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Abstract

When thousands of Chinese companies have implemented ERP systems as a means of optimising
business processes and improving management efficiency, how to realise the full benefits promised by
these systems and achieve continuous ERP success emerges to be the real challenge faced by
practitioners. This paper reports on an empirical study that aimed to examine and explore factors
that can affect ERP performance and even trigger ERP post-implementation failure in the Chinese
context. The research took a Chinese manufacturing firm, which recently failed in ERP exploitation,
as a case study. It adopted an inductive research design supported by in-depth interviews and
participative observation as the main methods of data collection. The findings identified that ERP
exploitation failure in the case company was not just caused by technical pitfalls of the system, but
mor e importantly was also attributed to critical problems related to top management, I T professional
and system users. By drawing on the findings of the case study, the researchers identified a list of
key lessons and recommendations that are valuable for helping Chinese companies to play more
successfully in ERP usage and exploitation.
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1 INTRODUCTION AND BACKG ROUND OF STUDY

Tradtionaly, information systems (IS) were developed by using different data repcasitories and
programming languages to suppat a single businessarea. These IS apdicaions are very oftentotally
isolated andcanrot exchange daa with eadh other, which resulting in very low efficiency of their use
but extremely high maintenan@ cost (Peng arnd Nunes, 2008). This phenanenonis described as
“idands of automation” (Loonan and McDonagh, 2005, which is widely perceived as one of the
major chdlergesfaced by thelT indwstry inthe197Gsand 198s (LaudonandLaudon, 206).

Enterprise Resource Planning (ERP) systems, which are cross-fundiond IS packayes, emergedin the
1990 as anessential solution towards resolving this IS integration issue (Laudon andLaudon 2006).
ERP corsists of a set of software modues tha am to collect data from various key overlappng
business processes, as well as storing the cdlected datain asingle and canprehensive databese where
they can be shared by other parts of the firm. As a consequence ERP alows information that was
previoudy fragmertedin diff erent isolated systems to flow seamlessly throughout the entire business
andalso facilitates compary to integrate its discrete business processes from different functions into
enterprise-wide pocesss (Shehalet al., 2004; Laudn andLaudon, 206; Perng andNunes, 20(B).

These features of ERPs have resulted in a continuing high implementation rate of such integrated
systems in moden comparies in receit yeas (Buonannoet a., 2006). In China in particular,
comparies often set ERP implementation as atop priority in their IS development agenca (Panet al.,
2009. Inlight of thisfad, Chind s ERP sales has grown dramatically from US$ 70milli onin 2000to
US$ 1.04 dlionin only thefirst haf-yea of 2008(Liang andXue, 2®4; Peng andNunes, 200%).

However, when more and more comparies reached the “go-live” milestone of ther ERPs, how to
acheve the full capadties andberefits of the system in the post-implemertation phase emerge to be
therea challenges facal by praditioners (Willis and Willis-Brown, 2002 Perg and Nunes, 2009).
In paticular, Liang and Xue (2004) stress that ERP innovation is an ongoing process during which
many condtions could change. Thus, evenif the system is implemenrted, it does not necessarily lead
to efficient ERP performancein the long run, which in turn can significantly impad on business
compeence(Gattiker andGoodhue, 205).

Dueto these fads, ERP post-implementation emerges as anincreasingly important topic that requires
immedate attertion from IS researchers. However, despite the needfor research in this area, currert
studies on ERPs focus largely on system implementation and project management isales (eg. Gupta
et a., 2004; Kim et al., 2005, Woo, 2007). In cortrast, there is a scarcity of studies addessing the
organisational exploitation of ERPs after theimplementation phase (Peng andNunes, 2008b).

