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| nfor mation Systems as Redistributors of Power

Interpreting an ERP implementation from a stakeholder perspective

Albert Boonstra

SOM theme A: The human and technical side of production: the management of
interdependencies

Abstract
ERP systems are software packages that enable the integration of transactions oriented data and business
processes throughout an organization. ERP implementation can be viewed as an organizational change process:
many problems related to ERP implementation are related to a misfit of the system with the characteristics of the
organization. This article uses the evidence of a case study to uncover some important dimensions of the
organizational change issues related to ERP implementation. The study shows how ERP implementation can
impact the interests of stakeholders of the ERP-system and how these groups may react by influencing the course
of events, for example by altering the design and implementation in ways that are more consistent with their
interests. Understanding the possible impact of ERP on particular interests of stakeholders may help project

managers and others to manage ERP implementations more effectively.

Key words
ERP (enterprise resource planning system), stakeholder analysis, implementation, organizational change, change

management, power, politics.



I ntroduction

ERP systems are commercial software packages that enable the integration of transactions oriented
data and business processes throughout an organization (Klaus et a. 2000). From abasein
manufacturing and financial systems, ERP systems may eventually allow for integration of inter-
organizational supply chains (Markus et al. 2000; Fowler et ., 2003). Because these systems affect so
many aspects of a company’sinternal and external operations, their successful deployment and use are
critical to organizational performance and survival. In the case of ERP successful implementation is
urgent, since the costs and risks of these technology investmentsrival their potential pay-offs. Failures
of ERP system implementation projects may lead to bankruptcy (Bulkely, 1996; Davenport, 1998;
Markus et a, 2000; Markus and Tanis, 2000; McAfee, 2003; Fowler et a., 2003). A study of 100
projects by Sirkin and Dikel (2001) found that their sponsors considered them successful in only one-
third of the cases and that tangible financial impact was achieved in only 37% of cases.

A study of Markus et a. (2000) shows that many problems related to ERP implementation are related
to amisfit of the system with the characteristics of the organization. Thisis consistent with the finding
of Davenport (1998), who argues that ERP ‘tends to impose its own logic on a company’s strategy,
culture, and organization’ which may or may not fit with the existing organizational arrangements.
This means that ERP implementation can be viewed as an organizational change process, rather than

as the replacement of a piece of technology.

This article aims to uncover some important dimensions of the organizational change issues around
ERP implementation by focusing on how ERP implementation can impact the interests of stakeholders
around the ERP-system and how these groups may react by trying to influence the course of events
and to alter the design in ways that are more consistent with their interests. Understanding the
possible impact of ERP on particular interests of stakeholders may help project managers and others to
manage ERP implementations more effectively (Boddy, 2002). The paper draws mainly on a two-year

study of an organization that tried to implement an ERP-system in three of its business units.

So the specific contribution of this paper is to show how the outcome of ERP-system implementation
can be affected by the meaning, which various stakeholders attach to the system, and by the actions
they take throughout the project. There are just few descriptive accounts of how groups and
individualsin organizationsinterpret | S-proposals and how they respond subsequently (Levine et al.
1995). Especially empirical case studies that focus on the role of politics and stakeholdersin relation
to IS-implementation are scarce (Knights et al., 1992; Levine et a., 1995; Markus, 1983; Nobleet al.,
1993; Pan et al., 2003). Asaresult, our insight into the role of stakeholdersin the design and
implementation of |S-applicationsin general and of ERP-applicationsin particular is constrained,



which means that we have a lack of understanding of why groups and individuals act in the way they
do. This paper aimsto contribute by providing insight in the role that different stakeholders may play
during ERP-implementations. Based on thisinsight guidelines will be offered to manage politics
related project risks during ERP implementations. The usual qualifications regarding single case
studies clearly appliesto this research (Yin, 1989). In defense of the method, however, we do not
claim to be providing empirical factsto generalize to awider population of organizations, but
theoretical insights that may be applied in varying contexts. No doubt in such applications, results will
differ but we would anticipate certain aspectsto remain pertinent regardless circumstance. Thisis
because, we suggest, power and stakeholder relations prevail in almost all humanly organized

endeavors.

Backgrounds

The empirical research for this paper wasinformed by interpretive (Walsham, 1993), processual
(Dawson, 1994) and integrationist (Orlikowski, 1992) models of change. These models emphasize
how various groups of peoplein organizations may have different interpretations of an information
system that may shape their actions and influence the implementation and evolution of the IS
(Walsham, 1993; Boonstra, 2003b). The change view isrooted in socia constructivism, which studies
the meaning that people attach towards a particular technology (Pinch and Bijker, 1997). Social
constructivism found its way to IS research by the so called interpretive approaches (Orlikowski,

1992; Wad sham, 1993) and emphasi zes the subjective meanings that actors ascribe to an information
system, which are based on particular interests, preferences, history and so on. From this view, system
implementation can be explained by studying the interplay of attitudes and actions of various

stakeholders, which may change over time (Dawson, 1994).

Pettigrew (1973, 1985, 1988) argues that organizational change can be understood by considering the
interactions between the substance, context and process of change in the organization. He also
suggests that the change agent must be willing to intervene in the political systems of the organization,
and to legitimate the change in the face of competing proposals and ideas. Bennis (1984) suggests that
management of change is * management of meaning’, or with attempts to establish the credibility and
legitimacy of particular definitions of problems and solutions with others, and to gain consent and
compliance (Buchanan and Badham, 2000). Dawson (1994) devel oped this processual perspective on
change more fully and argues that, to understand change, we need to take into consideration: 1) the
past, present and future context in which the organization functions, 2) the substance of the change
itself and its significance, 3) the transition process, tasks, activities, decisions, 4) politica activity, and
5) the interactions of these factors.



Orlikowsky (1992) proposes that the results of IT investments depend on the interaction of both
technology and people over an extended period. Information systems are both a product of human

action and an influence of human action (seefigure 1).

