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From the Editor, Gabriele Piccoli

Does Best Practice Make Perfect?
Fitting Off-the-Shelf Applications to Meet Your Needs

I am just now wrapping up writing a book (which
turned out to be a much more involved undertaking
than I had planned, but let’s not rehash the wisdom of
questionable decisions made in the past). The target of
the book is the required information systems course for
MBAs — you know, the course that a few decades into
the Information Age happens to be one of the most
important ones in the modern MBA curriculum? That
seemingly simple fact, however, is lost on many mas-
ters students, who come into the semester thinking
they don’t need to learn all that techno-mumbo-jumbo.
Thus, the critical success factor of any textbook of the
“information systems for non-IT managers” kind is its
ability to “enroll” the student, as a very good friend of
mine would put it. In other words, the book must be
good at “making the case” for its own existence. I have
a feeling of déja vu here; where have I heard of this
problem before?!

Last week, I was working on the chapter titled “Getting
IT Done” — a chapter that focuses on the process by
which information systems come to be in the organi-
zation (i.e., systems design and development, systems
selection and acquisition). That chapter benefited greatly
from this month’s CBR survey, as I was able to use fresh
data to make the case that the way information systems
come to be in modern organizations is changing —

and that managers need to be more sophisticated and
more involved than ever. We see much less of the
dichotomy traditionally captured in the “make or buy”
decisions. Rather, we are purchasing more and more off-
the-shelf applications that subsequently go through a
configuration and customization process. In the book,

I call this the “buy and make” process.

OK, enough about my book, let’s get to the important
stuff: this installment of CBR! The idea for this issue
was seeded by the many discussions I had with one

of the authors (and my colleague here at Cornell) Erica
Wagner. Erica has some very creative ideas and some
strong opinions about software, particularly large-scale
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applications (e.g., ERP), having done much of her work
studying their implementation. I have seen her doing
the “best for whom?” routine a few times, in which she
raises some very interesting challenges to the notion of
best practice software. The best-for-whom routine, in
addition to being interesting and stimulating, is a per-
fect fit with CBR, where we feel quite comfortable hav-
ing and voicing opinions.

Moreover, because here at CBR we like to back up our
opinions with evidence and fresh data, Cutter issued a
survey designed to take stock of user experiences with
the implementation and use of application package soft-
ware. We then invited a team of experts to comment on
the results. Our academic contribution for this install-
ment is provided by Erica Wagner, Assistant Professor
of Information Systems at the School of Hotel Admin-
istration at Cornell University (USA), and Sue Newell,
Cammarata Professor of Management in the Depart-
ment of Management at Bentley College (USA). Both
Erica and Sue do substantial field research on the
design, development, and implementation of large-scale
software applications. Providing our view from the
field is Bill Ulrich, Senior Consultant with the Cutter
Consortium Business-IT Strategies and Enterprise
Architecture practices. Bill is also the President of
Tactical Strategy Group, Inc., and has more than 25
years’ experience advising a wide range of organiza-
tions on migration and transformation projects, having
worked with Fortune 1000 companies, government
agencies, and high-tech firms.

In this issue of CBR, Erica and Sue bring to bear their
years of studying enterprise systems (ES) and best prac-
tice software implementations to frame the survey. They
use the survey as a springboard to draw conclusions
about the opportunities and pitfalls presented by the
buy-and-make paradigm. But, in good old Cutter style,
they don’t shy away from challenging vendor (and exec-
utive!) rhetoric. I particularly draw to your attention
their discussion of the limitations of the best practice
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software concept. Much negotiation and many tradeoffs
are required during the deployment and implementation
of large, highly integrated applications like enterprise
systems. For this reason, it is very dangerous to fall prey
to the overly simplifying “transform the organization”
rhetoric. Erica and Sue conclude by presenting six
actionable guidelines that I am sure you will find useful.

