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INTRODUCTION

For organizations, the purchase of ERP packaged is high-
expenditure activity that consumes a significant portion of their
capital budgets. It is also an activity that is fraught with a high
level of risk and uncertainty. Why?Because, first of all, if awrong
purchase is made, it can adversely affect the organization as a
whole, in several different areas and on several different levels,
even to the point of jeopardizing the very existence of the organi-
zation. Thishighlightsthe obvious need for making theright choice
of software. It aso bringsto light the need for finding the best for
acquiring thistype of software so that the right choice can be made.
The second, because of theimplementation and therisk of it going
awry. ERPimplementations are said to be the single businessini-
tiative most likely to go wrong (Verville & Halingten, 2001;
Verville, 2000; Hill, 1999).

Thus, it is important to understand how do organizations
acquire an ERP software? What arethe processesthat areinvolved
for buying ERP software? In this paper, we attempt to answer
these questions by presenting and describing the case of Keller
Manufacturing Company. Inthefollowing sections, wewill present
the organizational profile, background, a detailed analysis of
Keller's ERP Software Acquisition Process and |essons learned

1. The Organization

Keller Manufacturing Company was established in 1895 as
amanufacturer of farm wagons and did so until 1943 when it be-
gan manufacturing household furniture. Today, this organization
has over 700 employeesin three manufacturing plantsin the U.S.
(two of them located in Indiana[Corydon and New Salisbury] and
onein Culpepper, Virginia) and manufactures over 2,000 different
oak and maple legs, seats, and other components (with over 100
separate procedures) that are required in the assemblage of itsprod-
ucts. 1n 1995, the company earned profitsof $3.1 million on sales
of $46 million. This represented a 76% increase in profits with
only a30% increasein salesfrom the previousyear. Inthreeshort
years, Keller Manufacturing grew from $35 million in sales to
$54 million in 1996, representing a 54% increase in sales.

2. Background

During the last few years, Keller changed from a produc-
tion-oriented company to avery effective market-driven business.
It also expanded its product-line to include bedroom furniture, a
change that proved to be a very successful marketing strategy.
Consequently, the re-orientation of Keller’smarketing strategy with
the resulting increase in sales and new product introductions re-
sulted in some production challenges to their manufacturing op-
eration. Manufacturing was having difficulty supporting produc-
tion demands brought on by the substantial increase in sales.
Mainly, they attributed the problem to the lack of timely and accu-
rate information that was necessary to effectively and efficiently
plan for and control production.

At thetime, Keller'sinformation systems consisted of a
combination of manual procedures and automated systems with
computers only being used by the engineers and in manufactur-
ing. The main computer (an AS400) handled batch-oriented pro-
cessing and was supported by anumber of stand-alone PC’s. These
stand-alone systems were originally installed in an effort to pro-
videinformation that was desperately needed to support manufac-
turing operations. However, with the recent and sizable increase
in sales and sales mix (expanded product-line), this type of infor-
mation system (manual and computerized) could no longer effec-
tively support Keller’s manufacturing operations.

Unfortunately, the weakness of thisinformation system was
not limited to Keller's manufacturing operations. Personnel in
other areas of the organization were having difficulty performing
their duties effectively because of the inefficiencies of the manual
systems involved.

Assalesincreased, the organization’s ability to control costs
and provide customers with products on a timely basis became
more and more difficult. Competition continued to shorten lead
times. Keller was faced with an escalating problem that needed to
be urgently addressed—the organization could no longer continue
status quo and still remain competitive and profitable. They were
forced to seriously consider more “modern” systems that could
help them better utilize their personnel, equipment, and facilities,
and provide better service to their customers.

Hence, in 1995, Keller Manufacturing requested the assis-
tance of an outside state-run agency to conduct an assessment of
its organization. The objective of this study was to identify areas
in which modern manufacturing techniques and new technology
could benefit the organization in terms of performance and com-
petitiveness.

The study showed that Keller was deficient in several areas
and, in particular, manufacturing. Thereport outlined that Keller's
manufacturing operations were controlled by a combination of
manual and automated procedures and stand-alone PCs. How-
ever, with the growth that they were experiencing, the existing
systems and procedures could no longer support operations and
provide management with the information that it needed. If no
action was to be taken, the organization’s continued growth and
ability to support its customer base would be compromised.

