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What was the biggest IT story of the 1990s? Without a doubt, it was the explosive growth of the Internet. What was the second biggest development? I vote for the rise of ERP (enterprise resource planning). ERP completely changed the way most commercial and government organisations approached their information systems.

What is ERP? Like most terms used in the IT industry, it has no standard definition. As the old joke goes, it’s a bit like pornography – you can’t define it, but you know it when you see it.

ERP basically means the integration of high end applications, usually based around manufacturing or accounting systems. In the early days of commercial computing applications were didn’t talk much to each other. As they grew more sophisticated they started to interact, with data from purchasing feeding straight into the manufacturing system, and sales information flowing directly to the general ledger.

Back in the 1980s it was still common for large organisations to write their own applications software. The rise of packaged ERP solutions put an end to all that, and today just about every large organisation uses an off-the-shelf ERP system of one kind or another.

The growth of the ERP vendors in the 1990s was phenomenal. The largest of them all is German company SAP, but many others blossomed. These included Peoplesoft and Baan. Database company Oracle moved strongly into ERP, becoming number two after SAP. Many older manufacturing software companies like JD Edwards also made a successful move into ERP, though others like SSA and QAD had less success in breaking out of that niche.

Then at the end of the 1990s the ERP market went into something of a slump, causing many commentators to write of the “death of ERP”. There was nothing of the kind. ERP sales declined, it is true, but only because so many organisations had bought ERP systems during the 1990s that the market was close to saturation point. The Y2K scare also brought a lot of activity forward, meaning there was a slowdown after 2000.

Another reason for the apparent decline in ERP was the greater publicity given to applications like electronic commerce and customer relationship management (CRM). These were often spoken of as if they were separate applications, but they were not. They were simply different aspects of ERP. Now many commentators try to make a distinction between “traditional” ERP and some of these newer applications. There is no great distinction – it is all part of the increased integration of large scale computer applications.

In some quarters ERP has become a dirty word. Certainly, none of the vendors use it any more, preferring new terms like “enterprise applications suite” to try to make some distinction between today’s offering and what they were supplying five or ten years ago. But as is so often the case, the new terminology is just a phrase designed to cloud the issue. It’s still ERP, with a few extra bits.

For many years now I have watched ERP market leader SAP closely. Watching this company’s evolution since it burst on the international scene in the late 1980s has been a very interesting experience. Three times now I have visited its corporate headquarters in the asparagus fields outside the small German village of Walldorf, just south of Heidelberg. Last week I caught up with Chris Bennet, head of SAP Australia.

Chris agrees that SAP and all the ERP vendors went into a bit of a slump two years ago, and that the slump was worse in Australia than in many other parts of the world. “Australian tend to be early adopters of technology, but we often don’t adapt to changes as quickly,” believes Bennett.

“We often hold on to old models, and that was true of ERP and the move to e-commerce. We also had the Olympics and the introduction of the GST, both of which put many IT projects on hold. That meant that many suppliers had a very tough time of it in 1999 and 2000.”

The buoyancy has since returned to the market, says Bennett, but the mix is very different than it was before. In SAP Australia’s case, it is now much more successful than it once was at penetrating small to medium enterprises (SMEs), where it had been famously unsuccessful in the past.

“Nearly a quarter of our customers in Australia are now organisations with less than $200 million in revenues. We are also getting a higher proportion of our business from consulting and support services, and we have been very successful with our CRM product.”

Bennett says SAP has doubled its product range in the last two years, a remarkable performance for a company that already covered most applications in most industries. The push into CRM is particularly important to SAP, because many of its larger customers had implemented systems from specialist CRM provider Siebel. They are customers SAP wants.

Rival Peoplesoft has also moved into CRM in a big way, with its purchase in 2000 of Vantive. Now most major ERP suppliers are pushing CRM, and SFA (sales force automation), and e-commerce, and the rest of the suite of applications that now make up the whole enterprise applications range.

Call it what you will, but don’t call it ERP.
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