Institutional
propertles

Technology

Human agents

Figurel Sructurational model of technology (Orlikowsky, 1992)

Peopleinitiate, design and use an IT system. Designers construct the system according priorities and
expectations. Then, various stakeholders, such as users and managers, react in different ways, e.g. by
welcoming, rejecting or adapting it. In doing so they socially construct the technology in the sense that
these reactions may become features of the system (Boddy, 2000). This continuing interaction means
that the results eventually obtained are different from those, which were originally expected. The
model of Orlikowsky suggests that people can modify technol ogies during design, implementation and
use, since people and technology interact. Orlikowsky also suggeststhat IT is not afixed, given piece
of technology. To understand how a system functionsin a business we must understand the nature of
the relationship between various stakeholders and their interactions with the system. This
understanding includes culture and power relationships. Thisis consistent with the findings of Markus
et a. (2000) who suggests that ERP-systems are inherently flexible which means that stakeholders
have many opportunities to influence the form of technology during the initial decision-making, the
development, the implementation and also the use of the system. An ERP-system is not a finished

product but it alters over itslifetime.

Pinch and Bijker (1997) propose that as people design a system they do not interact with their context
in alinear way, moving systematically from ideato working model. A better description would be

“multi-directiona”, in which many possible forms of the artifact exist in the early stages of



development - but only some survive. Why they survive and others fail depends on the actions of the
stakeholders in the project. “ The social groups concerned with the artifact, and the meanings that
those groups give to the artifact, play a crucial role: a problemis defined as such only when thereisa
social group for which it constitutes a ‘ problem’” (Pinch and Bijker, 1997, p. 30). The most influential

of these groups will ensure that the system deals with “their” problem.

McLoughlin (1999) defined these stakeholders as: “ those who share a particular set of

under standings and meanings concerning the development of a given technology.... Each group will
be identifiable through the different views they have (about) the artefact, or even whether itisa
desirable technology at all. They will thus each perceive different problems and potential solutionsto
them” (p.92). Crucialy, McLoughlin argues that these cannot sensibly be defined by prior
assumptions about the likely interests of pre-defined groups, but “by the empirical device of asking the
actors themselves” (p.93).

In the case described in this article, the promoters vision of the ERP system was one in which all
business units should use the system in the predetermined way - and in so doing would help resolve
the top management problem of alack of integration and management information. Business units had
several different visions - and attached different meanings to the ERP-system. Some welcomed it,
either because they shared the management concerns over the lack of integration and information, or
because they believed the system would bring other benefits to their business unit. Others did not
recognize the problem as presented by the promoters, or saw counter-balancing disadvantages in the
system. The paper will examine how the interaction between these stakeholders affected the outcome

of the project.

A successful innovation depends on those promoting it achieving consensus amongst the rel evant
stakeholders, which stabilizes the form (sometimes called “ closure”) of an acceptable system. This
occurs as stakeholders accept that a design deals with the perceived problem: “ one need not solve the
problems in the common sense of that word. The key point is whether the relevant social groups see
the problem as being solved” (Pinch and Bijker, 1997, p. 44). Or, as McLoughlin (1999) suggests, the
final form of atechnology is not that which is technically superior, but that which the groups who take
part inthe socia process of design agree is superior. Until the players achieve closure the new system
isnot stable, and is unlikely to meet promoters’ expectations. This paper will examine how theinitia
form of system implementation favored by some groups (joint and similar implementation at all
business units) changed during implementation into a more limited form of implementation at the

various business units.



Stakeholders can be defined in many different ways (Mitchell et a., 1997). Different kinds of entities
can be stakeholders, such as persons, groupsinside aswell as outside an organization. Within this
research we follow Freeman’s classical definition ‘A stakeholder is any group or individual who can
affect or is affected by the achievement of the organization’s objectives (Freeman, 1984). In case of a
certain change project such as the implementation of an ERP system, this implies that any person or

group, who can affect or is affected by this change, is a stakeholder.

Stakeholder salience theory (Mitchell et al. 1997) identifies that stakeholders possess one or more of
three relationship attributes: power, legitimacy and urgency. A group has power to the extent it has
access to coercive, utilitarian or normative means for imposing its will in the relationship. Legitimacy
isasocia good and more over-arching than individua self-perception and is shared amongst groups,
communities or cultures. Urgency is based on time sensitivity and criticality. Combining these
attributes generates eight types of stakeholder: dormant, discretionary, demanding, dominant,
dependent, dangerous, definitive and non-stakehol der (seefigure 2)

1. Dormant stakeholders possess the power to impose their will on afirm but, by not having a
legitimate relationship or an urgent claim, their power remains unused.

2. Discretionary stakeholders possess legitimacy, but have no power for influencing the firm and no
urgent claims. Thereis no pressure to engage in arelationship with a stakeholder.

3. Demanding stakeholders exist where the sole stakeholder relationship attribute is urgency: those
with urgent claims, but having neither legitimacy nor power.

4. Dominant stakeholders are both powerful and legitimate. Their influence in the relationship is
assured, since by possessing power and legitimacy they form the dominant coalition.

5. Dependent stakeholders are characterized by alack of power, but have urgent and legitimate
claims. These stakeholders depend on others to carry out their will. Power in thisrelationship is
not reciprocal and is advocated through the values of others.

6. Dangerous stakeholders possess urgency and power but not legitimacy and may be coercive or
dangerous. The use of coercive power often accompanies illegitimate status.

7. Definitive stakeholders possess power legitimacy and urgency. Any stakeholder can become
‘definitive’ by acquiring the missing attributes.

8. Non-stakeholders possess none o f the attributes and, thus, do not have any type of relationship
with the group, organization or project.