Bill then does an outstanding job of systematically ana-
lyzing the survey and painting a comprehensive picture
of the experience our respondents have had with appli-
cation package software. I specifically draw to your
attention his discussion of the implementation and inte-
gration challenges that these packages bring about. Bill
concludes by summarizing the findings of the survey —
a nice touch for busy readers and a feature that perhaps
we should have in every issue — and contributing a set
of broad recommendations.

The buy-and-make paradigm to systems development
is here to stay. Today’s organizations have access to
an unprecedented array of off-the-shelf applications
seemingly addressing almost every single one of their

software needs. But the truth is that organizations today
are as unique as they have ever been (if not more), and
purchasing prepackaged applications requires (often
significant) adjustments both to the software and within
the organization. The result? Get ready for more of the
same: hard-to-establish systems requirements, extensive
negotiations, and significant need for change manage-
ment during and after systems implementation.

I hope that you will find the ideas and suggestions in
this issue of Cutter Benchmark Review to be helpful as
you continue to fearlessly navigate this brave, new,
buy-and-make landscape.

— Gabiriele Piccoli, Editor,
Cutter Benchmark Review
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User Experlences with the Implementation and Use
of Application Package Software

INTRODUCTION

In the past, companies have designed systems to support
work activities unique to their organization. Such sys-
tems were implemented at the level of department

or business function in order to effectively meet specific
needs. However, this functional approach to develop-
ment often led to the creation of “islands of automation,”
where a depth of information about a single domain

was available through a standalone data repository, but
there was little or no potential for sharing information
across the firm. Furthermore, isolated development led
to disparate data formats, multiple operating systems,
and various interpretations of data. These variations con-
tributed to a systems environment that was difficult to
maintain, made integration across business processes
inefficient, and failed to meet user expectations.

This situation has changed dramatically, with compa-
nies moving from custom-made systems to configurable
packaged enterprise software. These products suppos-
edly embed best practices so that, through their
adoption, the firm receives the gold standard for accom-
plishing particular business processes. This is attractive
to businesses not only because of the ability to bench-
mark current processes against those designed into the
software templates, but also because packaged software
promises to cut down on inhouse IT development
resources by offering a prebuilt framework around
which to make configuration choices. Increasingly,
vendors have begun to offer preconfigured packages
for different industries and organizations of different
sizes (e.g., packages specially designed for SMEs). This
has been done to speed implementations by reducing
the complexity of the configuration process, and it is
beneficial for the vendor. For example, Oracle took its
government/public-sector product and retooled it as

a higher-education solution. As a result, Oracle success-
fully entered an emerging market.

When choosing packaged software products, adopting
organizations are encouraged to first install the “vanilla”
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version of the software — that is, with minimal or no
customizations to the actual software program. Doing
so is expected to ensure benchmarking standards and
save unnecessary local development. Organizations are
then encouraged to “configure” the software from a cat-
alog of options and then to simply transfer existing data
and processes to mirror those supported by the soft-
ware. Consequently, buying instead of building soft-
ware means that the normative practice is to change
organizational processes and structures to match the
vanilla design supported by the software. In addition,
organizations must be willing to upgrade the software
at regular intervals if support by the vendor is to con-
tinue (vendors argue that such upgrades are necessary
to ensure that the market is supported with a state-of-
the-art product).

Buying instead of building software means
that the normative practice is to change orga-
nizational processes and structures to match
the vanilla design supported by the software.

Enterprise resource planning (ERP) is the most promi-
nent packaged software of this kind and arguably the
most popular of the 20th century. The market reach of
ERP is mirrored in the Cutter survey; 70% of respond-
ing organizations have adopted such a product (see
Graph 1 in the Survey Data section starting on page 21).
Historically, ERP products were confined to support
system modules, but today they are being extended

to include options for customer, supply chain, and
human resource management — a trend that is evi-
dent from the survey. In this article, we use the generic
“enterprise system” (ES) as an umbrella term to
reference packaged software products that are designed
to support different business processes.

