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Abstract

This study aims to investigate whether leadership style affects enterprise resource planning (ERP)
users’ continuance intention. Continuance intention in ERP at the individual user level is a key
attitude for survival in many businesses. The long-term feasibility of an ERP implementation in an
organization depends on its continued use rather than its initial use. This paper describes research in
progress that proposes an evaluation of the effects of transformational and transactional leadership
styles via psychological mechanisms of organizational commitment on continuance intention in ERP
in an organization. In this study, continuance intention of ERP is mainly recognized by user
satisfaction.

Keywords: ERP, continuance intention, Transformational leadership, Transactional leadership,
organizational commitment



1 INTRODUCTION

While initial use is a significant element of enterprise resource planning system (ERP) success, it does
not have a direct effect on the anticipated managerial outcomes unless the use continues. However,
compared to the great amount of work done on ERP adoption (Law & Ngai 2007), little systematic
effort has gone into exploring ERP users’ continuance intention over time. ERP plays a crucial role in
firms’ effectiveness and its ultimate success will be determined by its continued use rather than its
initial use (Chou & Chen 2009). Chou and Chen (2009) argued that ERP continuance at the individual
user level serves as an antecedent to the survival of many businesses. Leadership is one factor at the
individual and organizational level that is considered to be a key element in promoting continued ERP
usage. There is a rich body of literature regarding the impact of leadership style on organisational and
individual performance (Piccolo & Colquitt 2006; Wu et al., 2010). Moreover, leadership is positively
associated with work attitudes and behaviours at both an individual and organizational level (Dumdum
et al., 2002). Ke and Wei (2008) emphasized the significant role of transformational leadership in ERP
implementation success and Neufeld et al. (2007) observed the impact of charismatic leadership on IT
adoption. Although these are very important, the mechanisms and processes by which leaders put into
practice their influence related to working attitudes such as ERP users’ commitment in order to
promote continuaed ERP usage has not been addressed in the literature. In addition, no attention has
been directed at examining the influence of leadership styles on ERP users’ continuance intention;
therefore, the nature of this phenomenon needs to be considered in further detail in order to enrich our
understanding and draw useful implications for research and practice.

Bass and his colleague (2003) categorized leadership style into two types, namely, transactional and
transformational leadership. They observed the transactional/ transformational leadership models are
composed of complementary rather than polar paradigms. Further, they argued that both styles may be
connected to the success of anticipated aims and objectives. In line with this reasoning, we attempt to
integrate two significant domains by assuming that transformational and transactional leadership is
positively related to ERP continuance intention. To date, no theoretical or empirical study has
compared the two models of transformational and transactional leadership in influencing ERP users’
continuance intention.

The purpose of the present article is twofold. First, we examine the impact of transactional and
transformational leadership perceptions on ERP users’ continuance intention. Second, we broaden our
framework to examine organizational commitment as a possible mediator of the relation between
leadership style and ERP users’ continuance intention.

2 THEORETICAL BACKGROUND AND RESEARCH MODEL

The theoretical model supporting this study is presented in Figure 1. The model proposes that
leadership style positively affects ERP user satisfaction and ERP users’ continuance intention. Further,
we provide insight into the relationships among organizational commitment factors in the context of
ERP continuance intention. The following sections elaborate on the constructs in the model and the
proposed relationships among them.

2.1 ERP users’ Continuance Intention

Bhattacherjee (2001a) proposed the post acceptance model (PAM) of IS continuance based on
expectation confirmation theory to clarify a system user’s intention to continue using an IS.
Bhattacherjee’s model positively relates intention to satisfaction and perceived usefulness. This body
of research has largely recognized user satisfaction as a significant reason underlying the continuance
usage decision (Bhattacherjee 2001a, b). In the marketing literature, satisfaction is considered to be
integral to constructing and holding a loyal base of long-term customers. Bhattacherjee (2001a) argued
that, in the context of IS continuance, satisfaction with an IS tended to reinforce a user’s intention to
continue using the system. A comparable rationale can be made in the context of ERP continuance
where satisfaction with an ERP would reinforce a user’s intention to continue using the system (Chou
& Chen 2009). ERP continuance has been explored both at the organizational and individual level of



analysis. ERP continuance at the individual user level is crucial to the endurance of many businesses
and the ability to produce continuous profits and sustain long-term productivity for the corporations.
The actual profits of these businesses are determined by the number of continued ERP users.

