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Analyse the expected future growth of the ERP marketplace in terms of overall sales.
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1.1 Overall Sales
The worldwide market for Enterprise Applications is expected to grow to $43 billion by 2011 with a compounded annual growth rate of 8.3% from 2006 to 2011.  The ERP market is currently worth $18 billion and is expected to grow at a compounded annual growth rate of 6.7% to $25 billion by 2011.

The drive for the market growth will be acquisitions or obtaining of software through maintenance, emerging markets like China and Latin America, penetration of new industries beyond manufacturing most notably Real Estate and Construction markets, Service-Oriented Architecture allows company to get the best piece of ERP module from different vendor.
(ERP Market to Reach $25 Billion by 2011, ARC Advisory Group, Mar 31, 2007)

1.2 Revenue breakdown by type of activity and Sales destination
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Let’s focus on SAP and look at the growth within an ERP vendor.  The several major revenues are as following:

· Maintenance accounted for 37% of the total with an 11% growth
· Software accounted for 33% of the total with a 12% growth 

· Consulting accounted for 25% of the total with a 9% growth

· Training accounted for 4% with growth of 12%

· Other accounted for 1% with growth of 1%

The designated country of ERP software sales are
· Europe, Middle East & Africa (EMEA) 32% with a 11% growth

· [image: image61.jpg]- ERP vendors ranked by 2004 ERP revenue (incl. est. ‘05 growth)
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Revenue Revenue | Growth Rate

2004 Revenue, | Revenue, | Forecast, | Revenue | Revenue | Share Rate, | Forecast,
Revenue 2003 2004 2005 Share, | Share, | Forecast, [ 2003- | 2004-
Rank | Company Name (M) (M) ($M) 2003 2004 2005 2004 2005

1| sap 7994 9372 10403 39% 40% 3% 7% 1%

2 | Peoplesoft 2682 2880 0 13% 12% 0% 7% -100%

3 | Oracle” 270 2465 4534 12% 10% 19% -0% 84%

4 | sage Group 900 1243 1375 4% 5% 6% 38% n%

5 | Microsoft Business Solutions 683 775 891 3% 3% 4% 14% 15%

6 | 55A Global an 700 700 % 3% 3% 49% 0%

7 | Geac 431 445 445 2% 2% 2% 3% 0%

8 | Intentia 361 388 407 2% 2% 2% 8% 5%

9 | Infor Global Solutions 123 375 395 1% 2% 2% 205% 5%

10 | Lawson 341 357 358 2% % 2% 5% 0%
Total (including other ERP vendors) 207m 23649 24288 100% 100% 100% 14% 3%

* Oracle acquired PeopleSoft on December 28, 2004. Source: AMR Research, 2005



USA 28% with a 12% growth
· Germany 20% with a 5% growth
· Asia Pacific 7% with a 14% growth
· Japan 5% with a 6% growth

· Rest of Americas 8% with a 18% growth

The growth in EMEA, Asia Pacific and South America actually accounted for the 47% revenue and with a growth of 43% which is also mention in the ARC Advisory Group.  That is almost half of the revenue with a rapid growth over a year compare to USA, Germany and Japan.
In my point of view, ERP software is being implemented in more and more companies in different industries within different countries.  Company that are already using ERP increase their maintenance cost in order to keep up with counter-part companies.  Company that haven’t implement ERP software are seeking for solution with ERP thus the increase of consultation and software sales.
2. The relative market share of the major ERP vendors
According to the financial summary of SAP Annual Report 2006, we also see that SAP grow from 24% to 26.8% during 2005 to 2006, Oracle grow from 9% to 9.3%, Microsoft from 5.2% to 5.8% and with a reduction of other market vendors from 61.8% to 58.1%.
[image: image62.jpg]-ERP vendors ranked by 2005 application revenue (incl. est. ‘06 growth)

Growth
Revenue Growth Rate

2005 Revenue Revenue Share Rate, Forecast,
Revenue Share, Share, Forecast, 2004~ 2005-
Rank | Vendor 2004 2005 2006 2005 2006

1| SAP 40% 42% 43% 12% 17%

2 | Oracle 10% 20% 23% 110% 29%

3 | Sage Group 5% 6% 5% 16% 10%

4 | Microsoft 3% 4% 4% 15% 18%

5| SSA Global 3% 3% 3% 7% 3%

Source: AMR Research, 2006





The relative market share of the major ERP vendors according to the forecast by AMR Research are SAP 43%, Oracle 10%, Sage Group 5%, Microsoft 3% and Infor (SSA Global) 3%.  When comparing the chart with the 2005, we notice that Peoplesoft disappear due to the merging of Peoplesoft with Oracle at 01 June 2005. (Oracle Webpage http://www.oracle.com/peoplesoft/index.html)
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3. Analyse the different ERP modules
When we look at Enterprise Resources Planning (ERP) software available in the market, we will find many different modules that serve different purposes in company areas of operations.  ERP is actually processes and procedures to enable collaboration between the main areas of operations in a company: Marketing and Sales, Production and Materials Management, Accounting and Finance, and Human Resources.  I will discuss each aspect, analyse the impact to the general industries.