Benefits typically associated with adopting an ES are
that it can support integration of business information
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across an organization, thus potentially enabling
smoother and more efficient workflows around busi-
ness processes. Yet evidence mounts as to the difficul-
ties of achieving these benefits. The basic premise that
an ES product can effectively meet the diverse needs of
various organizations is questioned, as is the extent to
which their sale in the marketplace enhances competi-
tive advantage. This latter point relates to the question
of whether the best practices that are embedded in the
software are indeed the best choice, a point we will dis-
cuss later. Here, we draw upon the data collected from
the Cutter benchmarking survey of ES package adop-
tion and implementation to consider these issues.

ES DEPLOYMENT: PARTIAL VS. FULL DEPLOYMENT

The Cutter survey results support the notion that ES

in general are difficult to exploit fully, but nevertheless,
organizational actors are working with the products.
Only 28% of the organizations have fully deployed

an application package meant to support business
processes (see Graph 2). Yet only 7% have failed to
deploy or have deployed and then later pulled their
software product out of production. This means that the
majority of those who purchased an ES are in produc-
tion with the software but are operating at less than full
deployment. One reason for this are escalation costs
related to complex software projects, where it becomes
expensive quickly and the implementing organization is
unlikely to completely pull the plug — so they try to
make it work in spite of the difficulty associated with
its implementation. Thus, while most of the responding
organizations are operating an ES, over 90% of those
that implemented one claim the organizational changes
associated with implementation had a degree of diffi-
culty (see Graph 11).

Bill Ulrich’s article (beginning on page 13) highlights
this finding as well, and he argues that management
should adjust its expectations and realize that this is the
way things are when it comes to ES deployment and
use. We agree and argue that practitioners need support
that extends beyond implementation if they are to man-
age these behemoth project initiatives. Practitioners
should take solace that nearly 95% of the organizations
represented in the survey have managed to create a
system that is in production. Too often, when we visit
organizations and talk with project teams trying to
implement ES products, we hear disappointment and
failure stories because they were unable to fully deploy
the product, to realize every last benefit of the software.
Evidence in this survey suggests that it is standard
practice to deploy rather than give up — but to deploy
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with less than what one might have initially hoped is
possible. Perhaps not surprisingly, the findings also
indicate that when less functionality is deployed, fewer
goals are satisfied. For us, this indicates that expecta-
tions can be raised over time. It is important for man-
agement to persevere after deployment in order to
exploit more of the functionality from the system.

IMPLEMENTING ES: IMPROVING EFFICIENCY VS.
FOLLOWING THE COMPETITION

The survey results suggest that internal efficiency
factors are more important than external competitor
factors in influencing adoption decisions (see Graph 4).
Many respondents do not feel that their organization
chose to implement an ES as a way of benchmarking
against the competition, that is, “keeping up with the
Joneses” so as not to lose competitive position. Yet
when we’ve asked practitioners why ERP, the repeated
response is a blank stare followed by the statement,

“No one builds their own systems anymore.” This indi-
cates two things. First, that humans like to attribute
decision making to a rational assessment of needs,
rather than to a desire to be like others. Second, it
points to the “ERP bandwagon” effect, where we

hop on board because there doesn’t seem to be another
wagon coming along anytime soon that can get us
where we need to go.

ERP advocates have done an exceptional job at clearing
the field of viable options and making it appear as
though enterprise systems are a prerequisite for busi-
ness success. This is not to discount our respondents’
perceptions that they are motivated by internal effi-
ciency factors more than external competition, but
rather to offer an alternative interpretation based on our
knowledge of the management “fads and fashions” lit-
erature. This literature indicates that the copycat trend
is pervasive when it comes to management ideas and is
illustrated by data on a diverse range of new technolo-
gies (including IT) that demonstrate an S-shaped adop-
tion curve: innovative early adopters being copied by
an increasing number of followers, leaving a few lag-
gards or late adopters who refuse to “follow the fash-
ion.” The BlackBerry, for example, is indeed a nifty tool
for accessing e-mail, but it certainly isn’t the only tool,
and yet its sales to businesspeople far exceed other
brands. We see this in all kinds of consumer products,
where trendsetters are followed by the masses, who
essentially adopt to try and “be like” them.