The recommendation was therefore made that Keller invest
in a fully integrated manufacturing system, more specificaly, a
multi-user, multi-tasking, fully integrated, real-time manufactur-
ing resource planning system. The study showed that implemen-
tation of a resource planning system could improve scheduling,
efficiency in the assembly area (by keeping the lines running),
tracking, security, controlsover shipping areas, manufacturing pro-
cesses and individual performance; it would reduce setup times
and thereby improve efficiency, reduce unreported parts losses,
and reduce database and key-entry errors. New employees could
also be trained more efficiently and effectively with the new sys-
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tem. They estimated that it would save the organization approxi-
mately $1.2 million annually.

3. Keller’'s ERP Software Acquisition Process

Once the decision was made to proceed with the buying
of anew manufacturing system, meetings were held and ateam of
twelve individuals was selected to be part of the buying process.
The various areas represented on this team were finance, person-
nel, marketing, engineering, production (manufacturing and op-
erations) and information systems. At the outset, it was decided
that the team’s task would be to find the very best integrated solu-
tion not only to meet Keller’'s immediate needs in manufacturing
(onthe shop floor), but also its long-term organi zational needs. It
was also decided that sel ection of the system would be user-driven.
With this in mind, meetings with the line managers' at all three
plantswere arranged during which theteam compiled a“wish list”
of requirements for the new system. An employee advisory com-
mittee (EAC) was also formed about this time that brought repre-
sentatives from various user groups together. Since Keller, was
going to be introducing numerous changes to the organization,
they realized that user buy-in from the various sectors would be
very important to the successful outcome of the project. In addi-
tion to the EAC, Keller wanted to make certain that all employees
were kept abreast of how things were progressing with the acquisi-
tion. Hence, weekly notices were published and distributed to all
employees to keep them informed throughout the entire process.

In the initial phase of the acquisition process, certain
members of the team began looking for companiesthat had devel-
oped thistype of manufacturing system. Their principal reference
was Manufacturing Systems Magazine in which was published a
list of the top fifty manufacturing software vendors. From this
list, they selected the vendors that had manufacturing execution
systems (MES) and/or ERP (Enterprise Resource Planning) soft-
ware. Then, they contacted the MESA (Manufacturing Execution
Systems Association) Group which is an association of eleven
member organizations. From this, they created their long-list of
sixty-two vendors and subsequently compiled information on each
of them.

At this point, a ‘selection team’ of five individuals was
formed from the initial twelve-member acquisition team. These
five individuals took on the task of selecting and evaluating po-
tential vendors and their products. To assist them with this task,
they refined the line managers' “wish list” and then expanded it to
what became their list of critical requirements. Thislist wasthen
used as one of their tools of evaluation of the various vendors
products. The ‘selection team’ proceeded to review the informa-
tion that had been gathered on the sixty-two vendors. They elimi-
nated thirty-two of them, then further reduced the list to fifteen
vendors. These fifteen vendors were each sent aletter along with
thelist of critical requirementsthat Keller wanted the system to be
ableto do. After theteam had received and eval uated the vendors’
replies, each of the fifteen vendors were then invited to Keller's
head office to meet with the acquisition team and present their
software. Of the fifteen vendors, three submitted reports on their
products and five came and met with Keller’'s team for a prelimi-
nary meeting and sales presentation. Each of the vendors was
evaluated based on their demonstrations and the supplemental in-
formation that the selection team had gathered on them. At this
point, the team also ran Dunn & Bradstreet (D& B’s) financial re-
ports on each of these eight vendors. They used these reports to
rank each vendor based on their number of employees, financial
stability, product, and other criteria. Further to this, six site visits
were conducted to various vendor locations and customer installa-
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tions. Additional references were also requested which they sub-
sequently contacted. Some of the information that they received
from these referral s provided the selection team with moreinsight
into what they should be looking for, and they used thisinforma-
tion to further refined their list of critical requirements.

After reviewing the D& B reports, their impressions from the
demonstrations, the input that they had received from the site visits
and thereferrals, along with their critical requirementslist, they re-
duced their list of eight vendorsto a short-list of three vendors.