Marketing and Sales function is very broad and includes but not limited to marketing, sales order processing, customer relationship management, customer support, sales forecasting and advertising.  (Brady, Monk, and Wagner, 2001) Each of these aspects is broad within themselves and very detailed, however I will only touch on the main facets of each below.

Marketing – A process involving exchange of goods between customers and sellers.

Sales Process – Fulfillment of customers’ requests of goods and services

Customer Relationship Management – Maintaining relationships with customer before or after the sale

Customer Support – Providing assistant to help customer to solve specific problems with goods and services before or after sales

Sales Forecasting and Advertising – Planning or predict the future sales and decide the quantity and directions of advertising need to be done

Production and Materials Management would involve Supply Chain Management that is dealing with the relationships of the following factors from the source all the way to the retailer and ultimate end user.
Material Sourcing – Finding and acquiring the raw material of services required for further processing

Supply Control – Ensure steady supply of raw material to the manufacturing process

Product Manufacturing – Decision on what to produce and how to produce it and actually producing it

Logistic Planning – Decision or planning of what vehicle to use, which is the best route (operations research) to result in a timely delivery or reception of goods

Quality Control – Process or test that ensure the raw material or products meets certain standard

Plant Maintenance – Maintain the machinery or tools for production process to ensure steady output of goods

Accounting and Finance functional area includes the business functions of financial accounting, cost allocation and control, planning and budgeting and cash flow management.  (Brady, Monk and Wagner, 2001) As each of them is broad and detailed, I will discuss the processes that involve other area of operations.

Cost allocation and control – Process that controls the allocation of money and spending in a proper way

Planning and budgeting – Preparation or forecast the use of money in the future

Cast flow management – Ensure that the financial status is healthy by maintaining more inflow than outflow of money

Human Resources include the business functions of recruiting and hiring, training, payroll and benefits.

Recruiting and hiring – Process to enroll suitable people to work towards company goals

Training – Process to develop the skills of staffs to perform certain tasks

Payroll and benefits – Ensure that staffs are paid according to contract and benefits to keep them happy to stay with the company.

With ERP system, Human Resources can gather all personnel data into a common database and share within the department or managerial levels of the company.  They can also input and maintain data for the working hours of the work force for reporting purpose.  Employee can also access their own personal information and change their personal details online and it will be sent to Human Resources for verification and timely update. (Ashbaugh and Rowen, 2002 cited in Sumner 2005)

Each one of these detailed aspects is critical for the entire business process to succeed.  None seems more important and each in some aspect relies on the others.  Each one of these aspects involve in cycles which one leads to another and the process repeats, for example, Human Resources hires people for all aspects of the business functions, production management develop goods to be sold for business to create a profit, materials management take care of the manufacturing process turning raw materials to final goods for customer. Marketing and Sales promotes the product and maintain good relationship to customers. Meanwhile the Accounting and Finance take cares of all the cost planning and budgeting and draw up the financial reports for them to decide their next moves.

4. The Impacts to the general industry by different ERP modules

The positive impacts of the ERP system to the general industry are the improvement in collaboration, process & procedure and development.  The integrated systems, which use a common database, will make the maintenance and assess of the same information easier.  It allows faster transaction and communication between different business process and clients.

The negative impacts of the ERP system are the cost and time to design, implement, training of staffs and also the management uptake & approval since the benefit of ERP system won’t be visible in a later stages. (Markus, Axline, Petrie and Tanis, 2000 cited in Sumner 2005)  Also the cost to define or research on how the current information fits into the ERP database, the company needs to allocate resources for implementing the ERP system while keeping the company healthy.  The company also needs to invest on upgrading their current computer infrastructure to be compatible to the ERP system.

5. Conclusions

When we look at the future growth of the ERP marketplace in terms of overall sales, we see the trend that more and more company adopting the ERP system simply because there are increasing amount of acquisitions, emerging markets like China, penetration of new industries.  Global companies need ERP to better control and optimize their business process in order to compete with other companies.  Small companies use ERP system in order to survive increasing amounts of competitors with the least staffs.  Companies in emerging markets use ERP system to keep up with their counter-part in western country.  There are even local ERP vendors that customize their ERP software to compete with foreign ERP vendors.