Adopting technologies because others have done so is
not necessarily a bad thing. Indeed, one could ask the
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question, why adopt a best practice software if only to
improve organizational performance and secure data,
when inherent within an ES is the idea that one is con-
necting up with state-of-the-art practices as defined by
others? Fashions offer advantages since they can pro-
vide powerful symbols for efficiency and legitimacy. In
addition, ERP became a management fashion at a point
in our history when issues of globalization dominated.
The end of the 20th century brought with it the dot-com
era, the rise of the Internet, outsourcing, and global
competition. No longer did it feel safe to opt out of

that which others were opting in to — in this case, ERP.
What the management fashion literature reminds us,
however, is that new technologies can diffuse very
widely even though they are not necessarily more tech-
nically efficient than preceding technologies. For exam-
ple, many of us remember the Beta versus VHS video
recorder choice; the fact that VHS “won” the consumer
vote was despite the fact that it was actually technically
inferior to the Beta technology from Sony. Indeed, the
very notion of “best practice” is inherently problematic,
and we argue that what is actually best is determined
by context and can never be captured by industry-wide
best practice solutions because of the uniqueness of
each organization and its history, environment, culture,
and so forth. We next consider in more detail this issue
of best practice.

SOFTWARE “BEST PRACTICE": A PROBLEMATIC CONCEPT

The idea that adopting the package would enable the
organization to adopt best practices is strong, with 70%
of respondents citing this as a primary or important
motivator (see Graph 3). Nevertheless, respondents
have varied ideas of exactly what the concept of best
practice refers to, suggesting ambiguity of this term.
As illustrated in Graph 5, only 39% of our respondents
believe that best practices have to be external practices,
indicating that if an internal practice is perceived as
superior to the proposed external practice, then one
might choose to retain this internal practice as the best
choice. Thus, we can define software-based best prac-
tices as:

Superior business processes from both within and outside
an organization that are applied in order to create routine
uses of knowledge. These practices are judged to be supe-
rior by those making the software and are then included
in a catalog of software templates from which one can
configure ES.

The selection of those practices to include in a catalog
is at the crux of what we see as problematic about best
practice software claims. In our fieldwork, this has been
played out as a tension between the view that superior
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processes are embedded in the software versus the view
that any given business has learned over time how best
to handle its unique situation. Companies often resent
having to change their processes to suit the software,
processes that they have strived to hone over the years.
As one interviewee said to us, when talking about how
their software vendor was pressing them to change
their business processes rather than accept that they
knew best how to operate in their particular market
niche: “We had spent 15 years developing something
that is successful to become the number one dealer in
this industry — we must have done something right.
Give us credit for doing something right.”

Best practices are superior business processes
from both within and outside an organization
that are applied in order to create routine uses
of knowledge.

While this interviewee was critical of the idea that

the software represented best practice, we have found
that this is not always the case, especially among the
senior decision makers who are often removed from
day-to-day practice. Assuming that superior processes
are embedded in software relates to what we have
observed in our field research when decision makers
assume that adopting some kind of information tech-
nology will enable them to change the business; thus,
the oft-touted view that adopting an ES will “trans-
form” the organization. There is an assumption that the
presence of so-called best practice software templates
will enable an organization to achieve superior business
processes as a result of implementing software. In other
words, the crucial step is in the acquisition of the prod-
uct; after that, it is just a matter of doing the legwork.