Keller then developed a comprehensive listing of specific
performance criteria from their list of critical requirements. The
selection team then used these requirements to evaluate vendor
and software capability indetail. Further, Keller visited five com-
panies who were using the systems from their short-listed ven-
dors. Base on these evaluations (using their comprehensive list-
ing of performance criteria and what they found during the five
site visits), they found EM S (Effective Management Systems) to
bethemost capabletofulfill their information systemsneeds. Three
of the sel ection team membersthen spent two dayswith EM S dur-
ing which they learned more about their company, their strategic
direction and their philosophies. All-in-all, the selection team de-
termined that EM S would be a good long-term partner for them.

Keller theninvited EM S back for intensive two-day demon-
strations for the selection team, mill managers, and the EAC, a
total of approximately fifty to sixty individuals. These individu-
alswerethen polled regarding their impressions of the demonstra-
tions and the responses were overwhelmingly positive. The deci-
sion was then made to select EMS' packaged software solution.

4. Analysis: Keller’s ERP Software Acquisition Process
The analysis of the case was done based on the data that
was collected from various sources at Keller. The data collection
endeavor focused on information that was pertinent to the acquisi-
tion process for the packaged software. Documentary evidence
was provided in theform of reports, arequest for information (RFI),
memoranda, and newsletters. Other information was gathered
using structured and semi-structured interviews. A total of four
interviews were conducted. The participants included: VP of In-
formation Systems, the VP of Personnel, the Corporate Materials
Manager, and a Plant Manager. Each interview lasted approxi-
mately one hour and was audiotaped.
The case study was subsequently developed from the infor-
mation provided during the interviews and from supplementary
documents.

4.1 Data Collection

Each of the participantsfor Keller’s case presented an over-
view of the process that was followed during the acquisition.
Though brief, these summations allowed us to see six processes
that outlined the ERP acquisition. The processesidentified were:
planning, information search, selection, evaluation, choice and
negotiation and were evident in al of the participants' responses
to the general question.

In the next section, we will be presenting each of the pro-
cesses beginning with planning, information search, selection,
evaluation, negotiation and choice.

4.2 Planning Process
For Keller, planning marked the beginning of the acquisi-
tion process. We observed within the data that ‘ planning’ encom-
passed all of the activitiesthat Keller deemed necessary to pursue
this endeavor. Keller's planning process included meetings to de-
termine schedules, priorities, participants; activities and tasksthat



28 « Managing Information Technology in a Global Economy

would need to be completed; types and sources of information to
be sought; and so forth.

Although the term ‘planning’ was not specifically used in
the responses to the general question, it was used in the responses
to the question concerning the Planning process. Intheir responses
to the general question, the interviewees spoke of tasks and activi-
ties that needed to be accomplished such as the development of a
list of requirements and meetings with internal customers who
would be affected by the new systems. According to Keller’'sVP
of Information Systems, “...a planning scenario as far as timing
and dating, defining milestones” was developed and laid out in a
Gantt chart using Microsoft Project Management.

Asjust discussed, datafrom theinterviews and the support-
ing documentation showsthat Keller’sacquisition team completed
a planning phase. What can a so be deduced from the data is that
planning was continuous throughout Keller’s acquisition process.
Planning wasdoneiteratively asthe acquisition process progressed,
with the plan adjusting as warranted by ‘new’ information as it
was received.

4.3 Information Search
What was most significant in the Information Search
process was the ‘ Sources of Information’. We identified to two
sources of information: internal and external. In their responses,
the participants informed us that information was obtained from
both sources.

Asto theinterna information sources, Keller availed them-
selves of information from various sources within the organiza-
tion that included individual users and team members. Thesein-
terna sources provided information primarily on the organization’s
requirements at al of the levels and in all of the areas that the
technology would impact.

External sources were sought to provide information about
software solutions that might best meet their needs. Keller con-
ducted amarketplace search, gathering information from competi-
tors, trade publications, journals, a seminar, and professiona as-
sociations. Keller used information gathered from these sources
in the construct of their long-list of vendors.

In addition to the external sources listed above, Keller also
gathered information from the visits that they conducted to some
of the vendors' sites and from vendor references.

