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I. What is an Enterprise Resource Planning systems? 
Enterprise Resource Planning(ERP) systems appear to be a dream come true for many an 
organization. These commercial software packages promise the seamless integration of 
all the information flowing through a company - financial and accounting information, 
human resource information, supply chain information, customer information. 

Managers have struggled endlessly and with great frustration with incompatible 
information systems and inconsistent operating practices, the promise of an off-the-shelf 
solution to the problem of business integration is enticing. 

It comes as no surprise, then, that companies have been beating paths to the doors of 
enterprise-system developers. The sales of the largest vendor, Germany's SAP, have 
soared from less than $500 million in 1993 to approximately $3.3 billion in 1997, making 
it the fastest growing software company in the world. SAP's competitors, including such 
compames such as Baan, Oracle, and PeopIeSoft, have also seen rapid growth in demand 
for their packages. It is estimated that businesses around the world are now spending $10 
billion per year on ERP systems and that figures probably doubles if you add in 
associated consulting expenditures. 

Big-name companies, such as Compaq Computer Corp., Alcoa, and Hershey Foods, say 
ERP systems have helped them reduce inventories, shorten cycle times, lower costs, and 
improve overall supply chain management practices. Such results have made household 
names out of the leading ERP providers, such as SAP AG, Oracle Corp., PeopIeSoft Inc 
JD Edwards Co., and Baan Co. They have also set off a frenzy for ERP software among' 
some of America's largest companies. 

According to a recent Booz-Allen & Hamilton study, more than 70% of Fortune 1000 
companies have either begun implementing an ERP system or plan to do so over the next 
few years. Smaller firms expected to adopt similar plans as prices for ERP packages drop 
and larger OEMs start demanding that suppliers be ERP compliant. 

ERP system provides all users, from the company CEO to buyer at a remote plant, with a 
single, real-time view of their company's available resources and commitments to 
customers. David Caruso, director of enterprise application research at Advanced 
Manufacturing Research (AMR) Inc. of Boston, describes ERP systems as "a 
transactional backbone" that gives companies access to the information they need to 
make more knowledgeable decisions or to fuel more task-specific applications, such as 
electronic commerce or supply-chain planning software. 
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Enter the enterprise system. A good ERP is a technological tour de force. At its core is a 
single comprehensive database. The database collects data from and feeds data into 
modular applications supporting virtually all of a company's business units, across the 
world (See the chart "Anatomy of an Enterprise system") 

Let's say, for example, that a UK based salesperson of a US based computer 
manufacturer prepares a quote for a customer using an ERP system. The salesperson 
enters some basic information about the customer's requirements into his laptop 
computer and the ERP system automatically produces a formal contract, specifying the 
product's'configuration, price, and delivery date. When the customer accepts the quote 
the sales rep hits a key; the system, after verifying the customer's credit limit, records the 
order The system schedules the shipment; identifies the best routing; and then, working 
backwards from the delivery date, reserves the necessary materials from inventory; orders 
needed parts from suppliers; and schedules assembly in the company's factories in Asia. 

The sales and production forecasts are immediately updated, and a material-requirements-
planning list and bill of materials from inventory are created. The sales rep's payroll 
account is credited with the correct commission, and his travel account is credited with 
the expense of the sales call. The actual product cost and profitability are calculated, and 
the divisional and corporate balance sheets, the accounts-payable and accounts-receivable 
ledgers the cost-center accounts, and the corporate cash levels are all automatically 
updated. The system performs nearly every information transaction resulting from the 
sale. 

The ERP system streamlines a company's data flows and provides management with 
direct access to a wealth or real-time operating information. For many companies, these 
benefits have translated into dramatic gains in productivity and speed. 

Autodesk, a leading maker of computer-aided design software, used to take an average of 
two weeks to deliver an order to a customer. Now, having installed an ERP, it ships 98 /o 
of its orders within 24 hours. 

III. Why is it so difficult to successfully implement an ERP system? 
Clearly enterprise systems offer the potential of big benefits. But the very quality of the 
systems that makes those benefits possible - their almost universal applicability - also 
presents a danger. When developing information systems in the past, companies would 
first decide how they wanted to do business and then choose a software package that 
would support their proprietary processes. They also rewrote large portions of the 
software code to ensure a tight fit. With enterprise systems, however the sequence is 
revered. The business often must be modified to fit the system. 

