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Is Information System an ERP ?

oIn most cases NO

oInformation System (IS): an 
integrated set of components for 
collecting, storing, and processing 
data and for delivering information, 
knowledge, and digital products. 

oA Company could has several 
Information System for their 
operation, but as long as those IS are 
working separately  This company 
doesn’t has an ERP
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What is ERP ?

oAn ERP system is an attempt to integrate all functions across a 

company to a single computer system that can serve all those 

functions’ specific needs. 

o“Integration” is the key word for ERP implementation.

o It may also integrate key customers and suppliers as part of the 
enterprise’s operation. 

o It provides integrated database and custom-designed report systems.

o It adopts a set of “best practices” for carrying out all business 
processes.
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An Example: Before ERP
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An Example: After ERP
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Potential benefits of ERP: Internal

oIntegration of a single source of data

oCommon data definition

oA real-time system

oIncreased productivity 

oReduced operating costs

oImproved internal communication

oFoundation for future improvement

oLess paperwork & no need for folder storage
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Potential benefits of ERP: External

oImproved customer service and order fulfillment

oImproved communication with suppliers and customers

oEnhanced competitive position

oIncreased sales and profits

7



Risk of ERP implementation

oExpensive (can costs 100 thousands to millions of dollars) 

oTime-consuming (can take months to years) 

oGreat risk for the organization 

oTransfer of Knowledge

oAcceptance with the company
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Major Phases of ERP Implementation

oInitiation – develop business case, project scope, and 
implementation strategy

oPlanning – establish implementation team, determine goals and 
objectives, establish metrics

oAnalysis and process design – analyze and improve existing 
processes, map new processes to be adopted by the system

oRealization – install a base system, customization, and test the 
system

oTransition – replace the formal system with the new system, 
data conversion

oOperation – monitor and improve system performance, provide 
continued training and technical support
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Key factors for successfull ERP 
implementation

oCommitment by top management

oExcellent project management

oOrganizational change management

oExtensive education and training

oData accuracy

oMulti-site issues

oA great implementation team

oFocused performance measures

oClear understanding of strategic goals
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ERP project and time

oReal transformational ERP efforts will usually run between 
1 to 3 years, on average.

oShort implementations (3 to 6 months):
◦ small companies,

◦ implementation limited to a small area of the company, or

◦ the company only used the financial pieces of the ERP system.

oThe important thing is not to focus on how long it will take 
but to understand why you need ERP and how you will use 
it to improve your business.

11Source: http://www.cio.com/summaries/enterprise/erp/index.html, viewed September 19, 2002.
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TCO of ERP

oTotal Cost of Ownership (TCO): a model developed by Gartner 
Group to analyze the direct and indirect costs of owning and 
using hardware and software. TCO essentially helps a company 
determine whether it wins or loses from specific technology 
implementations.

oMetagroup study among 63 companies surveyed showed that:
◦ The average TCO was $15 million (the highest was $300 million and  lowest was 

$400k),
◦ The average TCO per user was $53,320.

oIt also found that:
◦ it took 8 months after the system was in to see any benefits,
◦ but that the median annual savings from the system was $1.6 million per year.

12Source: http://www.cio.com/summaries/enterprise/erp/index.html, viewed September 19, 2002.
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Hidden cost of ERP

oTraining

oIntegration and testing

oData conversion

oData analysis

oConsultants

oReplacing best and brightest staff after implementation

oImplementation teams can never stop

oWaiting for ROI

oPost-ERP depression
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ERP main vendors
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Question & Answer
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