Through the analysis of different ERP modules, we understand that it is actually the major business functions of companies.  Although the initial negative impact to a company is painful and doesn’t generate any revenue, the positive impact will show the power of ERP system which will result in growth in both monetary (increase profit, decrease of cost) and non-monetary terms (increase productivity and decrease of redundancies and errors)
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1. Analyse the expected future growth of the ERP marketplace in terms of overall sales.

1.1 Overall Sales

The worldwide market for Enterprise Applications is expected to grow to $43 billion by 2011 with a compounded annual growth rate of 8.3% from 2006 to 2011. 

 HYPERLINK "http://mydropbox.com/g.pl?i=709884&d=5ddc5fa5b94eb7b460bda7cdad2ddcaf" \t "_blank" The ERP market is currently worth $18 billion and is expected to grow at a compounded annual growth rate of 6.7% to $25 billion by 2011.

The drive for the market growth will be acquisitions or obtaining of software through maintenance, emerging markets like China and Latin America, penetration of new industries beyond manufacturing most notably Real Estate and Construction markets, Service-Oriented Architecture allows company to get the best piece of ERP module from different vendor.

(ERP Market to Reach $25 Billion by 2011, ARC Advisory Group, Mar 31, 2007)

1.2 Revenue breakdown by type of activity and Sales destination

Let's focus on SAP and look at the growth within an ERP vendor. The several major revenues are as following:

Maintenance accounted for 37% of the total with an 11% growth

Software accounted for 33% of the total with a 12% growth

Consulting accounted for 25% of the total with a 9% growth

Training accounted for 4% with growth of 12%

Other accounted for 1% with growth of 1%

The designated country of ERP software sales are

Europe, Middle East & Africa (EMEA) 32% with a 11% growth

USA 28% with a 12% growth

Germany 20% with a 5% growth

Asia Pacific 7% with a 14% growth

Japan 5% with a 6% growth

Rest of Americas 8% with a 18% growth

The growth in EMEA, Asia Pacific and South America actually accounted for the 47% revenue and with a growth of 43% which is also mention in the ARC Advisory Group. That is almost half of the revenue with a rapid growth over a year compare to USA, Germany and Japan.

In my point of view, ERP software is being implemented in more and more companies in different industries within different countries. Company that are already using ERP increase their maintenance cost in order to keep up with counter-part companies. Company that haven't implement ERP software are seeking for solution with ERP thus the increase of consultation and software sales.

2. The relative market share of the major ERP vendors

According to the financial summary of SAP Annual Report 2006, we also see that SAP grow from 24% to 26.8% during 2005 to 2006, Oracle grow from 9% to 9.3%, Microsoft from 5.2% to 5.8% and with a reduction of other market vendors from 61.8% to 58.1%.

The relative market share of the major ERP vendors according to the forecast by AMR Research are SAP 43%, Oracle 10%, Sage Group 5%, Microsoft 3% and Infor (SSA Global) 3%. When comparing the chart with the 2005, we notice that Peoplesoft disappear due to the merging of Peoplesoft with Oracle at 01 June 2005. (Oracle Webpage http://www.oracle.com/peoplesoft/index.html )

3. Analyse the different ERP modules

When we look at Enterprise Resources Planning (ERP) software available in the market, we will find many different modules that serve different purposes in company areas of operations. ERP is actually processes and procedures to enable collaboration between the main areas of operations in a company: Marketing and Sales, Production and Materials Management, Accounting and Finance, and Human Resources. I will discuss each aspect, analyse the impact to the general industries.

Marketing and Sales function is very broad and includes but not limited to marketing, sales order processing, customer relationship management, customer support, sales forecasting and advertising. (Brady, Monk, and Wagner, 2001) Each of these aspects is broad within themselves and very detailed, however I will only touch on the main facets of each below.

Marketing - A process involving exchange of goods between customers and sellers.

Sales Process - Fulfillment of customers' requests of goods and services

Customer Relationship Management - Maintaining relationships with customer before or after the sale

Customer Support - Providing assistant to help customer to solve specific problems with goods and services before or after sales

Sales Forecasting and Advertising - Planning or predict the future sales and decide the quantity and directions of advertising need to be done

Production and Materials Management would involve Supply Chain Management that is dealing with the relationships of the following factors from the source all the way to the retailer and ultimate end user.

Material Sourcing - Finding and acquiring the raw material of services required for further processing

Supply Control - Ensure steady supply of raw material to the manufacturing process

Product Manufacturing - Decision on what to produce and how to produce it and actually producing it

Logistic Planning - Decision or planning of what vehicle to use, which is the best route (operations research) to result in a timely delivery or reception of goods

Quality Control - Process or test that ensure the raw material or products meets certain standard

Plant Maintenance - Maintain the machinery or tools for production process to ensure steady output of goods

Accounting and Finance functional area includes the business functions of financial accounting, cost allocation and control, planning and budgeting and cash flow management. (Brady, Monk and Wagner, 2001) As each of them is broad and detailed, I will discuss the processes that involve other area of operations.