The ERP system is, after all, a generic solution. Its design reflects a series of 
assumptions about the way companies operate in general. Vendors try to structure the 
systems to reflect best practices, but it is the vendor, not the customer, that is defining 
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what "best" means. In many cases, the system will enable a company to operate more 
efficiently than it did before. In some cases, though, the system's assumptions will run 
counter to a company' s best interests. 

Some degree of ERP customization is possible. Because the systems are modular, for 
instance companies can install those modules that are most appropriate to their business. 
However, the system's complexity makes major modifications impracticable. That leads 
us to a major concept that is: Configuring an ERP system. 

Configuring an ERP system 
Configuring an enterprise system is largely a matter of making compromises, of 

balancing the way you want to work with the way the system lets you work. You begin 
by deciding which modules to install. Then for each module, you adjust the system using 
configuration tables to achieve the best possible fit with your company's processes. The 
two configuration mechanism are: 

• Modules: Most ERP systems are modular, enabling a company to implement the 
system for some functions but not for others. Some modules, such as those for 
finance and accounting are adopted by all companies that install an ERP whereas 
others, such as the one for human resource management, are adopted by only some 
companies. Sometimes a simply does not need a module. A service business for 
example, is unlikely to require the manufacturing module. In other cases the 
company choose not to implement a module because they already have a serviceable 
system for that particular function or they have a proprietary system that they believe 
provides unique benefits. In general, the greater the number of modules selected, the 
greater the integration benefits, but also greater the costs, risks, and changes involved. 

• Configuration tables: A configuration table enables a company to tailor a particular 
aspect of the system to the way it chooses to do business. An organization can select, 
for example, what kind of inventory accounting - FIFO or LIFO - it will employ or 
whether it wants to recognize product revenue by geographical unit, product line, or 
distribution channel. SAP R/3, one of the more comprehensive and complex ERP 
packages, has more than 3,000 configuration tables. 

Although modules and configuration tables lets you customize the ERP system to 
some degree, your options will be limited. There might be instances when your 
specific requirements will not be met by the package. Then the company has two 
choices, neither of them ideal. It can actually rewrite some of the ERP's code, or it 
can continue to use an existing system and build interfaces between it and the ERP 
system. Both of these routes add time and cost to the implementation effort. 

As a result, most companies installing an ERP system will need to adapt or even 
completely rework their processes to fit the requirements of the ERP system. The 
question is, Is it the best way of doing business? Do the system's technical imperatives 
coincide or conflict with the company's business imperatives? 
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Imagine, for example, an industrial products manufacturer that has built its strategy 
around its ability to provide extraordinary customer service in filling orders for spare 
parts. Because it is able to consistently deliver parts to customers 25% faster than its 
competitors - often by circumventing formal processes and systems - it has gained a large 
and loyal clientele who are happy to pay a premium price for its products. If, after 
installing an ERP, the company had to follow a more rational but less flexible process for 
filling orders, its core source of advantage may be at risk. The company may integrate its 
data and improve its processes only to lose its service edge and, in turn, its customers. 

This danger becomes all the more pressing in light of the increasing ubiquity of ERP 
systems. It is now common for a single ERP package to be used virtually in every 
company in an industry. Such convergence around a single software package should raise 
a sobering question in the minds of CEO: How similar can our information flows and our 
processes be to those of our competitors before we begin to undermine our own sources 
of differentiation in the market? 

Compaq computer is a good example of a company that carefully thought through the 
strategic implications of implicating an ERP system. Like many personal-computer 
companies, Compaq had decided to shift from a build-to-stock to a build-to-order 
business model. Because of the success of a build-to-order model hinges on the speed 
with which information flows through a company, Compaq believed that a fully 
integrated enterprise system was essential. At the same time, however, Compaq saw the 
danger in adopting processes indistinguishable from those of its competitors. 

It realized, in particular, that in build-to-order environment an important advantage 
would accrue to any company with superior capabilities for forecasting demand and 
processing orders. Compaq therefore decided to invest in writing its own proprietary 
applications to support its forecasting and order-management processes. To ensure that 
those applications would be compatible with its ERP system, Compaq wrote them in the 
computer language used by its ERP vendor. Compaq saw the decision as a strategic 
necessity: it was the only way to protect a potentially critical source of advantage. 

