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This Eveningôs 
Discussion

Why ERP System 
Projects Fail



Who We Are

ÅAdaptive Growth is a 
business analysis and project 
management firm 

ïWe specifically focus on the 
manufacturing and 
distribution industries .
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What We Do

ÅWe sell detailed packages of 
highly specific knowledge 
about mapping strategic 
business objectives to 
business technology
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Deliverables
ÅA Guide for Market Discovery 

Projects
ÅNew market endeavors 

ÅA Guide for ERP Projects (under 

construction )

ÅTo Acquire and Implement ERP systems

ÅTo Maintain, Enhance, or Modify Existing 
Legacy Systems

ÅTo Develop New Software for Existing Legacy 
Systems
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An ERP Project 

ÅHow many in the audience have been 
involved in an ERP ( Enterprise 
Resource Planning) acquisition and 
implementation project? (please raise 

your hand)
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About ERP 
Implementation Projects

ÅA Standish Group International
report published in 2006 said:

ï53% of ERP projects are challenged, 
ÅThey are late or over budget  

ÅThey are implemented with reduced functionality. 

ÅThey donôt meet executive and user expectations 

ï29% succeed and 

ï18% fail totally. 
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Are These Statistics 
Realistic?

ÅThat only 29% of ERP projects 
succeed 

ÅThat 53% of ERP projects are 
challenged, and

ÅThat 18% fail totally.
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What Sets Up ERP 
Project Failure? 

ÅAudiencesô experience with ERP 
project failure
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The Symptoms of ERP 
Project Failure

ÅThe commonly used symptoms for the 71% 
failure rate expressed by users are:

ïSystem doesnôt match requirements

ïSchedule and/or cost overrun

ïMissing functionality

ïThe system was implemented with reduced 
functionality

ïThe system was too difficult to implement 

ïInadequate system performance
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About These Symptoms

ÅOne striking thing about all these symptoms 
is that t hey all appear after the fact: 

ïIn a few cases, when an implementation 
simply cannot be completed

ïIn a few more, when it is demonstrably 
struggling

ïIn the rest, after the system has gone live .

ÅThe most common symptom overall ðfailed 
expectations
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What Weôve Learned 

ÅSince 71% of ERP projects donôt meet 
expectations, the traditional approach to 
them clearly fails to enforce expectations

ÅIT and department managers usually donôt 
have a detailed document of what the 
companyôs executives expect from an ERP 
project 

ÅIt is important to note here that failed 
expectations are usually not recognized as 
such by corporate executives
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How ERP 
Projects Succeed

ÅFind an approach that addresses the 

pervasiveness of failure and its many 
meanings:

ïHow ófailureô almost always means ófailure to 
meet expectationsô

ïHow ófailure to meet expectationsô in turn means 
failure to

ÅDiscover requirements fully and 
comprehensively 

ÅState them in clear business language

ÅKeep them in plain sight throughout the 
project
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An ERP 
System Project 

ÅERP projects are usually initiated 
for a compelling reason (usually not for 

the planned evolution of the current ERP system)

ïBecause the current ERP vendor was 
acquired or has gone out of business

ïBy a forced up -grade that is too 
expensive

ïBy a dated legacy system and/or 
technology

ïBecause of a significant change in the 
business environment
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The Typical Approach

ÅAn ERP system project that is (usually) 
initiated without the companyôs 
executives having already described and 
documented

ÅThe companyôs current market 
position

ÅWhere it wants to go, and

ÅHow it intends to get there
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Is it the Approach?

ÅERP system projects  are usually 
started:

ïWith a date the ERP project must be 
completed by (established before it 
begins)

ïWith system requirements that are 
nothing more than wish lists

ÅEach department provides its requirements 

ïBased on what it currently has 

ïPlus what it would like to have
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The Seller 
Selection Process

ÅSellers usually selected based upon 
current functional requirements and 
the usersô wish lists:

ïA Request for Proposal or Quote 
(RFP/RFQ) is provided to 5 to 10 ERP 
sellers (buyer research indicated that 
the selected sellersô ERP systems best 
fit the buyerôs requirements)
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When Responding to 
a RFP or RFQ

ÅIt is at this point the ERP system 
seller takes control of the buying 
process
ÅEach seller will invoke their sales cycle 

and solution process to satisfy the 
buyerôs system requirements

ÅThis is not necessarily a bad thing 

ÅBut the buyer is not in control
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A Flawed Process? 
ÅSellers whose ERP systems fit the 
buyerôs industry will usually respond 
affirmatively to all the questions in the  
RFP or RFQ

ïThese sellers know the buyerôs industry 
(usually better than the buyer)

ÅReponses do not address foreseeable 
changes or adaptability
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A Flawed Process?
ÅMeetings with the selected sellers

ïThe sellersô purpose is a  presentation that 
insures they can make the cut

Å3 to 5 ERP system sellers are usually 
selected by the buyer

ïSelected sellers do software demonstrations 
mapped to stated RFP/RFQ requirements

ÅBuyer selects 3 finalists 

ïA second round of software demonstrations
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The Decision Is 
Usually Subjective

ÅThe decision process in a nutshell:

ïThe project team meets to choose one 
of the ERP system sellersô proposals 

ïIt is difficult to differentiate one sellerôs 
ERP system from the others

ïThey all seem to satisfy the buyerôs requirements

ïEach provides an implementation methodology it 
claims will insure success

ïEach provides a list of satisfied users to 
substantiate their claims
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The ERP 
Buying Decision

ÅThe decision usually is a beauty contest
ïWhich seller is the buyer most comfortable 

with?

ïWhose references were more enthusiastic 
about the ERP system they purchased? 

ïAnd finally, with which seller can the buyer 
negotiate the best price?

ÅUsually, this is the process that fails to 
prevent 71% of all ERP system projects 
from failing to some degree
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Avoiding ERP Project 
Failure Requires

ÅA document that describes where the 
company wants to be in its market over 
the next 10 to 15 years

ÅA strategic plan derived from the 
executivesô vision for the company

ÅThe companyôs strategic business 
objectives mapped to business technology
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Avoiding ERP Project 
Failure Is Done By

ÅExplicitly establishing all expectations as 
requirements.

ÅEstablishing the ownership of 
requirements

ÅUsing established requirements for 
acceptance criteria at every step in the 
development of a Statement of Work

ïTo be presented to qualified sellers of ERP 
systems

ïTo be embedded in the project plan 24



What is Required to Insure the 
Success of an ERP Project

ÅA structured approach that ensures the 
business requirements and strategic 
objectives are being addressed at every 
succeeding technical step 

ÅA structured approach that renders the 
concept of progress in predictable and 
measurable terms, a model by which actual 
performance can be understandably 
assessed. 

ÅDescribing, defining and documenting the 
projects risks
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A Statement of Work

ÅBuilding the Functional System 
Description (current business and 
system processes)

ïThe accounting view of the company

ïMaterial flows

ïExternal communications

ïSupply and demand flows

ïKey business/regulatory rules
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Contents of the 
Statement of Work
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