In this study, we focus on satisfaction (viewed as a pleasurable fulfilment response resulting from an
evaluation) and ERP users’ continuance intention (viewed as behavioural patterns reflecting continued
use of a particular ERP). Satisfaction and continuance intention is directly derived from
Bhattacherjee’s (2001a) model, which is grounded on a concrete theoretical basis that places emphasis
on an individual’s psychological reasons during post-adoption, and which has been positively adapted
to the IS environment.
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Figure 1.The effect of transactional and transformational leadership in ERP continuance intention
2.2  Transformational/Transactional Leadership

Transformational leaders inspire followers to perform beyond expectation (Bass et al. 2003). Based on
Bass et al.” theory (2003), leaders act as mentors and focus on the individual needs of each
subordinate. They provide a sense of mission and vision, create trust, and act as role models for their
employees. Thus, they foster a trusting environment and motivate followers to transcend self-interest
for the sake of the organization.

According to Bass et al. (2003), transformational leadership includes four behavioural elements.
Firstly, idealized influence is the degree to which the leader performs in ways that cause followers to
identify with the leader. Secondly, inspirational motivation is the degree to which the leader
communicates a vision that is pleasing and motivating to followers. Thirdly, intellectual stimulation is
the degree to which the leader meets with expectations, takes risks and examines followers' thoughts.
Fourthly, individualized consideration or individualized attention is the degree to which the leader acts
as a coach to the follower and attends to the follower's concerns and requirements.



Another style of leadership considered to be complementary to transformational leadership is
transactional leadership (Bass et al., 2003). A transactional leader is one who explains to their
followers their tasks, the performance objectives, the responsibilities that must be performed and the
benefits to the followers for acquiescence. This kind of leadership has a priority for risk prevention
and pays consideration to efficiency and time limitations. Transactional leadership is described in
terms of two characteristics: the use of contingent rewards and management by exception (Bass et al.,
2003). We adopt the classification and definition of Bass et al. (2003) for analysing the effectiveness
of leadership styles in ERP continuance intention.

2.3 Transformational/Transactional Leadership and ERP Continuance Intention

ERP users’ continuance intention plays a crucial role in the effectiveness of a firm (Chou & Chen
2009), so understanding how leadership can affect ERP users to promote continuance usage behavior
becomes important. Leadership faces the need to encourage ERP users to continue using a newly
implemented ERP system. Leaders may have to synergize and coordinate the users’ morale and
loyalty, and stimulate them to continue system usage. However, little empirical research has sought to
generally explore how to inspire users to continue using an ERP system. According to Bass et al.
(2003), transformational leaders pursue innovative ways of working, try to find occasions in the face
of risk, favour actual reactions to effective responses, and are less expected to maintain the status quo.
Transformational leaders do not only respond to environmental circumstances, they make effort to
design and produce them.

We believe that transformational leadership can influence ERP users through:

e Idealized influence — Transformational leaders who have high standards of moral and ethical
conduct can influence an ERP users’ intention to adopt or continue to use an ERP system by
producing loyalty from followers and more personal regard.

e Inspirational motivation — Leaders with a clear vision for the future based on organizational
values can inspire ERP users to continue using the system by building confidence and using
symbolic actions and persuasive language.

e Intellectual stimulation — Leaders can encourage divergent thinking in ERP users, challenge
organizational norms and push ERP users to develop innovative strategies for the promotion of
continuance intention.

e Individualized consideration — Leader behaviours can be aimed at recognising the unique growth
and developmental needs of ERP users as well as coaching and consulting with them to continue
using ERP. Such leaders promote continuous intention by providing feedback and linking users’
current needs to the organisation's mission.