For companies that compete on cost rather than on distinctive products or superior 
customer service, ERP systems raise different strategic issues. The huge investment 
required to implement an ERP system at large companies - typically ranging from $ 50 
million to more than $ 500 million - need to be weighed carefully against eventual 
savings the system will produce. In some cases, companies may find foregoing an ERP 
implementation may give them a cost advantage over competitors that are embracing the 
systems. 
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global-procurement organization, the company is now able to enter into larger, more 
advantageous international contracts for supplies. Finished-goods inventory can be 
tracked daily, both in company warehouses and in the distribution channel, and spare-
parts inventory has been reduced by 50%. The company expects to save $65 million 
by the end of 1998 as a result of its adaptation of these globally coordinated 
processes. 

V. Case Study of ERP Implementation at Elf Atochem 
Elf Atochem North America, a $2 billion regional chemicals subsidiary of the French 
Company Elf Aquitaine, is a god case in point to prove that the companies deriving the 
greatest benefits from their systems are those that, from the start, viewed them primarily 
in strategic and organizational terms. They stressed the enterprise, and not the system. 
Following a series of mergers in the early 1990s, Elf Atochem found itself hampered by 
the fragmentation of critical information systems among its 12 business units. Ordering 
systems were not integrated with production systems. Sales forecasts were not tied to 
budgeting systems or to performance-measurement systems. Each unit was tracking and 
reporting its financial data independently. As a result of the many incompatible systems, 
operating data were not flowing smoothly through the organization, and top management 
was not getting the information it needed to make sound and timely business decisions. 

The company's executives saw that an enterprise system would be the best way to 
integrate the data flows, and they decided to go with SAP's R/3 system, which was 
rapidly becoming the standard in the industry. They never viewed this project as simply 
a technology initiative. Rather, they viewed it as an opportunity to take a fresh look at 
the company's strategy and organization. 

Looking beyond the technology, the executives saw that the real source of Elf Atochem's 
difficulties was not the fragmentation of its systems but the fragmentation of its 
organization. Although the 12 business units shared many of the same customers, each 
unit was managed autonomously. From the customer's perspective, the lack of continuity 
among units made doing business with the company difficult. To place a single order, a 
customer would frequently have to make many different phone calls to many different 
units. And to pay for the order, the customer would have to process a series of invoices. 

Inside the company, things were equally confused. It took four days - and seven hand-
offs between departments - to process an order, even though only four hours of actual 
work were involved. Because each unit managed inventory and scheduled production 
independently, the company was unable to consolidate inventory and scheduled 
production independently, the company was unable to consolidate inventory or 
coordinate manufacturing at the corporate level. More than $6 million in inventory was 
written off every year, and plants had to be shut down frequently for unplanned 
production-line changes. And because ordering and production systems were not linked, 
sales representatives could not promise firm delivery dates, which translated into lost 
customers. 
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The company decided to focus its efforts on four key processes: materials management, 
production planning, order management, and financial reporting. These cross-unit 
processes were the ones most distorted by the fragmented organizational structure. Each 
of the processes was redesigned to take full advantage of the new system's capabilities, in 
particular its ability to simply the flow of information. 

Elf Atochem also made fundamental changes to its organizational structure. In the 
financial area, for example, all the company's accounts-receivable and credit departments 
were combined into a single corporate function. This change enabled the company to 
consolidate all of a customer's orders into a single account and issue a single invoice. It 
also allowed the company to monitor and manage overall customer profitability -
something that had been impossible to do when orders were fragmented across units. In 
additional customer-service departments were consolidated into one department, 
providing each customer with a single point of contact for checking on orders and 
resolving problems. 

The system gave the organization real-time information it needed to connect sales and 
production planning-demand and supply - for the first time. As orders are entered or 
changed, the system automatically updates forecasts and factory schedules, which enables 
the company to quickly alter its production runs in response to customer needs. Only one 
other company in the industry has this capability, which meant Elf Atochem gained an 
important edge over most competitors. 

