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1 Introduction 

1.1 General 

This document elaborates Inecom’s solution for Medical & Pharma products built using SAP’s 

Business One ERP and CRM software.  

 

1.2 Purpose of this Document  

 

The purpose of this document is to state the specific requirements of Medical & Pharma 

companies and how these have been addressed in SAP Business One.  

 

The total solution for Medical & Pharma manufacturing and distribution companies comprises of 

a combination of SAP Business One and Inecom’s Add-on. 

 

This document is targeted towards individuals working in Medical & Pharma companies that are 

exploring a suitable ERP solution for their company. 
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2 Business Needs of an Medical & Pharma Company 

2.1 Manufacturing 

The manufacturing processes in Medical & Pharma companies are varied, e.g. in a medical 

implant manufacturing company the processing time to make a batch may take multiple weeks 

but in case of a process manufacturing example, like a formulation, the time could be as little as 

a couple of days. The manufacturing process is heavily automated and has relatively little 

involvement of labour force. 

 

Cost of raw material is generally a very large component of the overall finished product cost. 

The focus in such companies therefore is in reducing cost of raw material by 2 methods: 

 

1. Yield: Monitor and improve yield of high cost raw material components by tweaking the 

manufacturing processes 

 

2. Quality Control: Efficient purchase management and quality control of raw materials 

 

There are two requirements that are statutory in nature in most Medical & Pharma industries, 

especially those that come under the FDA regulations. 

 

1. Batch Manufacturing Record (BMR): The Batch Manufacturing Record is a register of 

process parameters like temperature, pressure, etc. of each process / machine. This 

information is maintained for each batch of finished goods that is produced. 

 

2. Batch Traceability: Batch Traceability is the ability to trace the quality control 

information of each batch of raw material used in the production of a specific batch of 

finished goods. 
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Inecom’s solution for manufacturing includes the following: 

2.1.1 Batch Manufacturing Record 

 

 
 

One of the sections of the Batch Manufacturing Record also provides Batch Traceability (see 

above). This section keeps track of the different batches of raw materials that have been used in 

the production of a particular batch of finished goods. 

 

 
The process information of each batch of finished goods is maintained in this section of the 

Batch Manufacturing Record.  
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2.1.2 Batch Traceability 

 

 
 

An example of the Batch Traceability Report is above. 

- The section at the bottom shows that Item Code B378001045 Batch Number 1421157 

was made from 2 components; Item B368001002 Batch Number 1409156 and Item 

B378000045 Batch Number 1419173. 

- The top two sections give details of the components and that batch number used to make: 

o Item B368001002 Batch Number 1409156; and 

o Item B378000045 Batch Number 1419173 

 

This report is available Top-Down as well as Bottom-Up. 

- Top-Down 

o One can specify the Finished Good Item Code and Batch Number and find out the 

details of the Raw Materials along with their Batch Numbers that were used to 

make it 

- Bottom-Up 

o Give the Raw Material Item Code and Batch Number and find out all the different 

Finished Goods and their Batch Numbers in which this Raw Material batch has 

been used. 
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2.1.3 Quality Control 

 
 

A test master is associated with every item be it raw material, WIP or finished good. A set of 

tests applicable to that item along with valid ranges is maintained in the test master. Each batch 

is tested and the results compared against the test master. The batch is locked to begin with and 

not available for issue till the QC tests are done and the batch is cleared. 
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2.2 Distribution 

Distribution and logistics, apart from marketing promotion, is the heart of any Medical & 

Pharma company.  

 

The distribution infrastructure of an Medical & Pharma company typically consists of CFA 

Agents, Distributors, at times even Sub-distributors and Retailers.  

 

The sales channel comprises typically of: 

- Institutional Sales; this channel comprises of corporate, e.g. hospitals, etc. and is 

managed generally directly by the Medical & Pharma manufacturer 

- Modern Retail; this channel comprises of the modern format of retailers and may be 

managed either directly by the Medical & Pharma company or through distributors 

- Traditional Retail; this channel comprises of small and medium retail outlets. The list of 

these outlets is very large and is always managed through distributors 

 

Distribution in Medical & Pharma companies typically has the following characteristics. 

 

1. MRP: In India almost all Medical & Pharma companies work with MRP (Maximum 

Retail Price). Every product has an MRP that is valid for the entire country. This MRP is 

tax inclusive. There is and additional complexity where in the tax percentage for a 

product is not the same across the country but instead could well vary from state to state. 

Hence, distributor and retailer margins on MRP vary from state to state. 

 

Inecom’s solution provides the user the facility to define Distributor and Retailer margins 

for each SKU, Purchase and Sales tax codes for each SKU and compute 4 price lists for 

each State: 

 

- Distributor’s Purchase Price with tax 

- Distributor’s Purchase Price without tax 

- Distributor’s Sales Price with tax 

- Distributor’s Sales Price without tax 
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2. Geographical Hierarchy: The region, e.g. India, is split into regions, zones, areas, sub-

areas and even streets. This is done to assign roles and responsibilities to different parties 

/ individuals for managing the geography and for sales analysis. 

 

 
 

3. Sales Organization: The different sales personnel as well as dealers form the Sales 

Organization of the company. Typically this looks like: 

 

a. National Sales Manager 

b. Regional Sales Manager 

c. Area Sales Manager 

d. Sales Executive 

 

Using the HR Master of SAP the Sales Organization hierarchy is maintained.  

 

    
 

In the example above Ram Sharma is a Sales Executive reporting into Akash Verma who 

is an Area Sales Manager. 

