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INTRODUCTION

the information needs of organizations. These off-the-shelf 
software packages replace hard to maintain solutions cre-
ated by IS departments or older off-the-shelf packages that 

material
manufacturing

enterprise, not just manufacturing and inventory control as 

-
tations are often complex and experience serious problems. 
Failures, abandoned projects, and general dissatisfaction have 
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-
ware, and installing them requires large investments 

• The packages may require changes in business processes 
and procedure, induce customization, and leave the 

its business processes. As a result, the project must be 
managed as a broad program of organizational change 

-

WHY DO FIRMS ADOPT ERP?

technical reasons include reducing systems operating costs, 
-

creased system capacity, and solving maintenance problems 
with legacy systems. Business reasons may include presenting 
a single face to the customer, quoting realistic delivery times, 
accommodating business growth, improvement of business 
processes, standardization of data, reduction of inventory 

• Can be used as an enabler for reengineering projects

• Marketed to CEOs and CFOs as “strategic solutions” 
rather than as transaction processing software

-
base

• Avoiding multiple data entries, reducing cost, and 
improving accuracy

in reporting
• Cost reduction including time saving and improved 

controls
• Easy adaptability with business process options based 

on best practices easy to adapt
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A
• Improved scalability
• Improved maintenance with long-term vendor contracts
• Global outreach with extensions to modules such as 

• E-commerce and e-business capabilities 

generic drugs. Faced with eroding margins and continuing 
price pressure, the existing systems were proving inadequate. 

-

solve the following problems:

• “implement best practices in business processes,

• integrate well with new technologies or systems of 
acquired companies,

• provide scalability with growing product and customer 
-

• Greater collaboration among functional areas in divi-
sions

• Greater integration of processes across the organiza-
tion

-
zation

• Greater collaboration across divisions of the organiza-
tion

• Greater integration of processes within divisions.

a better view of the big picture, utilize more teamwork, and 
are more receptive to change.

WHY DO FIRMS NOT ADOPT ERP?

and rely on legacy systems or new custom systems for their 

discontinue it for a variety of reasons. The reasons are:

-
ized decision-making

-
tion

have specialized processes common to their industry, which 

systems. The various modules may not fully support process 
manufacturing industries such as food processing and paper 
manufacturing, project industries such as aerospace, or in-
dustries that manufacture products with dimensionality such 

market becomes saturated, vendors are designing packages 
for industries that were previously viewed as too complex.

Companies concerned with maintaining rapid growth 

a top down decision-making style may be non-adopters 

implementation after installing the human resource module. 

a software company subsequently acquired by Microsoft, 

frequent changes it required to its sales analysis and com-

environment and internal processes. In a stable environment, 
mechanistic structures are appropriate consisting of “high 
degrees of standardization, formalization, specialization 

a dynamic environment, organic structures are needed to 
-

cesses, and structures. In these organizations, low levels of 
standardization, formalization, specialization, and hierarchy 

-

result may be an inability to respond quickly to changes in 

Organizational culture may also be a factor in non-adop-

highly decentralized but slowly moving to a one-company 
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