The company understood, however, that just having the data doesn't necessarily mean the 
data will be used well. Computer systems alone don't change organizational behavior. It 
therefore established a new position - demand manger - to be the focal point for the 
integrated sales and production planning process. Drawing on the enterprise system, the 
demand manger creates the initial sales forecast, updates it with each new order, assesses 
plant capacity and account profitability, and develops detailed production plans. The 
demand manager is able to schedule a customer's order - and promise a delivery date - up 
to six weeks ahead of production. Previously, production could be allocated to individual 
orders no more than a week in advance. 

The way Elf Atochem is managing the implementation effort also reflects the breadth of 
its goals. The project is being led by a 60 person core implementation team, which 
reports to a member of the company's executive committee. The team includes both 
business analysts and information technologists, and is assisted by a set of so-called super 
users, representing the business units and corporate functions. These super users help 
ensure that decisions about system's configuration are made with the broadest possible 
understanding of the business. They also play a crucial role in explaining the new system 
to their respective departments and training people in its use. 

The team is installing the Enterprise System one business unit at a time, with each unit 
implementing the same system configuration and set of procedures for order processing, 
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supplier management, and financial reporting. The unit-by-unit process ensures that the 
effort is manageable, and it also helps the team to refine the system and the processes as it 
proceeds. For example, the second unit to implement the system found that it didn't 
adequately support bulk shipments, which are the main way the unit gets its products to 
customers. The system was then modified to support bulk as well as package shipping, 
and the new configuration became the new standard. 

Using the large and broadly representative implementation team, together with the unit-
by-unit rollout, Elf Atochem has been able to staff the effort mainly with its own people. 
It has had to engage only nine outside consultants to assist in the project - far fewer than 
is usually the case. The reliance on internal resources not only reduces the cost of 
implementation, it also helps ensure that Elf Atochem employees will understand how the 
system works after the consultants leave.. 

Elf Altochem's ERP is now more than 75% complete - 9 of the 12 business units are up 
and running the new system - and the roll-out is ahead of schedule and under budget. 
Customer satisfaction level have already increased, and the company is well on the way 
to its goal of confirming 95% of all orders with one call, a dramatic improvement to the 
service enhancements, the company is operating more efficiently. Inventory levels, 
receivable, and labor and distribution expenditures have all been cut, and the company 
expects the system will ultimately reduce annual operating costs by tens of millions of 
dollars. 

VI. Case Study of ERP Implementation at Fanuc Robotics Inc. 

Study of a ERP implementation at FANUC Robotics, North America, Inc. Rochester 
Hills, Michigan 
I conducted a study of a successful ERP implementation at Fanuc Robotics Inc. This 
was done through interviewing company executives and researching FANUC Robotics 
web-site for background information. Here are my findings 

Company/ Industry specific information: 
Type of Company? 
FANUC Robotics North America, Inc. is an automation company dedicated to improving 
customer's productivity. FANUC Robotics offers total automation solutions for 
assembly, painting, palletizing, packing, welding, dispensing, cutting, laser processing 
and material handling applications. 

Part of a wholly owned subsidiary of FANUC LTD, the world's most foremost robot 
manufacturer, part of a robotics team that combines worldwide experience and expertise 
to form the world's leading supplier of robot systems. 
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After more than 15 years of industry accomplishments, FANUC Robotics remains the 
leader and continues to seek innovative methods to help manufacturers face the growing 
challenges of global competition. 

The company has this mission: FANUC Robotics is dedicated to leadership in improving 
customer productivity by providing superior quality robotics process solutions for an 
industrial environment. This is accomplished through innovative employees, empowered 
and dedicated to customer satisfaction and corporate performance. 

Its corporate objective: Exceed customer expectations with performance and quality Best 
process solution for the customer, Market leadership with growth and profitability. ' 

Line of Business? Sales, distribution, service, systems integration of robots and robotics 
automation systems. FANUC's solutions cover assembly, painting, palletizing, packing 
welding, dispensing, cutting, laser processing, material handling and other emerging 
applications. 

Financial Picture: Under 500M revenue organization with about 1200 employees 

Facility Facts: North America's largest robot technology development center located on 
56 acres of oak forest, Complete in-house resources to concept, design, build and debug 
each system before shipment, Advanced paint booth capability for automotive and 
process development, Over 150 qualified development and process application engineers 
24-hour service hot line, Training facilities which have graduated more than 30,000 
users/customers, Construction is currently underway for a new 102,000 square-foot 
Customer Technology Center. 