As one of the few exceptions the study of Liang et al. (2007), puldished in MIS Quarterly,
investigated hav ingtitutional pressures andtop manayemert commitmert can dfed ERP assimil ation
andthe degreeof its usage. Anather recent research by Perg andNunes (201038 identified arange of
cultural, organisationd, and tecmical barriers and risks that can trigger ERP paost-implementation
failure in China. However, when these previous studies producd a set of genealisable findings by
using crosssedional questionnares, they did not explore in-degh human insights into the ERP
exdoitation issues under investigation. Giventhe close link between ERP andits apgdication context
(Xue et a, 200), there is a clear need of more in-depgh case studies to investigate the post-
implementation phenomenonin different specific cantexts (e g. China).

Therealisation of these research gaps motivated our in-depgh case study preserted in this paper. This
empirical study focused on a failure case of ERP post-implementation in China By using in-degh
interviews and participative observation, the study identified andexploredinductively a set of critical
factors and issues that led to ERP exploitation failure in the context of a Chinese manuaduring firm.
By drawing on the findings of the case study, the researchers identified a list of key lessns that are
valuale for helping Chinese canpariesto play more successfully in ERP usage and asimil ation.

The paper is structured as follows: the next section presents the research methoddogy andthe case
compary in details. Sulseguenly, the reseach findings are presented, followed by a discussion of
thelessonlearned. Thelast section discusses theimplications of the study, with condusions drawn.



2 RESEARCH METHODOLOGY

2.1 Resea ch Question and Case Sudy Approach

Theresearchreportedin this paper aimedto arswer the question:
“What factors will make ERP fail in the post-implementation phase in Chinese firms?”

Accading to Saurders et al. (2003), a case study is especialy capdle of genegating answers to
“wha” research questions as the one set out above. Furthermore, ERP post-implementation is a
context-related phenaneron. As such, it is difficult to draw anexplicit line to sepaate ERP from its
apdication context (Pan et a., 2009, Xue et d, 2005; Newell et a, 2000). Therefore, when a case
study is particularly useful in obtaining in-degh qualitative evidence to investigate “a contemporary
phenanenonwithin its rea-life context” (Yin, 2003; Eisenhardt, 1989 Bentast et a., 1987), the
suitability of a case research appoachis further justified. Given these considerations, a case study
design was admtedfor this research.

However, it should be noted that giventhe limitation of the case-study, the results of the research will
naot be easily genealisable to all compariesin China. In other words, the ab@e reseach question an
only be patialy addessal by this paper. Nevertheless, it is hopedthat the study, together with
foregoing IS reseach (Liang et al., 2007; Perg and Nunes, 20108), will provide researchers with
deeper insights into ERP post-implementation isaies in the Chinese context.

2.2 Case Description

The Chinese compary involvedin this case study is NYE (the red name of thefirm is disguised for
corfidentiality purposes). NYE is a state-owned enerprise (SOE), which has over 58yea
opeaationa history. It curertly employs abou 450staff, with anrual revenueof 170 milli on RMB.

In the 19905, the conpary was thelargest manuacturer of €ectronic andtelecommunication products
(eg. TVs, hi-fis, DVD players) in the Guangdong region in China. However, dueto the cowuntry’s
cortinuaus economic reform andthe ertrance of foreign comparies into the gradudly openChinese
market, Chinds businessenvironmert has become increasingly competitive (PengandNunes, 20093.
As a consequerce, NYE is experierncing escalating econanic and market pressure in recent yeas.
Moreover, in response to the national SOE reform policy (Garnaut et a., 2006:46-50; Yusuf et al.,
2006156-157), the compary undewent a process of internal restructure andtransformation in 2002
After thisinstitutiond reform, NY E canno longer receive substantial support (e.g. funds and financial
suppat) from the governmert as it did in the past. This charge has certainly raised further
opeational andfinarcia problemsin thefirm.

Facedwith these very hard condtions, in 2003NYE implemernted ERP as a mears of replacing its
legagy systems to improve efficiengy and competitiveness. However, after using the system for a
number of yeas, the compary expeienceda set of critica ERP exploitation problems, which made
manayers and sers perceive that the ERP investment was in fact asignificart failure.

