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INTRODUCTION

The paper explores the recursive elements of the market
for enterprise systems by examining the evolution of the
sales discourse from vendors of enterprise applications.
Enterprisesystemsarecontinually sold and implemented,
on the basis that greater integration of the modules
supporting business functions is a good thing. In this
paper we question this assumption, principally based on
the redundancy of much of the information that is pro-
duced.

Following the devel opment of computer applications
from early Material Resources Planning (MRP) days
through to today’ s latest offerings in the form of Enter-
prise Resource Planning 11 (ERP11), wetry to understand
the circumstances which have generated the requirement
(needs discourse). In parallel, it is posited that the sales
discourse is characterised by a continual extension and
re-packaging of existing solutions, responding to the
business users’ evolving requirements with ever greater
integration between the operational modules. This ten-
dency to over-integrate exacerbatesthe problem of infor-
mation overload that isexperienced by managerstryingto
monitor the organisation’s performance, efficiency and
effectiveness.

MRP was once implemented to gain better visibility
and control of inventory, because it was understood that
thiswasthemost costly element of the cost of goodssold.
Reducing inventory levelsisawell understood manage-
ment goal in most manufacturing organisations. On the
other hand, the abundance of information that hasaccom-
panied the gradual computerisation of business func-
tions doesn’t seem to elicit a similarly “economical”
attitude towards information. Instead of encouraging
information excess, weargueinfavour of a“ Just-in-Time”
approach to information provision, where appropriate
information is delivered where and when it is needed,
rather than exhaustiveinformation being availableto all.
Going as far back as the fundamental design issues of
enterprise applications, we question whether business
val ue can be gained from continually integrating business
functions into a single data structure.

BACKGROUND

Thefocusof industry intheyearsfollowingthelndustrial
Revolution wason providing as much output as possibl e,
asopposed to controlling inventory (Mokyr, 2001). With
this change came the increasing need for systems to
support theincreasingly complex nature of mass produc-
tionfacilitiesand activities(O’ Gorman, 2004).

Research had shown, however, that the main problem
of managerswasnot alack of relevant information, rather
anoverabundanceof irrelevantinformation (Ackoff, 1967).
In that era, the constraining factor on the level of
computerisation was cost. The gradual commoditisation
of technology has meant that storage hardware is (rela-
tively) cheap, therefore there is no culture of economy
with its use (or abuse).

This “changing cost balance” has been attributed to
theoriginal growthintheuptake of computer applications
to support MRP (Miller & Sprague, 1975). Although the
MRPlogicwasalready available and widely applied, the
use of systemshad been hitherto prohibitively expensive
for most businesses. Computation costs were falling as
inventory costs wererising. The rapid update capability
of computers, coupled with the MRP logic and appropri-
ate data, made it possible for managers to cope intelli-
gently with the thousands of changes that inevitably
occur between the planning and execution of primary
tasks.

The natural propensity of computer manufacturersis
to sell new systemsthat uselotsof computer time (Miller
& Sprague, 1975). Thesameincreasein priceperformance
ratio prompted the adoption Enterprise Resource Plan-
ning (ERP) systems in the 1990's, integrated systems
capable of uniting and correlating the basic units of the
business transaction (from sales order to finished goods,
from demand forecast to master production schedule).

Inorder to achievethisintegration, ERP systemsrely
on large central relational databases. The amount of
storage and memory required to manipulate and operate
these databases grew in tandem with theimprovement in
cost/performanceof the hardware. Furthermore, software
houses gradually moved away from the client/server
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model to the “thin client”, capable of running on any PC
with a browser. For the first time it was feasible for an
organisation to operate its entire transaction processing
infrastructure from aremote centralised server, using the
internet to deliver functionality to the desktop.

Sammon et al. (2003) describesthese 2 componentsof
ERP systems as the solution to “operational” integration
problemsand “informational” requirementsof managers.
These are the same concepts expressed by Zuboff (1988)
in describing the use of technology not only to automate
manual tasks, but also to “informate” management tasks,
such that “ events, objects and processes becomevisible,
knowable and shareable in a new way”.