Existing Legacy systems within the organization 
Various types of existing legacy systems? 

PRAXA, UDMS, STS (sales tracking), ETS (engineering tracking), PTS (purchase & 
traffic), PPS (product & parts) 

What is the Hardware/Software platform? 
VAX 

Need for ERP package and Business Case for ERP package Implementation 
History of how the Business Case was developed to implement an ERP package within 
the company? 

Existing system was not designed to meet future information needs. External consultant 
was brought in to evaluate several packages. Baan was selected to be more suitable for 
our company. 

What modules were selected to be implemented? 
Project Management, Systems Engineering, Contract Administration, Order Execution 
System Quotation, Product Development, Personnel, Finance etc. 
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Methodology adopted for implementation 
How was implementation achieved? 
Dedicated internal groups were selected to the design the system modules under the 
guidance of Baan experts. The COO was directly involved in supervision and 
implementation of the system. All employees were trained on Baan prior to 
implementation of the system. 

Use of Internal/External resources 
External experts were hired to assist in the development of the modules and conversion of 
data from legacy system to Baan. Internal teams did the rest of the work. 

Time-line for ERP package implementation 
How long and in what sequence was the ERP package implemented? 
Planning, design, test run, conversion of data, training of employees, implementation of a 
pilot system and final implementation was the sequence. It took about one year to 
complete the project. 

Resources requirements 
What sort of staffing was required to do the implementation? 
CIS and internal staff from variety of functional groups were teamed up for 
implementation. 

What percentage of internal Vs external consultants used? 
Mostly external consultants were used for evaluation and direction. Implementation was 
handled by internal staff. 

Organization structure/process/technology platform changes brought about by ERP 
implementation 
Did any changes occur with respect to the organization structure after the ERP 
implementation? 
Some. Order entry, execution and CIS support groups were reorganized. No major 
changes in organization structure occurred. 

What was the Hardware platform on which the ERP implementation took place? 
PCs (laptops & desktop's) with W95 or NT 

How were the users trained to use the ERP package? 
Internal CIS staff who were trained to provide internal training. 

Cost Benefit analysis of successful implementation 
Quantifiable cost/benefit analysis taken up to justify the business case for the ERP 
implementation ? 
Not available. 
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not carefully controlled by management, management may soon find itself under the 
control of the system. 

VIII. Cost Benefit Analysis of ERP Implementation 
In both the case studies outlined we don't have any cost benefit analysis done consciously 
before the ERP implementation. Some of the logical steps involved to develop a sound 
cost benefit analysis for an ERP system implementation will involve: 

Building a sound, cost-based business case for ERP entails extracting the savings that 
depend on ERP alone from the total savings to be had from ERP together with other 
sources. The process could involve these steps: 

• Create a base case of year-by-year savings from cost cuts that could be made 

without the ERP system implementation. 

• Create an ERP case of year-by-year savings that could be made with the ERP 
implementation. This should include savings that do not depend on ERP (the base 
case of step 1) as well as those that do. 

• Subtract the base-case savings (step 1) from the ERP-case savings (step 2) on a 
year-by-year basis, and calculate the net present value (NPV) of the residual 
cashflow. A positive NPV will indicate that you should probably proceed with the 
deployment of ERP. 

IX. Trends 

A. Forecast of ERP market 
The ERP software market will grow at the rate of 37 percent over the next five years, 
according to AMR Research Inc., of Boston. The firms "Enterprise Resource Planmng 
Software Report, 1997-2002" concludes that total company revenue will top $52 billion 
by 2002. This conclusion contradicts those of other forecasters who believe enterprise 
resource planning demand has been artificially stimulated by Year 2000 concerns. 

"Given the time it takes to select and implement these major systems, companies have 
already passed the Y2K deadline," says Tony Friscia, president of AMR Research. We 
believe that most Global 1000 firms are well advanced in their ERP deployments and will 
now seek to extend ERP and related applications throughout their global supply chains. 