The problem with this mindset is the lack of criticality
that would normally precede a decision of this mag-
nitude. Anyone who has ever trained for an athletic
event or been a member of a sports team knows

that there are a variety of coaching styles, multiple
training plans considered optimal, and recommenda-
tions for rest, cross-training, hydration, and nutrition.
Yet one becomes an athlete when one is able to critically
discern for him or herself what works and what is sub-
optimal. To just “do the legwork” suggested by an out-
side expert might in fact be detrimental. Case in point,
a five-time marathoner was never able to run under
3:40:00 despite reading multiple books on training
approaches. Against all the wisdom culminated from
“real” runners, the marathoner began to take walk
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breaks every three miles during training and abided
by this on race day. Real runners don’t walk; yet he
finished in a shorter amount of time than ever before.
The difference here was not in the execution — hard
work was consistent across all his marathon trainings
— rather, it was his point of departure. He redefined
what was the best practice in terms of marathon train-
ing, and he learned that by letting his body recover
every three miles with a short walk break, he had more
energy in reserve when he got to the 18-mile mark.
Where previously he was running on empty and his
time slowed dramatically, through his run/break train-
ing, he was able to ramp it up for the last eight miles to
finish faster.

Developing an ES that works for you will
entail experimenting with and continuing to
adapt both the technology and the organiza-
tion in the post-implementation environment.

The point of this example is that organizations, too,
need to consciously develop an ES that works for them
and, while the configuration options provide for some
flexibility, this may not be sufficient for their specific
business needs. This is because the menu of configura-
tion options is limited so that, for example, the run/
break training option, or its equivalent in organizational
process terms, may not be part of the menu. Developing
an ES that works for you will entail experimenting with
and continuing to adapt both the technology and the
organization in the post-implementation environment.
It is very unlikely that the “best practice configuration,”
even one tailored for your specific industry, will be the
ideal fit for your particular organization.

In this way, functional deployment can gradually

be built up. The message to companies, then, is not to
regard the implementation as completed at the point
at which deployment is achieved and there is an infor-
mation system in production. As we have seen, most
companies at this point will be using only some of the
potential functionality of the ES. You would do well to
not simply stop at this point and bemoan the fact that
all the functionality has not been exploited. Rather,
you need to see the ES implementation as an ongoing
process of continuous learning and adaptation. This
means that there will need to be an allocation of
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resources for these post-implementation developments.
In his article, Bill emphasizes the importance of being
realistic about the budgetary implications of an ES
implementation. We agree with this point and would
add the importance of recognizing the need to allocate
resources for these post-implementation developments.

REALIZING THE BENEFITS OF ES: THE TENSION
BETWEEN EFFICIENCY AND INNOVATION

Realizing the benefits from their package implementa-
tions has been quite difficult or extremely difficult

for 40% of the companies surveyed (see Graph 18).

As shown in Graph 6, the benefit most realized relates
to operational efficiencies. This is not surprising in the
context of ERP products, which provide an integrated
infrastructure for the organizational support systems.
However, with products sold to help improve value-
added activities, such as customer relationship man-
agement (CRM), we would expect to see evidence of
improved competitive positioning within the market-
place as a cited benefit.

One reason that efficiency is more strongly enhanced
than competitive positioning can be linked to the fact
that there is tension between efficiency and flexibility /
innovation. This is because efficiency is obtained by
standardizing processes, with individuals then under-
taking specialist tasks within those processes that are
prescribed by rules and procedures. Some organiza-
tions, such as McDonald’s, have grown to be very suc-
cessful based on a rule-bound orientation to promote
efficiency. Such bureaucratic work design, however, is
not flexible nor is it conducive to innovation, as we can
all attest to when we have tried to get a call center oper-
ator to respond to some unique circumstance that does
not comply with the norm. Thus, innovation requires
more organizational slack and a less rule-bound envi-
ronment, where people can experiment with new ways
of working or with new product designs. Today, there
is some discussion that an organization can be ambidex-
trous; for example, with some parts of the organization
being designed to support efficiency (e.g., the R&D
function), while other parts are designed to support
innovation (e.g., the production function). However,
with a standardized ES penetrating all parts of an orga-
nization, a potential tension between efficiency and
flexibility is one that organizations need to consider;
more specifically, organizations need to consider how
they are going to be able to respond quickly to the
dynamic environment when their complex ES is very
difficult and expensive to modify.
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Importantly, a contradiction arises when analyzing

the two survey questions related to ES benefits and

the usefulness of the best practice software model (see
Graphs 6 and 7, respectively). One might expect to