4.4 Selection Process
Concurrent to the Planning process, several iterations of
screenings were done during the Information Search process prior
to arriving at a short long-list of vendors. Selection and evalua-
tion criteria pertaining to both the vendors and their technologies
were used to screen for vendorswho could supply the type of soft-
ware solution that Keller was seeking.

For the most part, we see the Selection process as having
begun at the point when Keller received the RFI responses back
from the vendors. According to the Corporate Materials Manage-
ment, Keller's Selection process was conducted in two phases.
The first phase was conducted upon receipt of the RFIs from the
vendors. With the RFI responses in hand, Keller proceeded with
the‘ paper’ evaluation of thevendors' packages, that is, they evalu-
ated the responses as they were presented, at face value, on paper.
More precisely, thisentailed aninitial cursory evaluation that was
done by the VP of Information Systems that quickly eliminated
more than half of the vendors on the long-list. The Acquisition
Team after which they again reduced the number of vendors to
half, thereby leaving fifteen vendors/software products for con-
sideration, then conducted a second, more detailed evaluation of

the remaining vendors. At this point, the second phase of the Se-
lection process began and it involved a second contact with the
remaining vendors (vialetter with alisting of Keller’scritical re-
quirements), more in-depth vendor evaluations using Dunn &
Bradstreet reports, in-house or telephone interviews with vendor
representatives, basic product demonstrations, and visits to refer-
ence sites.

Among the factors that Keller considered important in the
evaluation of the vendors were financia stability and size.

Another critical factor was the ability of the vendor to meet
Keller's requirements. Keller wanted a single vendor solution.
Strategically, this was an important factor for Keller. Although
this project was focused on manufacturing, Keller was al so think-
ing of their future requirements in other areas of the organization
such as finance.

The data shows that information was also gathered on
some of the vendors and their software solutions (functional as-
pects) by means of visits to reference sites. Three reference sites
werevisited by some of the members of the Acquisition Team and
all were found to be valuable sources of information.

According to the VP of Personnel, the objective of the Se-
lection process was to create a short-list of vendors who would
later be invited to do scripted in-house demonstrations.

4.5 Evaluation Process
From the data, we observed two distinct types of evalu-
ation that were conducted by Keller: vendor and functionality.
Evaluation criteriafor both types were developed in the Planning
phase of the acquisition process.

As part of the Vendor evaluation, each of the vendors was
evaluated in terms of their financial stability, size, etc., based on
reports from Dunn & Bradstreet as well as other information.

In Keller's case, the Acquisition Team conducted the
Vendor evaluation. In addition to the quantifiable factors (sales
volume, the size of the company, etc.), according to the VP of
Personnel, consideration was also given to qualitative factors such
asthe quality of the response, the appropriateness of the response
to Keller's particular needs, as well as the impressions made dur-
ing ‘face-to-face’ meetings with the vendors.

The second type of evaluation that the Acquisition Team
conducted focused on the functionality of the software. A high-
level functional evaluation was conducted on the responsesto the
first RFI that Keller sent out. (After the eval uation of the responses
to the RFls, they were able to reduce their long-list of vendors
from sixty-two [62] to approximately 30 vendors.) Following a
second contact with the vendorsfor which they had sent out | etters
(a second RFI) with a detailed breakdown of the functionalities
and capabilities they were seeking, Keller then conducted a more
in-depth evaluation of the responses that they received. (After the
evaluation of the responses to the second RFIs, they were able to
reduce their short long-list of vendors from thirty [30] to fifteen
[15] vendors.) They subsequently evaluated the software’s
functionalities during standard or ‘canned’ software demonstra-
tions. According totheVPof Information Systems, Keller invited
the short-listed vendorsto their facilitiesto conduct in-house dem-
onstrations (sales presentations) of their proposed solutions. Of
the fifteen vendors from the long short-list of vendors that were
invited, only eight (8) of the vendors responded to Kdller's invita
tion—five of thevendorswent to Keller'sfacilitiesand did in-house
presentations, while three submitted reports on their products.

According to the VP of Personnel, these in-house meetings/
presentations were a means for the Acquisition Team to narrow
the long short-list to a manageable few. It was also a method of
educating the team about the various technol ogiesthat were avail-



able in the market place.