AMR Research attributes the continued growth to the fact that ERP vendors are 
continuing to expand machete presence by offering new applications such as supply chain 
management, sales force automation, customer support and human resources. The report 
concludes the ERP market will continue to be one of the largest, fastest-growing and 
most influential in the applications industry into the new millennium. 
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Optimization Systems: 
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- Demand planning 
- Manufacturing planning and scheduling 
- Supply planning and scheduling 
- Transportation planning 

Execution Systems: 
- Component and supplier management 
- Customer facing 
- Enterprise asset management 
- Manufacturing execution 
- Product data management 
- Warehouse management 

Enterprise Information Systems: 
- Analytical applications 
- Data marts 
- Data mining 
- Data warehouse 
- Knowledge management 
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Appendix: A 

The Scope of an ERP system 

An enterprise system enables a company to integrate the data thoughout its entire 
organization. Ms list shows some of the many functions supported by SAP s R/3 

package. 

Financials 
Accounts receivable and payable 
Asset accounting 
Cash management and forecasting 
Cost-element and cost-center accounting 
Executive information system 
Financial consolidation 
General ledger 
Product-cost accounting 
Profitability analysis 
Standard and period-related costing 

Human Resources 
Human-resources time accounting 
Payroll 
Personnel planning 
Travel expenses 

Operations and Logistics 
Inventory management 
Material requirements planning 
Materials management 
Plant maintenance 
Production planning 
Project management 
Purchasing 
Quality management 
Routing management 
Shipping 
Vendor evaluation 

Sales and Marketing 
Order management 
Pricing 
Sales management 



Appendix: B 

Anatomy of an Enterprise System 
At the heart of an enterprise system is a central database that draws data from and feeds 
into a series of apphcations supporting diverse company functions. Using a single 
database dramatically streamlines the flow of information throughout the business 







Appendix: D 

SAP: continuing to drive ERP market 

The enterprise resource planning (ERP) software market is one of the most exciting 
segments of the IT business today. Fed up with costly and unreliable custom systems 
development, corporations round the world are embracing "off-the-shelf software that 
can be customized to meet the specific needs and requirements necessary to manage 
logistics, supply chains, financial, and human resources functions - all in an integrated 
manner SAP is the undisputed market leader in this segment (see Figure 1), and the 
world's largest consulting firms have raced to embrace the German software company, 
seeking to provide the encompassing services that every SAP installations requires. 

The excitement surrounding SAP was apparent at the company's annual user conference -
Sapphire - held in August in Orlando, Florida, where at least 10,000 people showed up to 
hear about the latest product releases and try to differentiate between the slew of SAP 
partners vying for the accompanying consulting services and add-ons of nearly every 
product sale. Over 200 vendors (not including SAP) participated at the conference, 
illustrating the strong trickle-down effect normally apparent with IT powerhouses such as 
IBM, Hewlett-Packard, Digital and Microsoft. 

According to David Frost, who heads Coopers & Lybrand's SAP practice - and who 
expects to be busy integrating the software package "until at least 2005" - corporations 
have embraced SAP for several reasons, including client-server, ease of customization, 
breadth and depth, and international applicability (currencies and languages). 

SAP provides the backbone for integrated inventory, materials, and finance functions in 
an integrated manner. Contrasts this with the disparate "islands of information' 
characteristic of centralized mainframe environments and the appeal of SAP can be 
readily understood. Executive management is attracted to SAP because of the integrated 
reporting that can be achieved: key data can be rolled up into comprehensive reports for 
accounting and analysis. And, like IBM years ago, "no one gets fired for implementing 
SAP" today. 

Today, SAP boasts over 5,000 corporate clients and 500,000 users of its latest software, 
SAP R/3. Though SAP offers a cookie-cutter software package tailored to a specific 
industry and functions that requires less engineering than a customized application, it 
nevertheless less requires an army of consultants to facilitate successful implementation. 
SAP integration often involves reengineering, change management, and training, in 
addition to the expected system analysis, design and configuration. In fact, many 
consultants contend that the configuration only accounts for approximately 20 /o ot toe 
project; the majority of time is spent on other tasks. The result: a consultant's dream 
Estimates place the consulting dollar expenditure at anywhere between 2X and 10X the 
actual software cost. Installations currently underway at two major US manufacturers 
will total US $250 million and US $350 million when all is said and done. And, 
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HOOVER'S COMPANY PROFILE 

HISTORY 

Jan Baan was a Dutch college dropout with a 
mediocre career (food-processing clerk, controller, 
accounting consultant), but he and his wife had 
saved a handsome sum from buying and selling 
several homes. In 1978, with $250,000, he started 
Baan Co., a consulting firm specializing in 
financial engineering. He began software 
development the next year to improve clients' 
factory efficiency. 