2.3 Data Collection

In order to identify and explore ERP exploitation chdlenges and isales in NYE, this case study
followedaninductive approach. In-deph interview was used as the main method of data cdllection,
whichis supplemented by paticipative olservationto endle triangulation (Yin, 2003.

The interview schedile was semi-structured and used opernendedquestions that focused on each
interviewee' s understarding of, experience with, and concerns abait the implemernted ERP system
andits usage. Different sets of interview questions were developedand used to exdore ERP isdles
related to the roles of interviewees (eg. IT manayer, system users). Moreover, al interview
instrumerts were aiginaly developed in English andthentrandlatedinto Chinese (which isthe native



language of all interviewees). The Chinese version of the interview instrumerts was one that being
used. Consequertly, 18 in-depth interviews were conduded with key members that have direct
ergagemert with ERP in the firm, namely the managng director, the IT manayer, andmanagers and
users in the four main depatmernts (i.e. sales, finandal, production, and purchasing depatment)
(Tade 1). All interviews were digitally recordedwith prior permission, andastedfor 40 minutesto 1
hou. In order to erhance the trustworthiness of data (Robson, 202; Saundkrs et a., 2003), written
transcription was done onthe same dg that the interview hadtaken pace.

Position Number
Managing direcor 1
IT manager and staff 3
Departmental managersin:
Salesarea 1
Financial area 1
Production area 1
Purchasing area 1

System usersin:

Salesarea 2

Financial area 3

Production area 3

Purchasing area 2

Total 18
Table 1. Number and positions of interviewees.

In addtion, participative observation was used to gain further insights abait how the current ERP
system was adually used and exploited by its daily users in the compary. This participative
ohservation was conducted using a structured observation schedule that framed the processitself and
enalbed the researcher to interad with theinformarts. Conversations and adivities were recorded by
taking nates andthe use of afield diary.

2.4 Data Analysis

The data cdllected was aralysed by using a thematic andysis approach. Thematic andysis is one of
the predaminant techniques to be used for aralysing quditative daa (Christofi et a., 2009). Itisa
processof seaching, identifying andexdoring codesandthemes that emerged as “important to the
description of the phenanenon” (Daly et al., 1997), through “caeful reading and re-readng of the
daa’ (Riceand Ezzy, 1999258). Fdlowing guiddines givenby prior researchers (Braun andClarke,
2006 Rice andEzzy, 1999, the thematic aralysis conduded in this study corsisted of five stages, as
summarizedin Table 2

Stage Description of the process
1.Getting familiar with the data Getknown the databy reading and re-reading the dataset
2.Coding the data Developing the coding scheme, and coding the textual data in a

systematic fashion acossthe entire dataset by using NVivo.
3.Connectng codes with themes Collating codes into themes, gathering all datarelevant to each theme.

4.Reviewing themes & developing Checking if the themes work in relation to the coded quotes and the
concept maps entire dataset, generating concept maps of the analysis.

5.Repotting findings Final analysis of selectal quotes, relating results bad to the reseach
guestion & literature, presenting findings.

Table 2. Five stages of the thematic analysis.



As a result of the daa analysis, the researchers identified and explored a set of 11 critical ERP
expdoitation issues experiencedby NYE. These idertified ERP problems were locdised around four
main caegories/themes, namely top managemen, IT professional, system user ard system-related
isaues. In order to organse and represent these findings systematicaly, a conceg map was used.
Concepp map is a “graphical tod for orgarizing and representing knowledge [...and includes]
concepts, usudly erclosed in circles or boxes of some type, and relationships between concepts’
(Novak and Cafas, 2006). It is a useful tod for sharing, discussing andrepresenting concepts and
findings derived from quditative data aralysis (Nunes et al., 2006). Following these guiddines, a
concet map was produced as shown in Figure 1. Radiating from the certre of the map are the four
key problem areas identified, which are in turn linked to spedfic ERP problems andtheir associated
impad as emergedfrom daa. This concept mapwas thenused & theframe for repating the findings

in the nect sedion.
Gaem fragmentation C Cwuov data quality C D"é';x"cg‘:"f;:ve
Ingopropricte
system usage