find high correlation between the usefulness of the best
practice software and organizational benefits. However,
this was not the case; with the exception of operational
efficiencies, the majority of respondents were able to
realize limited organizational benefits (ranging from
not at all to neutral). When juxtaposed against the
perceived usefulness of the best practice model, most
respondents found the model to be useful (ranging
from very to neutral). Along with Bill, we interpret this
to mean that while the best practice models embedded
in software products are considered useful, the soft-
ware still isn’t benefiting the organization as much as it
should. As Bill notes in his conclusions, there is a serious
gap between the promise of best practice software and
what it ultimately delivers in practice. This worrying
finding is further substantiated with the 40% of respon-
dents who claim that it was quite or extremely difficult
to realize the benefits that were anticipated when the
choice was made to adopt the packaged software, and
another 42% were neutral about the level of difficulty
(see Graph 18). This begs an answer to the question —
what is the point of so-called best practice enterprise
software? If the models are helpful, then shouldn’t they
also help the organizations to achieve expected benefits?
This reflects some of the problems previously discussed
with the very concept of best practice.

THE CHALLENGES OF ORGANIZATIONAL AND
TECHNICAL CHANGE: THREAT OR OPPORTUNITY

The majority of organizations had modified their orga-
nizational and business processes to fit the application
package software (see Graph 8), and there is a correlation
between those modifications and the meeting of organiza-
tional goals (see Graph 9). This stresses the importance of
being willing to modify process flows and existing roles
and responsibilities. Nearly 50% of respondents rate the
challenge of making these changes as either quite or
extremely difficult and time-consuming (see Graph 11).
Our experience suggests that achieving the organizational
change necessary to support the processes embedded in
the software is especially difficult when there is limited
representation on the ES implementation project team
from different office locations. For example, in one orga-
nization we observed, the project team was staffed with
members from the central office, with very little depart-
mental representation. This meant that the ES was config-
ured to suit the needs of central administrators. When
rollout began, the departmental administrators protested
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that the new system made their jobs more, not less,
difficult and thus they resisted the suggested organiza-
tional changes.

Technical challenges were also prevalent (see Graph

12). The most effort was expended on the migration

and integration of existing data, demonstrating the chal-
lenges of cleaning up existing databases. Integration
with other applications also required significant effort.
Our previous research has also identified these techni-
cal difficulties. In one large global organization we were
observing, for example, migration of data from legacy
systems was difficult because, in Spain — where people
often have double-barreled surnames — a field in the
legacy system had been used for putting in the second
part of the name, while in other countries, this field was
used for something else. Integrating the data from dif-
ferent countries was therefore very challenging, taking
much longer than had been anticipated.

Analysis of the survey results indicates that perceived
benefits and goal achievement are tied to the degree of
organizational and technical change experienced during
a project. The more challenging these changes, the less
stakeholders were able to extract benefit from their ES,
and they had also been less successful in achieving their
goals. In addition, the timing of such changes impacted
the perception of benefits achieved. Unanticipated post-
implementation changes that had not been budgeted
for made realizing benefits from their ES deployment a
challenge. In addition, 57% of the organizations made
changes both before and after implementation (see
Graph 10). This, we argue, indicates the need to

change the lifecycle/rhetoric of successful software
implementation. We think it is important for practi-
tioners to hear from researchers and consultants that
post-implementation modifications are a normal and
expected part of the process rather than to conceptual-
ize such activities as indicative of failure. Moreover,
these results stress the importance of understanding
the reasons why these organizational and technical
challenges are so prevalent and difficult to manage in
ES projects, an issue we address next.