Stakeholder salience theory can be conducted to describe, anayse or interpret behaviour of

stakeholdersin relation to organizational change. Stakeholders are an integral part of 1S

implementation and are part of the * sociology of technology’. Information systems (e.g. ERP systems)
are not technical systems but social systems and their design, implementation and use involve dynamic
socia and poalitical processesin articulating interests, building alliances and struggling over outcomes

(Webster, 1995; Levine et d., 1995).
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Figure2 Sakeholder typology (adapted from Mitchell et al, 1997)

M ethodology

The use of asingle case study as the basis for the analysis reflects the nature of the issues under
discussion. We are posing ‘how’ and ‘why’ questions (Yin, 1989), exploring how the organization
introduced ERP, how stakehol ders interpreted the system, how they reacted in particular ways. The
issues within these questions are unclear, as there have been few academic accounts on the interaction
of ERP system implementations on stakehol ders. We also needed to collect information in its natural
setting to understand the nature and complexity of the processes taking place in its historic and
situational context. This approach, carried out over an extended time, enabled usto trace the dynamic

nature of stakeholder behavior and the unfolding of the process.

The specific questionsin relation to the case and derived from the literature review are;

- What stakeholders have been involved over time (Mitchell, 1997)?

- How did these stakeholdersinterpret the technology and how did thisinfluence design
(McLoughlin, 1999)?

How does ERP implementation affect interests of the stakeholders over time and how does this
influence the implementation process (Orlikowsky, 1992)?

- How did thefinal system arise and how was closure achieved? (Pinch and Bijker, 1997).



The case study has been conducted at company T. An organization chart and the position of the

interna key informants are shown in figure 3.

Board of

Management
3 ) : Corporate
FRP Project grou;?— IS department departments
 Business Unit Consumer Foreign fForeign operation:
Milk Functional and Products operations Europg rest of the world
— staff departments|
including IS
H B“S'gﬁ‘s Unit | "Eunctiond and
€€ ™ taff departments
neuanals Functional and Local branches Local branches
| BusinessUnit | ["Functional and staff departments
Special Products | staff departments indluding IS
including IS
Figure3 Smplified organization chart of company T

Company T is a European multinational that devel ops produces and sells a wide range of branded
dairy products and fruit-based drinks for the consumer market, professional users and food producers.
The company has a strong presence in dairy markets, especialy in Western Europe, Central Europe,
West Africaand Southeast Asia. They operate at more than 100 locations with atotal of 17,000 staff.
Their activities are carried out by various operating companies and business units, which operate quite
independently on most matters and are treated as distinct profit and loss centers. They have a net
turnover of nearly $ 5 billion. The company has grown through mergers that are never fully integrated
in the past. The company has multiple manufacturing locations within the business units, which are
each functionally organized. In the past, the business unit Milk had the highest turnover and aso the
highest profit (in absolute terms), but due to lower selling prices of milk, there is a clear development
in which special (branded) and innovative products realize much higher profits. For that reason the
company follows apolicy of developing and launching differentiated products that address specific
consumer needs, while just maintaining the processing and supply of milk.

This case study, which will be described in the following section is longitudinal in character and
consists of real time analysisin combination with aretrospective analysis to cover a 2-year change
project. Studying such a project in process provides useful knowledge about how the ERP



implementation unfolds over time. Thisis especially useful in identifying how perceptions and actions
of stakeholders may change and to understand why they act in the way they do.

Initial access was negotiated through a finance officer (staff department at corporate level) in 2000.
Over the following two years the author visited the company on twelve occasions, during which time
interviews were held. Based on exploratory interviews alist was prepared containing relevant
stakeholders (and typical representatives of each group) who could be approached for participating in
the research. Thefirst phase of data collection was an open inquire into the recent past. Thisfirst series
of interviews was followed by a second due to a further consideration of earlier interviews and to
inquire about recent developments. A non-directive interview technigue enabled people to express
and develop their own perceptions and interpretations. All the interviews were conducted under
conditions of explicit confidentiality. The following table shows the number and seniority of the staff
interviewed..

Tablel Distribution of interviews over categories of stakeholders

Board of management

Business Unit management

IS department

ERP Project group
Staff department (finance, HRM)

External consultancy

N W N & A ODN

Users

Total number of interviewees 23

Furthermore access has been gained to personal and project archives, formal reports and handbooks,
minutes of meetings, memo’s, letters etc. Data were gathered from December 2000 until January 2003.
Thefirst phase of interviewing took place between January 2001 and March 2001. The series of
follow up interviews mainly took place in October and November of 2001 and spread over 2002.
Duration of these interviews varied from 1 to 2 hours; during these interviews notes were made and
later transcribed for analysis. Transcriptions of interviews were circulated to interviewees to check for
factual accuracy. Also preliminary accounts of the case were circulated to key persons; they were
invited to comment on our interpretation of data. Excerpts from some of these transcriptions are

offered below, together with observations based on other sources of data.



Case history

Sart of the project

At the end of 2000 the board of management agreed that many of the transaction processing systems
of the Milk processing business units (Milk, Cheese and Special Products) had become obsol ete.
Symptoms were:

- the planning functions did not provide adequate information;

- apart of the transaction systems were not connected and made use of inconsistent sets of data;

possihilities of generating consistent management information for division managers and business

unit managers was restricted,;

the systems were hard to maintain;

the systems were not available for suppliers which made e-procurement impossible;

the systems of the different business units and divisions could not provide similar financial
statements for the board of management.

This al meant that the board of management believed that the systems needed renewal. Thiswas a
strong perception, aso affirmed by 1S management. For this reason, the ERP-project was started and a
project group, chaired by the IS manager had the task to acquire, adapt and implement an enterprise
wide information system. This system had to replace all the existing transaction processing systems at
the Business Units Cheese, Milk, and Specia Products. Later on, the system should also be extended
to the Consumer Products and Foreign Operations. The system should provide rea time management
information and enable e-procurement with main suppliers. The major benefits which managers
looked for from the ERP system were improved horizontal information flows within business units,
improved capability to exchange information with other business units, better connections with staff
departments and the executive level as well as the possihility to make electronic connections with

external parties, such as customers and suppliers. The official and complete list of objectives was:

to reduce inventory;

to improve information provision for management decision making and to integrate sites;

to enable on-line connections with systems of suppliers and customers with the internal information

processing;

to integrate information systems of various divisions.