Lastly, Keller had the primary vendor conduct a scripted in-
house product demonstration that was based on the criteria that
they had developed to measure the software’s capabilitiesin each
of the fourteen critical areas.

Keller also used site visits and calls to vendor references as
other meansto eval uate the functional capabilities of the software.

During the Planning process, in preparation for the different
stages of the Evaluation process, Keller devel oped questionnaires,
the demonstration scenarios, and evaluation matrices using the
functional and vendor criteria that they had established. TheAc-
quisition Team assigned weightsto each of the criteriaand ranked
them in the order of their importance.

One of the matrices that were developed (what we would
call a‘Critical Requirements Score Card [CRSC]’) was used dur-
ing the Selection process for evaluating the RFI. This scorecard
contained fourteen high-level criteria for evaluating the vendors
and the functional aspects of the software packages.

4.6 Choice Process

The acquisition process culminates in the Choice process
and consistsof the ‘final choice' or ‘recommendation’. InKeller's
case, the Acquisition Team arrived at a ‘final choice’ or ‘recom-
mendation’ of the software solution. The responses to both the
first and the second RFI's, meetings with the vendors, callsto ven-
dor references, site visits, and standard/’ canned’ software presen-
tations—all contributed information that enabled the Acquisition
Team to narrow their lists of potential vendorsto aprimary choice.
Then, for the purpose of confirming their choice, Keller invited
the primary vendor in-house to do a scripted demonstration.

According to the Plant Manager, the Acquisition Team chose
this particular vendor’s software solution because it was the one
(in the price range that Keller was looking at and for the size of
company that Keller is) best able to meet Keller's current and fu-
ture requirements, not only on the manufacturing side, but also in
other areas of the company.

In addition to the CRSC that was used during the Evaluation
process, ameeting was convened of al of the Steering Committee
and Acquisition Team membersto seeif there was a consensus on
which technological solution was the most appropriate for Keller.
Input from the shop floor users who had participated in the Evalu-
ation process was also factored into the final choice.

4.7 Negotiation Process

It became obvious to us, even while interviewing Keller’'s
participantsthat the there weretwo types of negotiationsthat tran-
spired during the course of Keller's acquisition process. As the
“primary negotiator”, the VP of Information Systems conducted
business negotiations with the vendors throughout the whole pro-
cess on such things as cost and modifications.

He also conducted legal negotiations on the pricing and fine
contractual details leading to the signing of the contract with the
vendor.

The business negotiations were characterized as being in-
formal, while the legal negotiations were characterized asformal.
According to the VP of Personnel, they entered formal negotia-
tions with their vendor of choice, EMS, after the Board of Direc-
tors approved the final choice.

As to how this process could be characterized, it appeared
to us that the business negotiations were fluid throughout most of
the process. As per the VP of Information Systems, Keller did
“not pass up an opportunity to negotiate as [they went] along”.
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5. Lessons Learned
For Keller, the ERP acquisition process was an incredible
‘learning experience’. As described by the VP of Information
Systems:

“...all of uslearned unbelievably fromthis experience.
There was continual learning. We were running into
phrases and statements that we' d never heard of be-
fore, especially since none of us were really trained
MIS people.”

Among the lessonsthat this experiencetaught them wasthat:

(1) they could doit! Eventhough they took thelong route
in doing things, they learned that they could do it, on
their own, without the help of outside consultants.

(2) they could adapt and accommodate alot of new infor-
mation about technologies that they knew little or noth-
ing about.

(3) they had to develop new proceduresfor dealing with
ERP software acquisitions. Sincethey had never pre-
viously undertaken a process for this type of software
nor did they have in-house expertise in this area, the
Acquisition Team had to ‘ construct’ (‘design’) the pro-
cess as they went along.

(4) they had to modify their existing purchasing proce-
dures. Since Keller's standard purchasing procedures
were inadequate, they had to be substantially modified
to suit the complexity of this acquisition.

The VP of Information Systems carefully documented the
new procedures as well as this process so as not to lose what the
organization had learned. Since this was a new experience, the
VP of Information Systems wanted to leave behind some docu-
mentation explaining the rational e that was used and the decisions
that were made for choosing this (the EM S software) technology
over another. Asaresult, theAcquisition Team contributed adocu-
mented history of what transpired during this acquisition process
to the organizational memory.
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