot abl 0 handi the vlume and complexiy of the
Company'schargeback agreements, and teporting.
capabiliies were limited. Processing chargebucks
fequitd a great deal of manual work. Summit
employees i to pore thiough cusiomer invoices for
Specific manufacturersto enify which charsehacks
‘Summit could laim. They woukd then input the ta
they had found manually o a Microsoft Excel
spreadsect. Gathering andreviwing nvoices
Sometimes took an enire month, and cach month the
paper copesofth invoices 1 give o Sumimic's vendors
Consumed an eatirecase of paper By the time Summit's
vendors esponded (0 the chargehack invoice,the
invices were two o thee moaths o This cumber-
Some proes incviably mised some chargebacks for
‘which Summit was lgile.tesalinginlostrevenne
opporunites.

s part of s ERP solution Summit implemened the
SAP Paybacks and Chugebacks appicaion, which was
developed specifcallyfo the distePution ndusiry. AU
the end o cach businessday. this application
automatically reviews Sumimic's bllin scivity for that
day and compares it 10 all chargeback agrecmens loaded
i the SAP sysem. (Summit's sysem automaically
Kecps trac of 35 vendors with whom it s more than
6600 charzeback agreements) Where ther s  match. o
chargsback can b claimed. and the appication creates
separate chargehack documen ouside o he customer
ioice. Depeading on the ype of veador. the pplica-
tion consolidatesidntificdchargshacks by vendordaily
or moathly. and atomaicaly submits the information 0
the vendor along withthe chargehack document. The
vendor canthen approe the chargetack or make.
changes, which are roonciled aaindt individual
chargeback documents.

“The new system processes chargebacks much more
quickly and shso makes i possible for Sumnit o eview
them more frequenty. Where vendorsare exchanging
data with Summit lectronicalty, Summit s able 0
make a chargeback cam and obta veador approval
e same day. By fully suomating the chirgeback
process, he company has inreased s chargehack
claims by 118 pescent ove s legacy systems, therchy
boosting chargehuck revene s  perceatage of sales.
Summit s now able (o see which vendors,customers,
and products are producing the most chargeback.

Ay lsson from Summit's ERP implemeniation vas
010 force the new system (o ok ke te legacy sysem,
Notonly issuch customizaton expensie o st Up and.
maintan, it can perpetate oudated waysof doing
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business. According o Summit's CIO David Wascom,
“We'e done ot 0 mainain flexiility (o cur wers
bt il within  standand SAP business o
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Case Study Questions
1. Which usineses processes ar the most imprtant
al Sumat Electric Supply? Why?

2!

s

What problems id Summit have wit s old sys-
ems? What wasthe business impect of those prob-
lems?

. How did Summits ERP sysem improve opeational

lficiency and decision making? Give several.
examples

. Descrbe (w0 ways n which Sumaic's cusomers

onefit from he new ERP sysem

. Disgram Summit's okl and new processfo bandling

chargehacks.





 




 