Thereal project started with the formation of a project group. Since the IS department had a dominant
rolein the pre project phase, it was quite clear that the IS manager should lead the ERP
implementation process. The board of management also decided that the business units Cheese, Milk
and Specia Products should be represented with a high positioned person. The project manager of
WNN completed the project group as an external representative. Right at the start this group had to
decide on a number of important implementation dilemmas which included:

10



- which of the modulesto select (Holland et a., 1999). Modulesincluded for example finance,
controlling, asset management, human resources, materials management, plant maintenance,
production planning, sales and distribution.

- to start at one business unit as a pilot or to implement similarly the selected modulesin all
business units (Markus et a., 2000);

The project group decided first to select mainly logistic modules, which would help the organization to
control the material flows through the company. Immediately after that, financial modules and
reporting modules to the board of management should to be installed. The main motive for this choice
was related to the problems, which the company faced. The most urgent ones were related to logistics
and to financia reporting facilities. Another decision was to start at the Business Unit Milk. The
business unit manager of this division was most eager to replace his old system and all members of the
project group agreed that it was wise to make the system work in one business unit and then to roll it
out to the other entities.

About this decision the representative of BU-Milk said: ‘we think that we can take benefit of the
system immediately and that we have a headstart by implementing the system at our unit first. If we
are successful, and | am sure we are, others have not much more choice than to follow our way of
implementation’ . One of the other BU representative said (in a confidential conversation): ‘let themtry
and find out and deal with theinitial problems. Our current systems are not that bad and have worked
for many years so they will also operate for a few more years. If the whole thing turns out to be mess,
itstheir mess, not ours . The project leader (also head of the IS department) already mentioned in this
stage that starting in one business unit included some risks. ‘ The problemis that the others may lay
back, waiting and seeing how things work out at BU-Milk. But a massive implementation in all the

units at the same time also has high risks'.

Thethird decision was to modify processes as little as possible since the project members felt that they
primarily had a systems problem, not a process problem. But at the same time they decided to spend
only alimited sum of money to adapt the system. This means that an intermediate form of process
replication and software modification was chosen (see figure 4).

These decisions had important consegquences for the functioning of the project group. The focus
became on the process details at BU-Milk. Logistic managers and prospective users from this division
joined the project group to discuss specific issues of the processes within this division. Details of
processes within this business unit had to be explained to the consultants of WNN and the original
project group agreed that only one monthly meeting was needed to keep the other participants up to

11



date. Asthe representative of BU-Special Products said: ‘| have no interest in all those details. Let

them make it work, then we' Il see whether it will work at our unit’.

Pilot at Business Unit Milk

So the project turned its focus from a company wide orientation to afocus on the adaptation and
implementation of the system in one BU. At that stage the board of management was happy that the
project was making progress, as a top manager said: ‘the thing was moving'. The IS manager reported
on aregular basis to the board about the steps which were made. He felt that success of the project
would be important for his personal reputation as well as for the position of his department. The IS
department would gain importance by implementing and maintaining a company wide system. The
new ERP-system should replace local systems and local |S-support. The expectation expressed by the
IS department was that the first module would work within five months after the approval to start.

From that point in time the focus of the project group narrowed down to specific processes at BU-Milk
and to solve problems how to adapt the system or the processes to achieve the right fit. Consultants
from WNN were working on an intense basi s with middle managers at BU-Milk to discuss details of
the operational processes. Specific modifications to the system had to be made, while at some other
points managers agreed that processes had to be adapted. In alater stage, specialists from IS had to test
whether the ERP-system could work on the current IT infrastructure at BU-Milk. Since there was
decided first to implement only the logistic modules, these modules had to be linked with legacy
systems some servers were already somewhat old and slow and were replaced by new ones. Another
huge task was to clean up data from the legacy systems and to convert data to the new system. After
five months the first modules were tested and implemented. A codlition of three influential people was
important during this part of the project: the IS manager, the BU-manager of Milk and the project
manager of WNN. These three people had a strong interest in a quick and positive result. They worked
together on an intense basis to make these modules work in this business unit. One of them mentioned:

‘we were a great team, it was very intense but we all wanted a result’.

During the implementation of the first logistic modules at BU-Milk, some specific problems arose.
Examples of such problems were: poor system performance, stress of key users and support personnel,
datainput errors, and negative reactions from users (Bagchi et a., 2003). These were partialy caused
by alack of knowledge, experience and training of some users and staff. These problems alsoled to a
serious performance dip after initial implementation in terms of process cycletimes, inventory levels
and operating labor costs. It was sometimes difficult to find causes of the problems and IT staff levels
had to be increased. The organization was not prepared to these huge problems in this phase. This
affected the willingness to continue and to roll out the system to other divisions. But after afew weeks
of explanation and adaptation (including refining of the software settings), the new modul es worked

12



quite well. However, the BU manager of Milk mentioned that the project goals (reduced inventory,
better management information, on-line connections and integration) were not yet met. He said: ‘the
main success now isthat the systemis working technically at our BU, but only by extending the system
to other modules we will be able to realize real business results'. Since the project group decided to
cut the scope during thisfirst stage to only BU-Milk and the logistics and financial modules, the

immediate business results were lower than where was hoped.

Restart company wide project; impasse

At that time the original project group had to start its activities again to discuss the company wide
implementation policy. The most important questions were whether to 1) implement other modul es of
the system further (especially financial modules) at BU-Milk, 2) to implement the |ogistic modules
first at the other business units, or 3) to do both at the same time. This problem led to extensive
discussions during several meetings. BU-Milk insisted to continue implementation of other modules at
their business unit. After proven success this could be rolled out el sewhere. They were eager to keep
the lead. Business units Cheese and Specia products argued that successful implementation at BU-
Milk should not be a guarantee for success at their units. To illustrate this position, the following
quotation is from the manager of BU-Specia Products:

‘BU-Milk is quite much an undifferentiated mass-producer of a few Milk products. We have strong
brands and we devel op new ones on a continuous basis. They are somewhat supply driven, while we
arereally marketing and customer driven. That's quite a difference, which istrandated in different
internal processes. So | believe that a new enter prise system should be configured and modified to our
business unit in completely different waysthan at BU-Milk. | amwilling to dedicate resources to such
an implementation but only on our conditions, not if we are urged to implement a predeter mined
system from Milk at our BU. That should be a big mistake.’