ERP systems are therefore expected to deliver the
followingbenefits: (1) reduce costsby improving efficien-
ciesthrough computerization; and (2) enhance decision-
making by providing accurate and timely enterprise-wide
information (Poston and Grabski, 2001).

Whether these centralized information systemsreal ly
are capable of delivering both types of benefit has been
a topic of debate for some time. “The notion that a
company can and ought to have an expert (or a group of
experts) createfor itasingle, completely integrated super-
system —an MIS —to help it govern every aspect of its
activity isabsurd”, according to Dearden (1972).

The Trend Towards Greater Integration

In a traditional manufacturing organisation, materials
accounted for 75-80% of thetotal cost of provision of the
cost or service(O' Gorman, 2004). Theattitudeof planners
inthe 70’ swasthereforeto devel op methodsthat minimised
inventory excess (in materials, WIP or finished goods).

Conversely, thefocusof today’ sERPvendorsasthey
strive for ever greater integration has been to provide as
much information as possible (analogous to a “build to
stock” model in manufacturing terms) rather than trying
to control it.

ERP systems, with their focus on the integration of
processes and their dependence on the integrity of data
at the point of entry, can be compared to virtual assembly
lines, where each stageinthebusinessprocessisoptimised
for the throughput of high volumes of transactions.

A major downsidetothislevel of integration of busi-
ness processes is that informational “stock-outs” can
occur (onesmall pieceof relatively unimportant informa-
tion missing can block abusiness critical transaction). A
classic examplewoul d bean exchangerate missing bl ock-
ing aninvoicefrom printing.

One of the benefits of employing what ERP vendors
call “best practice” isthat all transactions must fit in the
samesystem model, regardlessof therelativeimportance
of the transactions. Thisignores the 80:20 rule as elabo-
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rated by Orlicky (1975), inwhat isprobably thedefinitive
book on MRP, according to Browne, Harhen & Shivnan
(1996). If 20% of the components account for 80% of the
cost, why apply the same rigour to recording transac-
tional movements of inventory across 100% of compo-
nents?

Sammon & Adam (2004) describe how businessescan
succumb to the “ERP steamroller” of integration in the
areaof procurement. Theintegration of procurement into
onesingleinstance ERP system impliesarationalisation
of local suppliers and purchasing patterns and the elimi-
nation of redundant suppliers. This can result in the
organisation losing its ability to vary the source of sup-
ply. It can also have the effect of “steamrolling” local
differencesinthesupply base, for example, locally sourced
components not having exactly the same specification as
counterparts in other countries. As with all elements of
master data (suppliers, parts, customers etc.), integrated
systemscovering global operationsareintol erant of local
nuances in data structure.

One downside to the large scale integration of busi-
ness processesasexemplified in ERP systemsistheonus
it putson datacapture: themoreintegrated the system, the
more data is required at the point of entry in order that
flags and triggers encountered during subsequent steps
in the process are populated. Broadly speaking, ERP
systems push the onus of data quality back to the point
of entry, decentralising responsibility for data quality
back to the rightful owners of that data.

The Cyclical Nature of the ERP Market

ThetableinFigure 1, adapted fromthel T planning matrix
developed by Sullivan (1985), depictsthedifferent stages
in the evolution of planning requirements and corre-
sponding management approaches. This evolution is
plotted against the 2 main forces of changein I T: depen-
dence of the businesson IT (Infusion), and the degree of
decentralisation of IT planning and control (Diffusion).
In simple manufacturing processes with few depen-
dencies, material acquisition could bebased onaprinciple
of Economic Order Quantity (EOQ), whereby re-ordering
of stock items was triggered automatically based on a
minimum stock level. MRPoriginatedintheearly 60’ sas
a computerised approach for the planning of materials
acquisition and production for morecomplex manufactur-
ing processes where interdependenci es between compo-
nents existed. Orlicky (1975) realised that a computer
enabl ed thedetail ed application of thetechnique, making
it effectivein managing manufacturing inventories.
Based aroundtheBill of Materials(BOM), early appli-
cations exploded aproduction plan for atop level parent
iteminto aplan of production and purchasing for compo-
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