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ABSTRACT

Thisintroduction chapter briefly retracesthe emer gence of the concept of
enter prise-widesystemand providesacompleteoverview of thedefinitions
that have been proposed for Enter prise Resour ce Planning (ERP) systems.
It then presents the commonly accepted rationale for ERP including the
much publicised benefits that organisations can expect from them.
Following this, an overview of the ERP market and, in particular, of its
leading player SAPisproposed, |leadingtoaconclusionthat setsthescene
for the other chaptersin this book.

INTRODUCTION

In1996, FoxMeyer Drug, a$5 billiondrug distributor, declared bank-
ruptcy after failing to implement an ERP system over athree-year period.
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FoxMeyer sued SAP, theworld’ sleading supplier of ERP software, for $500
million, stating that itssystemwasa“ significant factor” that brought about
thecompany’ sfinancial ruin (thisdespitethefact that FoxMeyer only spent $30
milliondollarsonthe ERPproject) (Davenport, 1998). Mobil Europeinvested
many millionsof dollarsinan ERP system only to abandonit asaresult of
objectionsby itsmerging partner (Davenport, 1998). Unisource Worldwide
Inc. wrote off $168 million in costs when it abandoned its pan-American
implementation of SAPsoftware(Bingi etal., 1999). Dell Computers, after
monthsof delay and cost overruns, abandonedtheir ERP project, becausethey
foundthat the new systemwasnot appropriatefor itsdecentralized manage-
ment model (Stefanou, 2000). Hershey FoodsCorporation, Whirlpool, Dow
Chemical, Boeing, Apple Computers, and Applied Materialsall experienced
disastersof varying proportionsasaresult of ERPimplementation projects.

Y et, the ERP software market isoneof thefastest-growing marketsinthe
softwareindustry, with long-term growth rates of 36% to 40%, with some
estimatesputting theeventual sizeof themarket by theyear 2010at $1 trillion
(Bingi et al., 1999). Sincethese estimates have been put forward, the ERP
market hasslowed, but theoverall growth of theenterprise-wideapplication
market is still strong, thanks to a number of additional segments, such as
Customer Rel ationship Management (CRM) and Supply Chain Management
(SCM).

THE EMERGENCE OF ENTERPRISE
RESOURCE PLANNING

The historical origin of ERPisininventory management and control
software packagesthat dictated system design during the 1960s (Seo, 1999;
Kalakota& Robinson, 2001). Inthe1970s, wesaw theemergenceof Material
RequirementsPlanning (M RP) and Distribution Resource Planning (DRP),
whichfocused onautomatingall aspectsof production master scheduling and
centralizedinventory planning, respectively (Seo, 1999; Ka akota& Robinson,
2001). During the 1980s, the misnamed MRPI1 (Manufacturing Resource
Planning) systemsemergedto extend M RP straditional focuson production
processesinto other businessfunctions, including order processing, manufac-
turing, and distribution (Seo, 1999; Kalakota& Robinson, 2001). Intheearly
1990s, MRPI1 wasfurther extended to cover areas of engineering, finance,
human resources, project management, etc. (Seo, 1999). MRPI | isamisno-
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