Transactional leadership behaviours (Bass et al., 2003) control and monitor employees through reward
and punishment. We believe that transactional leadership encourages frequent usage through:

e Contingent reward — Transactional leadership focuses on the exchange of resources. In other
words, contingent rewards will tend to provide tangible or intangible support and create an
attractive incentive framework to reward system usage to avoid disconfirmation in continued ERP
use. For example, leaders provide appropriate rewards when ERP users meet expected levels of
ERP system use.

e Management by exception — Transactional leadership takes corrective action and monitors ERP
users’ performance as needed to avert users from being discouraged to use the system due to usage
problems. This kind of leadership is focused on setting standards and monitoring users from the
perspective of these standards to continue promoting individuals’ behaviour towards achievement
of the goal. This includes encouraging the reporting of problems to avoid an increase in
dissatisfactory usage experiences.

Consequently, leadership is positively associated with work attitudes and behaviours at both the
organisational and individual level (Dumdum et al., 2002). Accordingly, transactional and



transformational leadership is positively related to organizational commitment, organization
performance, job satisfaction, organizational identification, leader effectiveness and employee
motivation (Avolio et al., 1999; Bono & Judge 2003; Podsakoff et al., 1996; Mowday et al., 1982;
Shamir et al., 1993; Pillai et al., 1999). Therefore we hypothesize:

Hypothesis H1. Transformational leadership is positively related to ERP user satisfaction.
Hypothesis H2. Transformational leadership is positively related to continuous intention in ERP.
Hypothesis hl. Transactional leadership is positively related to ERP user satisfaction.

Hypothesis h2. Transactional leadership is positively related to continuous intention in ERP.
2.4 Leadership and Organizational Commitment

Organizational commitment is defined as the relative strength of belonging and an individual's
assimilation with and involvement in an organization (Meyer & Allen 1991). Former research
proposes that personal and organizational factors serve as antecedents to organizational commitment
(Meyer & Allen 1997). Leadership is one such personal and organizational factor that is considered to
be a key element of organizational commitment (Mowday et al. 1982; Yukl 2008).

The behaviour related to leadership style is considered to be a strong determinant of organizational
success (Laohavichien et al. 2009). Unfortunately, success in promoting users to continue to use an
ERP system can be more difficult than it sounds, and it requires effective leadership to promote
continued ERP usage behaviour. Leadership’s typical approach to inspiring usage or continuance
involves developing rational arguments and inducement policies to influence the users’ behaviour.
Transactional and transformational leaders can influence the organizational commitment through the
use of specific leadership behaviours in interactions with ERP users. The two types of leader
behaviour each have a different primary objective. Transformational leaders are positively associated
with organizational commitment in a variety of organizational settings and cultures (Bono & Judge
2003), and are capable of influencing ERP users' organizational commitment by fostering higher levels
of intrinsic value connected with goal accomplishment, highlighting the associations between users’
effort and goal accomplishment, and by generating an advanced level of personal commitment on the
part of the leader and ERP users to a shared vision, mission, and organisational goals. Thereby, those
users feel committed to their organization, and they are more aware about their ERP usage.

Prior investigation has shown the transactional leadership style to be positively associated with
followers’ commitment, performance and satisfaction (Bycio et al. 1995; Podsakoff et al. 1984).
Transactional leaders affect users' organizational commitment by setting user expectations
appropriately to avoid unnecessary dissatisfaction when using the ERP. The individual's organizational
commitment can be influenced by his or her perceived equilibrium of incentive: the more beneficial
the exchange of resources from the participants’ viewpoint, the greater his or her commitment to the
system (McElroy 2001; Gaertner & Nollen 1989). Dissatisfaction with organizational reward policies
could therefore lead to a fragile commitment to do their tasks. This approach highlights the role of
transactional leadership in relations between individuals and organizations. Transactional leadership
inspires frequent usage through incentives (e.g., tangible rewards such as promotions and pay
increases) as well as assisting employees to address the task and by monitoring operations and role
requirements. Therefore we hypothesize:

Hypothesis H3. Transformational leadership is positively related to organizational commitment.

Hypothesis h3. Transactional leadership is positively related to organizational commitment.
2.5 Organizational Commitment and Satisfaction

Resent research showed that ERP continuance intention is positively affected by satisfaction (Chou &
Chen 2009). Holsapplem et al. (2005) argued that the main reason behind ERP system implementation
failures is users resisting rather than embracing the new ERP systems. Thereby, user satisfaction has
received significant attention at the individual user level from scholars in the IS field (Whitten 2005;
Au et al. 2008). These areas of attention include ERP continuance intention (Chou & Chen 2009).