Lackof ERP fund
Lack of top

management
support

Top Short-term
management thinking Lackof ERP plan

Lackof top
ERP Failure management suppart
Factorsin NYE Do not empower IT
anager

Difficult to promote
ERP umge

]

Central theme

IT expets lack
ERP and PM analysis
knowledge

Lad of detaled
requirement
andysis

Problem areas

Identified
ERP problems

Resuled impact

Figure 1. Concept map of research findings.

Moreover, al data gathered through interviews and observation was originally in Chinese. Theinitia
temptation of the researcher was to trardate the full set of interview transcriptions from Chinese to
English prior to data arelysing. However, as highlighted by previous researchers (Twinn, 1997;
Temple and Young, 2004, misrepresentations, misinterpretation and errors can often occur during
trandation. As a consequence,the origind mearng of the data in the transcription may be relatively
charged or lost after the trarslation process, which in turn impading the developmert of codes and
themes from the data and also affecting the qudity of data analysis (Twinn, 1997). Due to these
corsiderations, the data analysis processin this study was carried out based on the original Chinese
data set. Subsequently, only selected quotes were trardated into English in order for them to be
presertedin the finding section. It was deenedtha this approachcould help to reducethe probability
of potential translation errors, and thus raise the quality and cedibility of findings.

3 RESEARCH FINDINGS

3.1 Case Analysis—1Sand ERP Usagein NYE

NYE hasitsown IT department to beresponsible for dl 1S-relatedisaues (e g. system implemertation
and maintenaice). Prior to ERP implemertation, the compary aready had rich experierce in
adoping and wing information systems, asintroducedby the T Manayer of thefirm:

Information system is certainly not a new concept to us. In the mid 1980, a small software programme
was developed by our in-house staff to suppott the hitherto manual processes of bodkkeeping and stock



control. The development and use of this ealy system were very successful. Our people enjoyed using
it and were actually amazed by the power of IT. TheIT department was thus established in the 1990s.
Since then, more and more IS applications had been used in our different individual functions, e.g.
sales, finance inventory, production and purchasing (IT Manager).

Inthe ealy 2000s, ERP became very popudar in China. Also at the same time, facedwith the neav and
more compeitive businesservironmen (as discussed in section 2.2), the top manayemert team of the
compary redisedthat “thelegacy isolated systems and thetraditional manayement mode hadbecome
gradudly inefficient in supporting our business needs’ (Managing Director of NYE). Dueto these
reasons, the top manayement team took a strategic step to discard the traditional systems by investing
almost 1 million RMB in purchasing a new ERP system in 2003. Giventheir previous successin IS
adopion and wsage, manages and staff of the firminitially felt “very pcsitive ard motivated abat the
ERP project” andexpected tha “ERP canhdp us to enhan& our core competitivenessandstrengthen
our position in the market” (IT Manayer of NYE). After 9 months of implementation, the system
wert live in mid 2004. By thetime of data cdlection, ERP hadbeenin use in NYE for more than
four yeas. Neverthdess, the actua outcomes of ERP innovation in NYE were found to be far
differert fromthefirm's origind expedations:

In my understanding, an ERP padkage should be an integrated system. However, in my firm, | fed our
ERP is more like a fragmented system, of which different parts are like independent islands and have
not been properly integrated together (Managing Direcbr).

| am very disappadnted with our ERP system, which is full of inadequate dataat the moment. Instead
of suppotting our daily operation, the system just messed up so many things. As aresult, we currently
till have to use the legacy systems to do the job, and the ERP system is only there for show. | cannot
seethe future of using this system (Production Manager).

