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ABSTRACT

In today’s intensely competitive marketplace, companies can benefit strategically and tactically
from enterprise resource planning (ERP) systems, if implemented correctly. However, with
failure rates estimated to be as high as 50% of all ERP implementations, companies can be
negatively impacted by a poorly performing ERP system. The research on ERP has focused on
events|eading to the selection, evaluation, and implementation of the ERP system. Theintent of
thisresearch isto identify new or lightly researched theories regarding the difficulties of ERP
implementations that can help practitioners successfully manage ERP implementations by
performing a post-ERP implementation examination of eight corporations. We examine
operations management (OM) literature rather than information systems (19 literature in
order to provide IS readers with an alternative yet valuable analysis. Further, we purposely
avoid well-established findings by performing a large literature review. Thisarticleisbased on
a qualitative research design using case-study methodol ogy. The propositions derived fromthe
case studies formsolid insight into the considerations that may influence the success of an ERP

system.
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INTRODUCTION

In today’s highly competitive manufac-
turing environment, firmsareimplementing en-
terprise resource planning systemsto address
the problem of fragmentation of information or
“islands of information” in business organiza-
tions. ERP systems promise to computerize an
entire business with a suite of software mod-

ules covering activitiesin all areas of the busi-
ness. Furthermore, ERPisnow being promoted
asacritical link for integration between all func-
tional areas within a firm’'s supply chain, and
has shown to be a significant contributor to a
corporation’ssuccess, if implemented correctly.
ERP systemsimprove efficiency withinthefour
wallsof an enterprise by integrating and stream-
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lining internal processes (Anderson, 2000;
Koch, 1999). Kalling (2004) hasalso speculated
that ERP may be a source of competitive ad-
vantage.

The ERPimplementation efforts of many
manufacturing companies have resulted in par-
tial failure and, in some cases, total abandon-
ment. Trunick (1999) reportsthat 40% of al ERP
installations only achieve partial implementa-
tion, and nearly 20% are scrapped astotal fail-
ures. Some of the failures have been shown to
be user related in that new technology is not
alwaysacceptable (Nah, Tan, & Teh, 2004). An
American Production and Inventory Control
Society (APICS) Conference Board report is-
sued in June 2001 stated that 40% of partici-
pants failed to achieve their business case af-
ter having implemented ERP for at least 12
months (Salopek, 2001). Other authors have
suggested that the failure rate may be higher
than 50% (Escalle, Cotteleer, & Austin, 1999).
Inarecent survey by Deloitte Consulting LLC,
25% of the 64 Fortune 500 compani es surveyed
said they suffered adrop in performance when
their ERP systemswent live (Evangelista, 1998).
This is after believing that they had success-
fully installed the system. A recent study con-
ducted by Professors Austin and Nolan of the
Harvard Business School reveal sthat aremark-
able 65% of executives believe ERP systems
have at |east amoderate chance of hurting their
business because of implementation problems
(Cliffe, 1999). At present, ERPisanew phenom-
enon and the research relating to ERP imple-
mentationsisvery limited (Al- Mashari, 2000;
Dong, 2001; Nah, Lau, & Kuang, 2001; Parr,
Shanks, & Drake, 1999). Most of the research
to date focuses on preimplementation activi-
ties and provides some answers to a success-
ful “path forward” for firmswanting to imple-
ment an ERP system. Research showsthat some
firmshave successfully implemented ERP sys-
temswith some excellent performanceimprove-
ment (Anderson, 2000; Melnyk & Stewart, 2002).
However, sincemany ERP systemsfail to meet
their objectives after going live (Cliffe, 1999;
Salopek, 2001), itislogical to concludethat there
must be postimplementation improvements be-

ing performed by firms committed to usng ERP
as a successful business tool. This research
seeks to uncover new information about the
successful implementation and management of
ERP systems by analyzing eight firmswho have
multipleyears experience, with varying degrees
of success, with ERP systems.

The intent of this research isto identify
new or lightly researched theories regarding
thedifficulties of ERPimplementationsthat can
help practitioners successfully manage ERP
implementations by performing a post-ERP
implementation examination of eight corpora-
tions. Our findings areformed into propositions.
We examine operations management literature
rather than information systems literature in
order to provide | Sreaderswith an alternative,
yet valuable analysis. Further, we purposely
avoid well-established findings by performing
alarge OM literaturereview.

LITERATURE REVIEW

OM ERPimplementation literature can be
segmented into five major areas, with each ad-
dressing severa subtopics. Theseareasinclude
strategic considerations, costs, training, project
management, and the implementation process.
Sinceour goal isto provide new ideas and theo-
ries, wereviewed the existing OM literatureto
gain insight into established theory on why
ERP implementations are so difficult and often
fail. This analysis allowed us to refrain from
publishing heavily researched areas that may
not make much of acontribution. Table 1 pro-
vides a summary of an extensive and critical
review of the OM literature.

ERP adoption must be seen as a busi-
nessdecision (Seefor example: Anderson, 2000;
Brakely, 1999; Ng & Ip, 1999) and not asatech-
nology decision. Thisviewpoint will be hel ped
along in the organization if strategic benefits
areidentifiedinitially (i.e. responseto customer
demands, improved communicationswithinand
outside the firm, and improved customer and
supplier relationships (Seefor example: Daven-
port, 2000; Herr, 1994). Top management sup-
portisnot only necessary but critical in aproject
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