Ex-construction executive Paul Baan joined the 
company in 1981, and the company shipped its 
first software the next year. By 1984 the company 
catered to the manufacturing, building, and 
contracting industries. In 1987 Baan launched its 
first enterprise resource planning (ERP) software 
based on the UNIX operating system. Operations 
began blooming beyond the Netherlands by 1988. 

In 1993 Baan bought several companies to 
expand its product and market presence, including 
UK-based Agility Business Software and Canadian 
firm Probe Software Sciences. Also that year Baan 
sold 34% of the company (a stake since reduced to 
about 4%) to General Atlantic Partners as part of 
its international expansion. Although initial US 
expansion efforts were unsuccessful, a $20 million 
contract with Boeing in 1994 led to the 
establishment of a second headquarters in the US. 
Sales reached $123 million that year. 

Also in 1994 the devoutly religious brothers 
Baan — early employees were hired through ads in 
their church bulletin — gave the value of their 
stock (keeping the voting control) to Oikonomos 
(Greek for "stewardship"), a foundation they 
created to fund charitable ventures. The move also 
formed Baan Investment, a venture capital firm 
designed to promote ERP software development. 

Baan went public in 1995 and began expanding 
its lines by buying smaller companies, such as 
Berclain (supply chain management, 1996), 
Beologic (sales automation, 1997), and Aurum 
Software (customer interaction tools, 1997). It also 
established operations in Japan in 1995. 

In 1997 the company formed a division 
(controlled by Baan Investment) to sell to small 
and midsized firms — a customer base Baan 
expects will eventually generate half its revenues. 
But Baan's convoluted affiliations with Baan 
Investment and other private companies owned by 
the brothers began unraveling the software firm. In 
1997, Putnam Investments sold its 9% stake over 
concerns about those relationships, including the 
recording of sales to Baan Investment of software 
that had yet to reach end users. As the spotlight 
intensified in 1998, Baan Investment changed its 
name to Vanenburg Ventures to distance itself, and 
the brothers stepped down from executive positions 
at the software firm to concentrate on running 
Oikonomos and Vanenburg. COO Tom Tmsley 

was named chairman and CEO, replacing Jan 
Baan, who announced he would not seek reelection 
to Baan's supervisory board. 

Also in 1998 the company agreed to buy 
logistics planning software specialist CAPS 
Logistics. Thinning profits and sinking shares mat 
year prompted shareholders to file a lawsuit against 
Baan alleging accounting irregularities. Baan also 
made plans to cut 20% of its workforce (up to 
1,200 employees). 

OFFICERS 

Chairman and CEO: Tom C. Tinsley, age 44 
President: Mary E. Coleman, age 44 
EVP and President, Strategic Global Accounts: Kevi 
Calderwood 

EVP Customer Initiatives: Douglas L Fredrick 
EVP and President, Global Held Operations: Robert 
Lewis 

EVP Research and Development: Laurens van der Tar 
age 32 

SVP, COO, and CF0: N. M. "Klaas" Wagenaar, age 39 
SVP, Secretary, General Counsel, and Compliance 
Officer Robert Goudie 

SVP Global Marketing and Information Teehnoloe 
Management and Chief Information Officer: Johr 
Jendricks 

SVP Finance and Corporate Controller Ralph Zeped 
Chairman, Vanenburg Ventures B.V.: J. G. Paul Baar 
age 47 

President, Baan Global Support: Peter Aird 
President, Asia/Pacific Christopher Chung 
President, Baan Consulting: Gordon Mousinho 
President, Baan Education: Christine B. Pittman 
President, Eastern Europe: Karl-Heinz Voss 
EVP, Supply Chain: Amal M. Johnson, age 45 
VP Human Resources: Gerrit J. van Munster 
VP Human Resources, Baan Americas: Terry Carter 
Managing Director, Baan Japan: Hiroo Sakamoto 
Auditors: Moret Ernst & Young 
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