These statements clearly show that ERP exploitation in the case company was fraught with
undesir able outcomes anddisappointments. The Fnancial Manager of the firm condudedtha:

The initial idea of implementing an ERP system was good, but the outcomes now show that this
investment is in fact a crucial failure. This in turn drives our company into a more serious crisis
(Financial Manager).

As mertionedin section 2.4, the aralysis of the in-depth qualitative daa collected idertifies a variety
of critica problems that led to this significant ERP failure in the case compary. By using the
established concept map (Figure 1) as scaffolding, the following sedions disauss intensively these
ERPisalesin the cantext of NYE.

3.2 Top Management Issues

Despite the fact that the ERP project was origindly initiated by the top managenert team, ladk of
adual support from top manajers was found to be one of the major ERP problems in NYE.
Spedficdly, athough top manayers of the firm cortinually claimed the importanceof the system,
they seem to make only verba suppart rather than actua commitmert to both ERP implementation
and exyloitation, as cogertly statedby the T Manager:

Our top managers often state that ERP is an important and useful todl for the business But other than
that, they neither drive nor get involved in any spedfic ERP activities during either the project or
maintenance stage. They tend to adopt a hands-off appraach on most ERP issues and rely merely on
the middie management to handle these prodems (IT Manager).



In fad, owing to a hitherto cerirali sed manajement system, top manayers in Chinese comparies often
had very strong power and auhority (Martinsons and Westwood, 1997; Perg and Nunes, 2010b).
Their contribution and engagement are therefore crudal to coordinate the very chdlerges (eg.
depatmental corflicts) that canarise during ERP innovation (Gargeya and Brady, 2005. As such,
when top managemert involvemert in ERP was very limited, the IT Manayer of NYE fourd that
“different departments are often not willing to cooperate, and departmental argumerts related with
ERP usage are very difficult to resolve”. Worst of all, further andysis of the interview daaidentified
tha, probaly in order to remain strong cortrol on most orgarisational aspeds, top manaers in the
firm were nat willing to asdgn substartia power to thar subadinates (eg. the IT manaer). Asa
corsequerce, the IT manage further claimed that she “was not sufficiertly empoweredto either ded
with user resistance or promote businesscharges entailed by ERP”.

On the other hard, since Chinais currently at a rapid developmen stage, econamic and market
ernvironments of the country are charging quickly and corstartly. In order to read fast in this fluid
business ernvironmert, top managers in Chinese firms may be indinedto adgt short-term thinking
and paming, asinthe caseof NYE:

As the Managing Direcor of the company, the things that| care most are how much sales we are going
to make this month, and whether all departments can meet their monthly targets. | do not have time to
think about where the company will be in the next 5 yeas, nor predict the uncertain future. | worry
more about how to seaure survival of the company at the present moment (MD of NYE).

However, such short-term thinking of top managemert is not corndudve to the long-term expoitation
of ERP systems, as corfirmed ky thel T manayer of the compary:

Our top managers are willing to invest, say 1 million, in ERP implementation, but they then expect
everything to be done in one go and no substantial ERP cost will arise afterward. However, this is
cetainly not the case in redity. When they are asked to invest more in ERP maintenance and
enhancement, the top managers are very reluctant to do so (IT Manager of NYE).

It clealy emerged from this statemert that top manayers of NYE considered ERP as a one-off
investmert rather than a continuous endeavour. As these managers were blinded by ther short-term
view, andalso because of a ladk of understanding, they were not willing to assign sufficient fundto
maintain, improve or upgradethe installed ERP system. ThelT Manayer concludedthat “thisis one
of the major reasons why so many technicd pitfals of ERP have nat beenmodified after a number of
yeas, andwhy the system has not been poperly enfancedto med emergen user need’.