 

This will allow Akash Verma to receive Sales Reports which are attributed to Ram 

Sharma. 
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4. Product Grouping: Products of similar nature are grouped together for Sales Analysis, 

Production Planning as well as for setting Sales Targets. For example, a particular 

shampoo may be available in 3 different packaging; 250 ml, 500 ml and 1000 ml. For the 

purpose of setting sales targets the 3 packages, while different SKUs, are treated as one 

Product Group. 

 

5. Sales Targets: Sales targets are defined for Product Groups as well as Sales Areas. 

Targets are defined for quantities of the Product Group. The average sales price for the 

different SKUs in the Product Group is taken to arrive at the Value Target. The user can 

select the Price List from which the prices should be taken. 

 

 
 

 



SAP Business One for Medial & Pharma Manufacturing & Distribution       

 

Version 1.0         Page 10 of 14 

          

6. Production Plan versus Sales Plan: Sales Plans are at Product Category level. The 

Production Plan however needs to be at an individual SKU level. Inecom’s solution for 

SAP Business One explodes the Sales Plan generated at Product Category level into an 

SKU level Production Plan based on previous months sales information. 

 

Example: 

- Product Category Shampoo has 2 SKU’s viz.  

o Dry Hair Shampoo – 250 ml  

o Oily Hair Shampoo – 1000 ml  

- Sales target for Shampoo is 4000 nos 

- Last year sales data is: 

o Dry Hair Shampoo sold 700 nos 

o Oily Hair Shampoo sold 2100 nos 

- SKU level Production Plan will be: 

o Dry Hair Shampoo ((700/2800) * 4000) =  1000 nos 

o Oily Hair Shampoo ((2100/2800) * 4000) = 3000 nos 

 

Note that the Annual Sales Plan needs to be broken down to a smaller time segment, 

typically months. The apportionment of the Annual Sales Plan across the months can be 

done based on SAP Distribution Method (see below) 
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7. Sales Reporting: Keeping the entire sales force informed about their sales performance 

on a regular basis is extremely important. In large organizations with 100s of sales 

personnel at various levels this can be an extremely time consuming activity. 

 

Inecom’s SAP Business One solution has been configured to email on the 1
st
 of each 

month a set of reports to the concerned personnel. The report contains information that is 

specific to the sales person. In case of managers the report has information about all his 

direct reportees. 

 

Since the reports take a while to be generated and them emailed in PDF format this 

activity is scheduled to happen at off hours, say midnight. 
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A sample report is shown below. This report has 4 sections: 

- Section 1 states the Annual Plan, Qty and Value, for that Product Group/Category. 

- Section 2 is variance between this year’s plan and actualslists  

o It lists the Current Year-to-Date figures (CYTD), Quantity and Value,  

compares that with the CYTD Plan and lists the Variance, Qty and Value.  

- Section 3 is the increase / decrease in sales over last year 

o It lists the Last Year Year-to-Date figures (LYTD), Quantity and Value, 

compares that with CYTD figures and lists the Variance, Qty and Value. 

 

Given the fact that such a report as the one below contains vasts amounts of data the cells that 

are important, i.e. significantly short of target are shown in RED and significantly ahead of target 

are shown in GREEN. 

 

 
 

Another example of Sales Reporting is to email the Outstanding Invoices (Accounts Receivable) 

to each Sales Person on the first of each month. This ensures timely collection and reduction of 

Accounts Receivable days. 
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2.3 Solutions for the Dealers 

2.3.1 Primary & Secondary Sales 

A primary sale is defined as the sale made by the manufacturer to the Distributor.  

 

Secondary sale happens when the sale is made by the Distributor to the Retailer. 

 

A final sale happens when the Retailer sells the SKU to the consumer. 

 

The SAP Business One solution is capable to managing both the Primary as well as Secondary 

sales businesses. A brief description of how this is managed is explained below: 

 

- Multiple company databases need to be set-up 

o DB1: The Medical & Pharma Manufacturing Company 

o DB2: Distributor 1 Pvt Ltd 

o DB3: Distributor 2 Pvt Ltd 

o And so on…… 

- All masters are created only in DB1, e.g. Item Master. Upon Add/Update the same 

data is pushed automatically to DB2 and DB3 and so on. 

- Primary sale by the Medical & Pharma company to the distributors happens in DB1. 

Upon creation of a Sales Invoice in DB1, a GRN is automatically created in the DB2 

or DB3 company depending upon the Distributor selected in the Sales Invoice. 

- Secondary sales happen in DB2 and DB3. 

o This solution presupposes that the distributors use the computing 

infrastructure provided by the Medical & Pharma Manufacturing Company to 

process sales and purchase transactions. 

2.3.2 Botree Integration 

The other option of managing secondary sales is through Botree software. Botree is popular 

software used by dealers/distributors. Inecom has integrated SAP Business One with Botree.  

 

The scope of the integration covers the following: 

- The following data is updated from SAP Business One to Botree upon 

Add/Update/Delete 

o Customer, i.e. Dealer 

o Item Master 

o Price List 

o Geography, i.e. Territory 

o Sales Organization 

- A Sales Invoice to a Dealer created in SAP Business One becomes a Purchase Invoice 

in Botree awaiting approval. 
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2.3.3 Web Sales Order 

In the event the dealer community wishes to continue using their internal systems Inecom’s Web 

Sales Order is a perfect solution by which the dealers’ can place their orders.  

 

This is a web based solution that is used by dealers to create sales orders. The Web Sales Order 

module is integrated with SAP Business One. 

 

The dealer can track status of their order and invoices from the Web Sales Order system (see 

screenshot below): 

 

 
 

 
 

 

 

 