However, there are few studies that have examined the ERP users’ perspective, particularly the key
factors that contribute to user satisfaction. A study by Bateman and Strasser (1984) indicated that
commitment is causally the precursor to satisfaction. Research has considered organizational
commitment to be an important attitudinal forecaster of employee behaviour and intention (Mowday et
al. 1979). The rationale that organizational commitment is related to continued usage intention is
grounded in social exchange theory (Thibaut & Kelley 1959; Cropanzano & Mitchell 2005).
Commitment in social exchange theory is described as a participant's inclination to sustain a
relationship and to feel psychologically and emotionally involved in it (Wayneet al. 1997). Feelings or
emotions can definitely be symbolized as a direct precedent of behavioural intention (Ortiz de Guinea
& Markus 2009). Therefore, emotional reactions guide proper attitude or behavioural intention (Kim
et al. 2007) where behaviour is measured as continued ERP intention. ERP users who are committed
to the organization can be involved in favourable behaviours, such as ERP continuance usage, that are
assumed to be valuable to the firm’s effectiveness and reflect the important investment in ERP.

According to Ajzen and Fishbein’s theory (1983) of reasoned action, satisfaction reveals favourable
attitudes, the consequence of which are augmented positive behavioural intentions or actions. In a
similar manner, it is anticipated that satisfied ERP users are more likely to continue their use of a
newly implemented ERP system (Chou & Chen 2009). Therefore we hypothesize:

Hypothesis H4. Organizational commitment mediates the relationship between transformational
leadership and ERP user satisfaction.

Hypothesis HS5. Organizational commitment mediates the relationship between transformational
leadership and ERP user’s continuous intention.

Hypothesis h4. Organizational commitment mediates the relationship between transactional leadership
and ERP user’s satisfaction.

Hypothesis h5. Organisational commitment mediates the relationship between transactional leadership
and ERP user’s continuous intention.

3 CURRENT RESEARCH DIRECTION

This research in progress will be carried out in an industrial organization that has implemented an ERP
package. Industrial areas are very information technology-driven. Additionally, the sector is seeing a
high increase in the implementation of ERP packages. This study will apply a quantitative approach
and survey to collect data. ERP users from two industries are the target of this study. Responses are
transferred from the survey to SPSS. The structural equation modelling tool of SPSS and partial least
square are the main analysis methods used to test the hypotheses and to identify the direct and indirect
effects between the constructs of the proposed model. Furthermore, the reliability of each factor is
calculated by using confirmatory factor analysis.

4 RESEARCH CONTRIBUTION

Our study proposes three major contributions to the research into IT innovation. First, we investigate
the extent to which leadership styles affect ERP users’ continuation intention. Although numerous
studies have previously examined the effect of leadership on ERP success, less consideration has been
devoted to understanding the role of transactional and transformational leadership styles in the ERP
continuance context. Second, we compare the two models of transformational and transactional
leadership in influencing ERP continuance intention. In the literature, these two constructs have not
been compared in the context of ERP continuous intention. The two types of leader behaviour each
have a different primary objective. Transactional and transformational leaders can influence the
continuance intention in ERP usage through the use of particular management conduct in interactions
with ERP users. Third, we extend the prior research on commitment and leadership style to the ERP
continuance phase. Our study suggests that organizational commitment, as an operation for the social
exchange perspective, is an important way for ERP users who are working with
transactional/transformational leaders to form continuous intention in the ERP system.



5 CONCLUSION

Recognizing the need for knowledge in ERP usage, scholars have recently begun to revise the subject
in more detail. Clearly, understanding how to stimulate continued ERP usage is crucial for most
organizations to consider. Since ERP continuance intention at the individual user level is a key attitude
for survival in many businesses, we applied transformational and transactional leadership constructs to
the ERP continuance context and explored how organizational commitment could act as a mediator in
the relationship between transformational and transactional leadership and ERP continuance intention.
Our study can provide enterprise system managers with a better comprehension of how they can use
transactional/transformational leadership behaviours and approaches to inspire users to form the
intention to continuously use the ERP.
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