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The Impact of ERP Implementation Announcement
on the Market Value of the Firm

Bang, Jong Wook, Kim, Joon S, Lee, Moon Bong, Kim, Sung Hwan

In the past few years, many Korean companies have implemented various ERP systems. Despite the
enormous efforts and costs, however, there have been doubts about the effectiveness of ERP implementation.
The purpose of this study is to identify whether the announcement of ERP implementation affects the market
value of the firm,

To achieve the research objective, event-study methodology was used assessing the cumulative abnormal
retumns (CARs) for 33 firms’ announcements of ERP investments,

Findings of the study are summarized as follows: First, the announcements of ERP implementation have
no effect on the fim value though the sign is negative. Second, there is marginally significant difference
in the market value of the firm between the first mover of ERP implementation and ifs followers.

In order to figure out any possible reasons of such unexpected results, several investors and fund managers
of major investment firms were inferviewed. They reached the two agreements that ERP hardly increases
the fim value. One was mainly due to the misfit between the foreign business processes buit in the ERP
systems and Korean firms” traditional business processes. The other was the possibility of financial deterioration
caused by substantial costs for ERP implementation.
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