3.3 IT Professional and Related System Issues

Eff ective ERP maintenance and erhancemert rely on continuaus effort and contribution of a large
amourt of IT experts. It however became appaent from the interviews that due to high market
demand of this type of professional, the IT departmert of NYE is currently short of qudified and
skill ed staff:

In recent yeas, marketdemand for skilled IT experts has been very high, which resultsin high turnover
of our IT people. We used to have 25in-house I T staff before 2000, but now including myself we only
have 3 IT experts remaining in the firm (IT Manager).

Dueto a severe shortage of in-house IT experts, the Sales Manager highlightedthat “the implemented
ERP system was often nat properly maintained, e g. redurdart daa of the system was not regularly
purged, and technicd bugs were not spedlily identified and resolved. These problems in turn
significantly affect system peformance ad reduceuser satisfadion”.



Apart from staff shortage, further aralysis of theinterview data indicates another criticd issue existed
inthelT tean. That is, the IT manager, who was also the ERP chanpion committed to overseethe
ertire life cycle of ERP implemertation, did not have sufficient skills and knowledge for managing
IS'ERP deselopmert projects:

| was a programmer before getting promoted as the IT manager of the firm. So my badkground is
concerned more with technical aspects rather than businessaspecs. When we initiated the ERP projed
in 2003 the concept of ERP was very new to me and | also don’t have any IS project management
experience However, dueto alack of internal IT experts, | was just assigned the role (IT Manager).

Consequently, the ERP project team, led by this IT manaer, failed to erngage system users at the
implementation phase to develop detailed requirement ardysis, as highlighted by the Financia
Manayer of thefirm:

During the implementation process the ERP team had just come to us once to ask what we want from
the system. Thisis obviously insufficient. Also they have not produced any documents to record user
reguirements afterward. In fact, they seemed to just select and purchase a set of standard ERP modules
from the vendor without assessing how these modues should be passbly customised to meetour needs
(Financial Manager).

This unfortunate omisgon has led to significant misalignmerts between ERP and the organisation,
which in turn resulted in grea user disappantmernt and dissatisfaction at the post-implemertation
stage, & clealy statedby the Sées Manayer:

Since many important user requirements were not captured in implementation, the ERP system was not
properly designed and configured to suppott our daily jobs. When using the system, we identified so
many misfits between what we actually need and what the system can do. We have been urging the IT
department to revamp the system to resolve these misalignments as soon as possble (Saks Manager).

When asked how the implemented ERP system can be recafigured and enharced to satisfy user
need, the IT manayer respondel that: “given the complexity and inflexibility of ERPs, it is very
difficult and extremely expersive for us to make substartia modifications to the system onceit has
gonelive. We aso do not have sufficient ERP fund to do so. However, users in the compary
obviously do not understand and accept this situation. This has cawed continuous argumerts and
gred tension between the IT depatmen andsystem users at theexploitation phase” (IT Manager).

3.4 User and Related System Issues

Whenthe implemented ERP system does not adequately fit in the compary’s current work practices,
an alternative solution is to improve and modify existing business processes and structure of the
organisation to suit the new ERP environmernt (Newman and Zhao, 2008; Christofi et al., 2009).
Recanising the needof businessprocess reergineering, the Manajing Director of NY E claimedthat:
“we have manajedto do a grea job to reergineer mary spedfic processes in various key fundions,
such as customer order gathering and entering, material receiving and requisition, invoicing, ard
related approval procedures performed by manayers, etc”. Curiously, when asked whether users felt
positive alout this new business mode,the Financial Manager told adifferert and shodking story:

The new business processes, acaompanied with the use of ERP, just represent an ideal model of work
practice In reality, most people in the company still just do their work in the traditional way by using
the legacy systems, which are the de facb systems that people actially use to store and processdata
They will only input the same datg which they have already entered to the legacy systems, into ERP
when they have time. Consequently, datastored in the ERP system is always incomplete and fraught



with errors. As such, no one can rely on dataof the ERP system, and we till have to use telegphones or
face-to-facetalk aswe did in the past to inform each other what has been done (Financial Manager).