Cost allocation and control - Process that controls the allocation of money and spending in a proper way

Planning and budgeting - Preparation or forecast the use of money in the future

Cast flow management - Ensure that the financial status is healthy by maintaining more inflow than outflow of money

Human Resources include the business functions of recruiting and hiring, training, payroll and benefits.

Recruiting and hiring - Process to enroll suitable people to work towards company goals

Training - Process to develop the skills of staffs to perform certain tasks

Payroll and benefits - Ensure that staffs are paid according to contract and benefits to keep them happy to stay with the company.

With ERP system, Human Resources can gather all personnel data into a common database and share within the department or managerial levels of the company. They can also input and maintain data for the working hours of the work force for reporting purpose. Employee can also access their own personal information and change their personal details online and it will be sent to Human Resources for verification and timely update. (Ashbaugh and Rowen, 2002 cited in Sumner 2005)

Each one of these detailed aspects is critical for the entire business process to succeed. None seems more important and each in some aspect relies on the others. Each one of these aspects involve in cycles which one leads to another and the process repeats, for example, Human Resources hires people for all aspects of the business functions, production management develop goods to be sold for business to create a profit, materials management take care of the manufacturing process turning raw materials to final goods for customer. Marketing and Sales promotes the product and maintain good relationship to customers. Meanwhile the Accounting and Finance take cares of all the cost planning and budgeting and draw up the financial reports for them to decide their next moves.

4. The Impacts to the general industry by different ERP modules

The positive impacts of the ERP system to the general industry are the improvement in collaboration, process & procedure and development. The integrated systems, which use a common database, will make the maintenance and assess of the same information easier. It allows faster transaction and communication between different business process and clients.

The negative impacts of the ERP system are the cost and time to design, implement, training of staffs and also the management uptake & approval since the benefit of ERP system won't be visible in a later stages. (Markus, Axline, Petrie and Tanis, 2000 cited in Sumner 2005) Also the cost to define or research on how the current information fits into the ERP database, the company needs to allocate resources for implementing the ERP system while keeping the company healthy. The company also needs to invest on upgrading their current computer infrastructure to be compatible to the ERP system.

5. Conclusions

When we look at the future growth of the ERP marketplace in terms of overall sales, we see the trend that more and more company adopting the ERP system simply because there are increasing amount of acquisitions, emerging markets like China, penetration of new industries. Global companies need ERP to better control and optimize their business process in order to compete with other companies. Small companies use ERP system in order to survive increasing amounts of competitors with the least staffs. Companies in emerging markets use ERP system to keep up with their counter-part in western country. There are even local ERP vendors that customize their ERP software to compete with foreign ERP vendors.

Through the analysis of different ERP modules, we understand that it is actually the major business functions of companies. Although the initial negative impact to a company is painful and doesn't generate any revenue, the positive impact will show the power of ERP system which will result in growth in both monetary (increase profit, decrease of cost) and non-monetary terms (increase productivity and decrease of redundancies and errors)

References

Brady, Monk, and Wagner, P 2001, Concepts in Enterprise Resources Planning, Course Technology

Mary Sumner, P 2005, Enterprise Resources Planning, Pearson Education

Ashbaugh, Sam and Miranda Rowen, 2002, ``Technology for human resources management: Seven questions and answers.'' Public Personnel Management 31:7-20

Markus, M. L., S. Axline, D. Petrie, and C. Tanis. 2000. ``Learning from adopters' experiences with ERP: Problems encountered and success achieved.'' Journal of Information Technology 15:245-265

ARC Advisory Group, 31 May 2007, ERP Market to Reach $25 Billion by 2011

SAP, 07 March 2007, SAP Annual Report 2006

Oracle Webpage, Oracle

BT603 Enterprise Resources Planning Student ID: 030391071146

BT603 Enterprise Resources Planning Student ID: 030391071146

- 1 -
[image: image50]
[image: image51]
[image: image52]

	[image: image53]

	[image: image54]
Copyright © 2000–2004 MyDropBox LLC. All rights reserved | » Usage Agreement | » Privacy Policy 







	URL:
	[image: image56]
	x
	Matching: 0%
	X

	Uploaded Manuscript:
	[image: image57]
	0

	[image: image58]

	Internet Source:
	[image: image59]
	0


_1247562785.unknown

_1247562786.unknown

_1247562783.unknown

_1247562784.unknown

_1247562782.unknown

_1247562780.unknown