After some weeks of stagnation the Board of Management discussed the (lack of) progress and
decided to implement the logistic modules at BU Cheese and Special Products. The CFO (Chief
Financial Officer) was especially assigned to this project and explained that ‘it is now crucial to
continue the project and to implement the system at other business units'. He said: ‘*We can only reap
the full benefits —and reduce the average costs per user- by implementing Indepta wherever itis
possible and by replacing all those old isolated |egacy systems. We need to have an overall insight and
to integrate processes between BU’s. | see this system as a tool to integrate the enterprise. Many
functions, such as purchasing and maintenance, can be integrated as soon as we make use of a
common set of data and systems, which can exchange those data, *

13



Divergence

This decision resulted in some new initiatives to see whether the logistic functions of BU-Cheese and
Special Products would fit into the logistic modules, which were adapted during the first phase to BU-
Milk. At both business units, a BU-representative, an external consultant and an IS staff member had
to study this and to report within two weeks to the project group. But in the same period, management
of BU-Milk independently decided to continue to implement some financial modul es whatever the
other units would think about that. This all meant that three project groups worked quite independently
on three different tasks.

The BU-Milk had become used to some modules of the ERP-system and BU-management believed
that important parts of the financial module could be implemented quite easily. Especially the sub-
modules accounts payable, accounts receivable, general ledger and asset management could replace
the current financial package. These new financial modules could be connected with the new logistic
modules of Indepta. At BU-Milk they already used afinancial package and consultants from WNN
found that data conversion from that package to Indepta was quite easy. Since BU-Milk did this study
quite independently from the Board and from other divisions, they did not have to reckon with many
external constraints. Another advantage of these modules was that the potential number of users of the
financial modules was much smaller than the number of users of the logistic modules. The outcome of
the study at BU-Milk was that Indepta-Finance could be implemented within two months against
reasonabl e costs. The BU-manager decided to ask the Board of Management to implement this module
and to use this also as a means to communicate financial information with the Board. A manager of
BU-Milk said: ‘we are focused on cost control and efficient operational processes. Our margins are
quite low so we have to operate on a very competitive basis. We feel that this system can help usto
improve our processes and to provide management information, which improves decision-making. For

that reason we don’t want to wait for others who may have other priorities'.

During the same period project groups at BU-Cheese and BU-Special Products were studying whether
the logistic modules could be implemented in the same way as at BU-Milk. In both project groups,
representatives of the 1S-department and from WNN emphasized that it should be cost effective and
practical to implement the logistic modulesin the co called ‘ Milky-way’ and to adapt the system later
if there should be a clear need. In that case, adaptation should only be possible if the three business
units would reach consensus about this. But the representatives from BU-Cheese as well asfrom BU-
Special Products could not agree with that. They argued that this should be a dictation from one
division, which was perceived as unacceptable. Moreover, BU-Cheese extent and BU-Special
Products became increasingly important for the company. A manager from Special Products said: ‘ our
customer focus and our market sensitivity make us a different operation with other information needs.
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Demand to our products varies much more than those of BU-Milk and we have to adapt our processes
to that'.

This al meant that the original project group did not play a guiding role. The three different project
groups operated quite independently and reported in contrasting ways. The BU-Milk urged to continue
the implementation of Indepta at their own business unit and to implement financial modules and
HRM modules within ayear. The other business units reported that the logistic modules could only be
implemented at their divisions if they should be adapted to their own business processes and business
practices. They concluded that the BU-Milk mode of implementation was inappropriate for their BU.
Representatives from WNN and from IS at those project groups could not endorse those strong views

but could also not prove the opposite. Thisled to a new impasse at the original project group.

At that time, BU-Milk management decided definitively to continue implementing Indepta, whatever
the project group would decide. This position was enforced by an informal agreement with the CFO.
The CFO believed that ERP-success at one BU would be a great promotion for Indepta, which
automatically would lead to diffusion throughout the company. He said that system-successis much
more effective for diffusion than formal decisions right from the top. Two years after the first start,
this did not prove to be true. At the end of 2002 the company wide project group had been dismantled,
and at BU-Milk the Indepta ERP system was rolled out to a high extent. The other business units were

working independently on finding ways to improve their own information capabilities.

At that time the board of management agreed that the different business units should follow different
implementation paths. During 2003 this led to completely different modes of ERP use. At BU-Milk,
an integrated full use of Indeptain amost all of the processes was the ultimate aim. In 2002 and 2003
main modules (logistics, finance, HRM e-procurement, e-selling) were implemented fully. At BU-
Cheese and BU-Special Products things were moving not that fast. Here management decided to adapt
ERP much more to the specifics of the processes as well as to use the project to rethink and modify
processes (system modification and system exploration, see figure 4). Both business units were not
happy with the approach of WNN, which was perceived as being too operationa and too much limited
to software implementation. BU-Cheese and BU-Specia Products decided to ook for other
consultanciesto help them implementing ERP. They jointly attracted a more prestigious consultancy,
which argued that Indepta was not the most appropriate ERP-package for their business processes.
During 2003, the IS-infrastructures of the three business units diverged even more and the dream of
one integrated system for the whole company became even more far away that when project was
started. The board of management agreed with this devel opment with the only restriction that the
information flows to and from the board of management should by uniform and consistent.
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Table 2 showsthe flow of events during the study period.