It became appaent from this statemert that although the compary has madean effort to redesign its
business processes, the new work pradices are not adually beng followed and adoged by users.
Moreover, andvery surprisingly, athough ERP has beenin opaationin NYE for a number of yeas,
it is not the defacto system to be used by system users to support their daily jobs. Many users might
pretend to be willing to use ERP, but in fact they did not make an attempt to adap to the ERP
ernvironment andjust used the legagy systems rather than ERP to process and store important data.
This clearly shows that although system users did not operly reject the ERP system probably in order
to avoid persond risks, they hadstrong resistanceto its use.

Further analysis of the interview daa identified tha misalignmen beween ERP fundionality and
user needs (as discussed in section 3.3) was the initia reason that led to user resistance and
dissatisfaction. Moreover, becaise top manayers failed to provide tangible support to ERP and the IT
manayer was not adequately empowered (as discussed in sedion 3.2), no effective actions (eg.
implement strict ERP rules to impose adequate system usage, purish user mistakes by saary
deduction) were takenin the last few years to manage, control and regularise user activities. When
users did naot receive adequate pressure andinstruction from the managemert andalso did not needto
take any corsequeces even if they had made signifi cart user mistakes, they becane increasingly
indifferent and careless when operating andusing the ERP system. Due to such inappopriate system
usage, a lot of incamplete, duplicate ard inadeaiate data was entered and stored into ERP.
Consequently, the Finarcial Manager condudedthat:

Datain the ERP system has now become fragmented and unusable. Since ERP requires very high data
acarracy in order to work efficiently, poor data quality made the implemented ERP system fail
substantially in exploitation (Financial Manager).

4 FURTHER DISCUSS ON AND LESSONS LEARNED

Following the investigation of the failure case at NYE, the researchers idertified a list of valuabe
lessons and recanmendadions, which fellow Chinese manayers should be particularly aware of, in
order to increase the possibility of ERP success:

* Previous IS expeiene is frequently mentionedin the literature as a critica factor to drive ERP
sucoess (Zharg et a., 2008; Leidner and Kayworth, 200§. However, the failure case of NYE
clearly indicates that evenif comparies have been very successful in previous IS adogion, they
still may not easily hande the implemenrtation and exploitation of ERP, which is very diff erert
from traditional 1Ss and may very often be the most sophisticated, expersive and influertia
system tha comparies have ever adopted in their hitherto IS history. Therefore, Chinese
manayers and users in these comparies should not be blinded by ther previous IS success and
also canna become over-optimistic towards ERP adoption and usage. Careful plaming, thinking
and &en brainstorming are always necessary when ading with ERP issues.

* Theroleof IT manayer or ERP championis of paramourt importance to ERP success (Nahet al.,
2003, andtherefore must be carefully selected. It is paticularly dargerous and problematic if
this critica role is undertaken by a fairly inexperienced IT manager who may be strong in
programming but have limited ERP knowledge andproject managemert skill s. As in the case of
NYE, the project tean, led by a less qudified ERP champion, made some critica and
unforgivade mistakes (e.g. fail to conduct detailed requirement aralysis), which caused
significant system usage difficulties and problems at the post-implemertation phase. Moreover,
the ERP manayer must be adequately and sufficiently empowered in order for them to manae
user resistance, resolve departmert conflicts, andpromote charnges resulted by ERP use. Nahet al.
(20M3) thus state that it will be a good practice to assign a serior exeautive or top manayer, who
also has extersive system and poject knowledye, to be the ERP champion.



e IT manaers in Chinese firms canna just conveniertly purchase a set of stardard modues from
vendas without comprehensive analysis of organisational need. In fad, user neals must be
properly identified, analysed and documented at the early stage of ERP implemertation. A
detailed specification of user requiremerts shoud be kept ard usedthroughou the ERP life cycle
to guide system/modue sdection, customisation, configuration, and also erharcemert. Ladk of
or having deficient requirements ardlysis and specification will result in substartial
misalignmerts between ERP fundionality and user need, as in the case of NYE. Given the
inflexibility of ERP andthe limited resources avail able in mary Chinese firms, it is reasonable to
argue that nat many companes may be willing or alde to revamp the implemerted system to
remove these misaignments. As a corsequeice, the ERP system will not be alde to deliver
benditsto users.