Table2 Chronology of the ERP project at company T
End 2000 Selection of system
February 2001 Start of project, main choices
Spring 2001 Start describing processes and configuring software for BU-Milk
June 2001 Redefinition of task project group
June 2001 Implementation logistic modules at BU-Milk
October 2001 Implementation financial modules at BU-Milk
October 2001 Restart company wide project group
November 2001 | Crisis
January 2002 Redefinition project, cutting scope
Spring 2002 Three different project groups, further implementation of Indepta
at BU-Milk, special studies at BU-Cheese BU Special Products
in adapted mode
Autumn 2002 Comprehensive implementation of Indepta a BU-Milk. An
initiative to implement other IS at Cheese and Specia Products.
December 2002 | Officia dismantling of company wide project group.
During 2003 Further divergence of 1S-systems at the three BU’s.
Discussion

This section begins by explaining some organizational backgrounds, which partially explain the chain
of events of this case history. Then adiscussion follows about the meaning, which the main
stakeholders attached to the system. After that, these findings will be interpreted in terms of the
stakeholder typology.

Organizational context of the events

Two different developments, which took place before and during the implementation process of
Indepta, explain the course of events to some extent.

Thefirst isthat the profitability of BU-Milk was going down further during the project. High but
stagnating volumes and decreasing margins led to a decreasing profitability from 8% (1990) to 1%
(2002). Traditionally, this business unit was the cash cow of the company and enabled the company to
start other activities and to acquire other businesses. Many people at BU-Milk still see themselves as
the core of the company; this business unit gives company volume in terms of revenues, size and
employment. BU-Milk also has the longest history because the company originated about 100 years
ago mainly asamilk processor. Because of the increasing profitability of other growing business
units, the stagnation at BU-Milk remained somewhat hidden for outsiders. At BU-Milk, BU-
management believed that afierce policy of cost control could help to improve the profitability in a
structural way. Integrated and up to date information systems, such as Indepta could help to achieve

16



that goal. For that reason, BU-Milk was eager to implement the Indepta ERP-system in away, which
was most efficient and appropriate to BU-Milk. The management of BU-Milk believed that leaving
the initiative to the other business units would dow down this process far too much. BU-Cheese and
BU-Special Products provided much more comfortable sales figures: growing profit margins,
increasing revenues, new product launches and promising market perspectives did not make the
urgency high to implement a company wide ERP-system. Although they agreed with the problems of

the current company wide information provision, they did not perceive that as acrucia point to them.

The second isthat at the beginning of 2000 the board of management believed that the company was
entering anew era. After adecade of acquisitions, internationalization and differentiation, they felt
that more integration and coherence was necessary to realize many of the potential benefits of being
one company. They viewed the different business units as too independent and autonomous. Different
histories, cultures, markets, languages and products caused these differences. Although these
differences were perceived as perfectly understandable and right at that time, the board of management
believed that a gradual but clear move to a common culture and to one integrated company should be
the main strategic objective for the new decade. A company wide jointly implemented and maintained
ERP-system should be one of the means to realize this. A new CEO, who started in 1999, pleaded
strongly for this new policy. However some other board members, especially the CFO, did not express
such grand visions and was more focused on quick results and small but effective steps in particular
business units. For that reason the CFO agreed with BU-Milk to continue implementation at that
business unit and supported them in that policy. The sole implementation at BU-Milk gave room to the

other (increasingly strong) business units not to follow.

Views from stakeholders

During the case study period we identified relevant stakeholders by using the snowball method (Pinch
et a., 1997). This meansthat during the process of data collection various actors are revealed.
Sometimes these actors can be categorized in groups, depending on the common meanings they attach
to the system and the interests they stand for during the research period. The following description and
table 3 shows the groups we identified as well as a characterization of their interests, their power
position, their problems, solutions and meanings they attached to the system

Board of management

Board of management longer-term objective was to become a more integrated company with fluent
horizontal and vertical information flows. They believed that the company was too fragmented which
resulted in different reporting styles, incompatible systems and contrasting cultures. One common
system with a centralized entity for maintenance and support should be a meansto integrate, to unite
and remove inefficiencies. However, the board of management proved not to be completely consistent
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in their policy. At the start of the project they had a strong presence, as areal definitive stakeholder.
Later on they withdraw somewhat, also because the project group started i mplementing modul es at
BU-Milk. From that time, the board of management believed that ‘ the thing was moving'. The CEO
delegated the board of management responsibility with respect to the implementation of Indeptato the
CFO and to the ERP-project leader (the head of the IS department). The CFO, who already worked for
quite along time at the company, was keen to promote short time results. For that reason he supported
BU-Milk in its choice to continue implementation and not to wait for the other business units. That

decision, in Spring 2002, led to a definitive divergence of the implementation process.

BU-Milk

The representatives at this business unit took a prominent position during the whole project. They
believed that an ERP-system could solve a number of their problems. Their |S—-systems were outdated
and a new system, funded by the company as a whole was perceived as an opportunity. BU-Milk
management believed that such a system could help them to improve information flows and to reduce
costs. Focus on cost control was perceived as a key to future business success since they are operating
in a stable and somewhat static market. Dominance by having an active role in the project group was
seen as useful strategy to gain the benefits of the system as soon as possible. The BU-management
aso believed that aleading position in this project would bring this business unit again at the place
where it belonged: at the centre of the organization. This all made BU-Milk clearly to a definitive

stakeholder using power and legitimacy and combining this with a strong sense of urgency.

BU-Cheese and BU-Special Products

These business units formally affirmed the decision to implement a company wide ERP-system. They
agreed that from a company wide perspective it was important to integrate information flows and to
centralize the IS function. From a business unit perspective, both units did not perceive this as an
urgent problem. Both used appropriate logistic systems and al so adequate financia applications, so
they both did not give a high priority to this project. During the project they observed that BU-Milk
‘ran away’ with the ERP by being the pilot aswell as by continuing implementation without a clear
consent from the other BU’ s. That made them decide in 2002 not to continue co-operating in the
project group. During the project they interpreted the project as atool of BU-Milk to dominate and to
dictate others how to organize the company as awhole. Both BU’ s were dominant stakeholders: they
did not feel the urgency but they possessed both power and legitimacy to influence the project. These
sources were derived from business success (they were both more successful than BU-Milk in terms of
growth and market share) and from the control of knowledge of their business units. They used this
power and legitimacy by not agreeing to roll out the pilot at BU-Milk at their business units. They
increasingly felt that BU-Milk, the ERP-project management and the CFO intended to use the project
to increase their power base at the cost of their business units.
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IS department and external consultancy

These two stakeholder groups can be interpreted as dependent stakeholders. They possessed both
varying forms of legitimacy as well as urgency to make the project run. At the same time these groups
were highly dependent on the co-operation and willingness of the other stakeholders to make real
progress. The IS department had a strong interest in one company wide ERP. Thiswould lead to a
strong centralized 1S department and the abandonment of many local systems and local |S-groups. The
externa consultancy had an interest in realizing the predetermined objectives, at least an appropriate
implementation of the logistic modules at the three business unit. The consultancy believed that the

project would impact the prestige of the group, either positive or negative, depending on the result.