* Top manayers play anextremely importart role to ERP innovation, as their attitudes “will aff ect
nat only the flow of funds and information to the projed, but [more importartly] aso the
subardinates view the project” (Gargeya andBrady, 2005. In order to ensure continuous system
and business sucaoess top managers in Chinese comparies should corsider ERP as a long-term
ende&our rather than a short-term or oneoff investment. Therefore, sufficiert fund should be
assgnedto emsure efficient ERP maintenance anderhancemert. Moreover, they shoud be aware
tha verbal commitment will not receive too much effed, andthat managers and users may often
show poa cooperation in deding with ERP problems until they see actual engagement of top
manajemert. As such, Chinese leaders need to be prepered to provide tangible and sustained
suppat to ERP exploitation.

* Modifying andredesigning currernt business processes to fit in the new ERP ervironmert is very
often fundamental towards resolving misfits between ERP and the compary. However, after
business process reengineging, Chinese comparies aso need to apply efficient charge
manajement techiques to ersure that the new business modd is actually beng adopted by users
in their daily pradices. As discussed above, top managemert commitment is certainly the key to
make this happen. Moreover, a set of rigorous ERP palicies andrules should be developed ard
implemented strictly to ersure constart and proper use of the system in thelong run. Inadegate
use of the system canresult in poa data quality, which canthen contribute to significant ERP
failure ard even businessdisasters at the pat-implementation phase.

5 CONCLUSIONSAND IMPLICATIONS

By drawing on rich qualitative evidence derived from an empiricd case study, this paper presented
and dscussedarange d critical issuesthat can leadto ERP expoitation failure in Chinese canparies.
The findings of the case study show tha, certain ERP problems (eg. deficient system design) tha
user comparies ena@unter in post-implemenrtation canbe caused by mistakes and misjudgemerts (e g.
deficiert requiremerts specification) being madein the implementation phase. Whencomparies aso
fail to manaye andrespond promptly to the various organisationa and business condtions changing
overtime (e g. emergent businessneeds, inadeaiate user behaviour), severe problems of system usage
andmaintenancecanarise.

Moreover, the mgjority of ERP problems identtified are in fad organsational and manayement
problems (eg. lack of tangible support from top managemen, IT manaer lacks power and ERP
knowledge), which in turn canresult in critica system isaues (eg. misfits between ERP and user
need, poor data quality) that evertualy will trigger ERP expoitation fail ure. These findings thusled
to avery important andmearingful conclusion: potential fail ure of ERP in Chinese comparies cannot
be simply attributed to system problems (eg. software padages and ICT infrastructure), but more
importartly should be attributed to business and organisational problems, in partticuar human
problemstha are relatedto top managers, IT experts and system users.

The results of this study have important practical and research implications. In practical terms,
although the problems identifi ed and recommendadions drawn are specifi ¢ to the case compary, they
are likely to be mearingful andvaluable for other Chinese firms, especially for those that are engaged
in similar business sedor and context as the one studied. Moreover, the overall lessons learned ard



discussed provide useful insights for helping Chinese comparies to play more successfully in ERP
expoitation and diffusion. Also giventhe fact that Chinese manayers are traditiondly less willing to
disclose problems and failures to externd bodies in order to preserve their own andor their firms
images (Perg and Nunes, 201(), the findings derived from this failure ERP case in China are
paticularly valuable. In research terms, this study addedto the knowledge of ERP in geneal, ard
contributed to the research gaps of ERP post-implemertation in Chinese firms in particular.
However, sincethe study examinedonly onecase, further empirica research onthe same subject area
is highly recanmended.
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