Table 3 shows the interests, problems, solutions and attached meanings of the most relevant
stakeholdersin relation to this project.
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Table3 Relevant stakeholdersin relation to ERP and their inter pretations
Relevant Interests Kind of Perceived problems Solutions Meaning
stakeholder stakeholder
Board of Becoming one more | Definitive, Current systems are New ES, Improving
management | integrated company | later fragmented and expensive. integrating data | management
dominant and | Current systems promote and information | information
CEO morefocused | dormant decentralization and flows at lowest Controls from centre,
on longer term autonomy. cost. less autonomy, more
cultural change Poor information provision | Fast and cost integration.
to top management. effective More cost efficiency
CFO more focused High IS maintenance costs implementation at business units
on quick results
Management | Taking initiative. Definitive Current systems are not Takingthelead in | ERP asameansto
BU-Milk effective implementing take the lead
ERP can help to High IS maintenance costs new system
solve immediate Efficiency gainsdifficultto | New systemcan | ERP astoimprove
problems. realize with old system help to solve processes and to
perceived control operations and
ERP can help to put problems costs
BU again at the
centre
Management | To maintain and Dominant Current systems are not Protect BU cheese | ERP might be used to
BU-Cheese | strengthen the excellent but new systemis | for ISinitiatives | solve problems
position of the BU not necessarily better. which are not outside business unit
New system might be helpful | clearly inthe at the cost of business
To protect BU for to solve some operational interest of BU- unit
initiatives with problems Cheese ERP might be an
threaten interest of instrument of BU-
BU-Cheese If ISwill become | Milk and Top to
real, adapt system | improve their position
to local needs at the cost of BU-
Cheese
Management | To maintain and Dominant Current systems are not Protect BU ERP might be used to
BU- Special | strengthen the excellent but new systemis | Special Products | solve problems
Products position of the BU not necessarily better. for ISinitiatives | outside business unit
which are not at the cost of business
To protect BU for New system might be helpful | clearly inthe unit
initiatives with to solve some operational interest of BU- ERP might be an
threaten interest of problems Special Products | instrument of BU-
BU-Specid Milk and Top to
Products If ISwill become |improve their position
real, adapt system | at the cost of BU-
to local needs Specia Products
IS Important role of Dependent Current systems are not Implement one A technical system,
department | internal IS integrated, outdated and hard | integrated system | centrally managed.
department to regain to maintain in ‘vanilla® mode
the position of
‘centreof 1S
expertise’
External Implementation Dependent Current systems are ES systemin ES implementations
consultancy | within time/money inappropriate. adapted mode are business
constraints should be
implemented
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The various stakehol ders were not always ‘ on stage’ during the project. Table 4 indicates which

groups were active and ‘front stage’ during the various project stages.

Table4 Changing role during the project

Stakeholders Selection Implementatio | Impasse Implementation : Implementatio
phase and n Logistic Finance module n at BU-Cheese
project sart | Module at BU- at 1 and BU-Special

Milk BU-Milk ' Products

Board of it E

management |

IS department i g%ﬁ%ﬁ%ﬁ%ﬁ it |t |

Project group i it |

External GuvErRYE i v v

consultancy | i

BU-Milk it g%ﬁ%ﬁ%ﬁ%ﬁ it |t |

BU-Cheese it it @

EUaSpecial i it i

roducts 5

@EE — active role

= background role

White =norole

The Board of management had a strong presence at the start of the project and was, together with IS,

the initiator and strongest supporter of the idea. Later on, they withdraw to some extent by taking a

more background role. For the CEO, other issues demanded top management attention and delegated

ERP to the CFO. This person decided (backstage) to support the BU-Milk in its decision to continue

further implementation, which also led to the break-off of the other business units. The project group

with representatives of al relevant groups was active during the start of the project, but during the

implementation of the logistic modules at Milk, this group just had some infrequent meetings. When

the implementation at BU-Milk was finished the group came alive again but entered the impasse how

to continue. Since the group could not reach areal consensus on how to continue, the real functioning
of the group stopped. Table 4 also shows that BU-Milk played an active role during project, which

was consistent with their role as a definitive stakeholder.

Interpretation in terms of the stakeholder typology

The Board of Management started as a definitive stakeholder, but moved during project to a dominant

and later to adormant position. In the meantime, |S department tried to take over the lead. However,
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they were mainly a dependent stakeholder, lacking the power to influence the project in away they
wished. The other business units felt less urgency and played a background role during certain stages.
See dsofigureb.

POWER

BU-Special
Products

Board of

Management

BU-Cheese

IS-department

External

consultancy

URGENCY

Figure5 Categorization of stakeholders during the ERP project

Since the board of management changed during the project from being a definitive stakeholder at the
beginning to a dominant and a dormant stakeholder in later stages, they actually did not use their
power to reach a common policy. By doing so, they created a power vacuum, which caused
competition among the other stakeholders. This vacuum was also caused by the slight differences
between the experienced CFO and the relatively new CEO. A definitive stakeholder (BU-Milk) tried
to use the project to strengthen their position and to move it into one particular direction. However,
two dominant stakeholders (BU-Cheese and BU-Specia Product) possessed the power as well asthe
legitimacy to block that direction which led to an impasse. The IS department and the external

consultancy were lacking power to impose a solution.

This confrontation of three powerful and legitimate stakeholders (BU-Milk, BU-Cheese and BU-
Special Products) and some dormant or dependent ‘ bystanders’ finally led to divergence in the move
to ERP-implementation. Not one party possessed enough sources of power to realize one common
solution. Closure was achieved by afull implementation at BU-Milk and separate ERP-projects at the

other business units.

This solution can be viewed as ‘ acceptable’ in the sense that stakeholders accept that design as being
the best possible solution under the given circumstances. It is not a superior solution from atechnical
or strategic point of view, but given the power division at this company at that period of timeit can be
viewed as socially acceptable (Pinch and Bijker, 1997).
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Conclusion

The case history clearly illustrates that different stakeholders can interpret ERP-systemsin different
ways, given their own histories, interests, self-images, prospects and views. Some groups perceive the
system as a means to realize certain new company wide objectives, while others see the system asa
way to regain lost power or as athreat to legitimate local interests. The case study shows how these
different interpretations may easily lead to differences about priorities and ways of implementation.
These differences are not all clear at the start and are not all expressed and discussed during formal
meetings. They are more latent and develop and change over time. The technology is shaped and
socialy constructed during the process, given al these different perceptions and positions
(Orlikowsky, 1992). Finally, some form of closure is achieved in the sense that, for the time being,
stakeholders agree on some form of implementation, given the interplay of main stakeholders over
time. Thisclosure is not the best solution from the perspective of one the stakeholders, but much more
aform of agreement, given the current positions of the main players.

ERP systems are build according certain business models, with an own logic of businesses should
operate. They are based on the assumption of integration, control, generic processes and centralization.
This paradigm can fit or misfit with an organizations or with organizational units which may lead to
either organizational validity (fit) or organizational invalidity (misfit). Invalidities may lead to arange

of problemsin the field of business strategy, business processes, people, culture and so forth.

The aim of this paper was to show how the outcome of ERP implementation can be affected by the
meaning, which various stakeholders attach to such systems, and by the actions they take throughout
the project. To answer the main question, the study posed the following sub-questions:

e What stakeholders have been involved over time?

The case study indicates that different persons and groups were affected and affected the ERP-
initiative In this study we showed that the board of management, the managers of the different
business units, the | S-department and an external consultancy were important stakeholders with each a
variety of interests. They all attached different meanings to the system and acted accordingly, also
depending on their power, their legitimacy and the degree of urgency they felt.

¢ How did these stakeholdersinterpret the technology and how did this influence design?
Theresearch clearly supports the idea that different stakeholder groups attend to different aspects of
the context, and interpret them in unigue and subjective ways. The promoters stressed the cost-saving
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pressures in the context of the company as an integrated unit, and the potentia of the system to contain
costs. The various stakeholders did not interpret this system and its context in a unified way. They

held strongly contrasting views on whether the system helped or hindered the interests of different
business units and staff departments. Thisis consistent with Pinch and Bijker's (1997) view that
problems are not universally recognized or objective phenomena. People are only likely to accept a
solution if they have already developed a common set of shared meanings and understandings about

the situation.

¢ How does ERP implementation affect interests of the stakeholders over time and how doesthis
influence the implementation process?
The research shows that implementation of ERP isasocialy, politically and technically complex
undertaking that influences nearly every aspect of organizational functioning and thus affects the
interests of many different stakeholders during the various stages of the project. Thisinfluence can
lead to dtering the specification in ways that are more consistent with existing organizationa
arrangements and according the position of influential stakeholders. Thisis consistent with the
interaction view and the structurational model of technology (Boddy, 2000; Orlikowsky, 1992).

e Howdid the final system arise and how was closure achieved?

The research shows that ERP implementation has an emergent rather than a planned nature. This has
various reasons.

In the first place, ERP systems are building blocks of organizational strategy. This means that ERP
implementations resembl e the nature of the strategy processes, which often have emergent and
adaptive characteristics rather than planned (Quinn, 1980; Mintzberg, 1994; Stacey, 1994). Changesin
the externa environment, the emergence of new opportunities, and other unanticipated events make
departure from initia ideas often inevitable.

In the second place, ERP implementations challenge vested interests, and lead to opposing views from
various players. Implementation includes multi level activities, which are not the exclusive area of a
single project manager. Outcomes of decisions are not always products of rational considerations but
shaped by the interests and commitments of individuals and groups, forces and momentum. This
study shows that ERP implementation can be perceived as an organizational change project and should
be managed accordingly. Organizational change enabled by IT systems comprisestechnical problems
aswell as cultural, political and psychological issues, which are also intertwined (Markus, 1983,
Buchanan and Badham, 1999). The study also shows that historical and contextual factors may
influence the implementation process.

In the third place, ERP implementation is a dynamic process, which means that views, which are held
by stakeholders at one point in time, may change during the project. This may depend on various
reasons, including cognitive, political and opportunistic ones.
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This al means that ERP projectsis acomplex cocktail of rational assessment mixed with various
perceptions, quests for power, leadership and subtle processes to gain support for further progress of
the project. In this case a power vacuum (caused by the board of management) resulted in more
political behavior and in alack of agreement on direction and use of the system. Without that
agreement, the various stakeholders followed mainly their own goals and undermined to some extent
the company wide explicit objectives of the project. The paper shows that the promoters of the
company wide ERP system took an optimistic view of the power of an ERP system to improve the
operations of the different business units. In the rush to implement, it paid no careful attention to the
interests of stakeholders and their mutual relations. The rational image of systems implementation
revealed a poor understanding of deeper organizational redlities such as history, culture and power.

Overall, the evidence in the paper supports Walsham’ s (1993) suggestion about the benefits of an
interpretive approach to information systems. It has enabled us to show the range of factors, which
people use to form their attitudes to a system, and the different ways in which they interpret those
systems. The evidence that power is an important source of these perspectives adds to our theoretical
understanding of attitudes towards computer-based information systems, including ERP. Politics and
power relationships are a part of many ERP projects. If these are not diagnosed, akey factor is
overlooked, which is a serious threat for the project.
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