Technical and organizational challenges occur because
of the ways in which users improvise with any tech-
nology — for example, fields get used for things that
were not originally intended (as with the double-
barreled surnames), and users adopt workarounds in
order to maintain legacy practices even when the new
ES no longer supports these. This means that it is
extremely difficult to maintain an integrated database
when it is used across so many different user communi-
ties, each with its own local practices, which continue to
evolve long after the ES has been first implemented.
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Such user improvisation can be perceived as either a
problem or an opportunity — a problem because it
leads to resistance but an opportunity when it helps
bring about unanticipated benefits. Respondents indi-
cate that users resisted removal of their legacy systems
and thus continued to use shadow systems to accom-
plish their work (see Graph 19); they also attempted

to add to the package software. Yet seeing these user
improvisations as only a problem undermines the
potential to transform a system from a copy of what
other organizations are doing to a unique system that
can actually provide some competitive advantage. The
number one reason for project failure is user rejection
of the system. The notion that a for-profit company can
force acquiescence to a particular system is dangerously
false. People are at times recalcitrant and can always
find a way to subvert formal policies/processes.

Seeing these user improvisations as only a
problem undermines the potential to trans-
form a system from a copy of what other
organizations are doing to a unique system
that can actually provide some competitive
advantage.

CUSTOMIZATIONS: THE MIDDLE WAY

Interestingly, a high proportion of respondents had
made either a great deal (24%) or some (54%) custom-
izations to the vanilla ES (see Graph 14). The reason for
such customizations links to the previously discussed
issue of valuing local practices. If we accept that much
organizational knowledge resides in the day-to-day
practices of those undertaking the work, then we
should be attempting to develop systems that blend
the automating and integrating power of an enterprise
platform with grounded knowledge. This depends,
however, on users understanding enough about

the ES to consider how to exploit its functionality.
Unfortunately, given the complexity of an ES and the
typical “press button” approaches to training, this inter-
action between user knowledge and ES functionality is
often not easily obtained, especially in the short term.
Alternative and longer-term approaches to training
therefore may be usefully considered. We consider
specific alternatives in the final section of this article.

Organizations are both customizing the software and
changing organizational business processes and struc-
tures. This would indicate that it is false to assume
customizations occur only when companies are being
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“stubborn” and not wanting to change their organiza-
tion to fit the software. Rather, both are happening,
reflecting the tension discussed above between best
practices embedded in the software and best practices
that companies have developed based on their unique
experience in the market. Moreover, there is no relation-
ship in the survey data between customization and ben-
efits realized and goals achieved, belying the idea that
customization is inherently bad. In fact, new consul-
tancy services are being offered that help clients decide
when to tailor ES products. The market sought such
expertise, and the consultancies responded with project
methodologies, which take the customization of soft-
ware seriously.

IMPLEMENTATION METHODOLOGIES:
PLANNING VS. FLEXIBILITY

Organizational and technical changes were made both
before and after implementation, and these changes
exceeded project plan estimates (see Graph 17). This
illustrates that it is not possible to preplan all activities.
This is often not understood in project methodologies
that assume it is possible to provide static guides that
will direct implementation efforts. Rather, the survey
results demonstrate that project teams need to be flexi-
ble and continuously negotiate through the project,
changing plans and deadlines as certain project tasks
take longer than anticipated, while other tasks may
actually take less time. This must be expected since
implementing an ES is inevitably going to involve a
political process of negotiation. While it may be uncom-
fortable to think in terms of flexibility rather than con-
trol, it is a worthwhile shift. Hiring a person to analyze
the project plans and work with a flexible time-phased
approach to budgeting will be beneficial. Furthermore,
we argue that it is human nature for ES users to become
engaged in a system when it directly influences their
sphere of work — in other words, at go-live. While we
might involve users in the requirements definition and
configuration phases of ES, we should expect that they
are only partially tuned into what is being suggested.
After all, don’t you pay more attention to car advertise-
ments and office parking lots when you are on the mar-
ket for a new automobile? It should not be surprising
to find users who seemed to be on board throughout
the project later complaining about the system they
helped configure when it comes time for them to use it.
We cannot force genuine involvement at certain inter-
vals in order to coordinate our project plans. Rather, if
we believe that engagement naturally occurs when an
issue becomes salient, then isn’t it time to change the

©2006 Cutter Information LLC



project implementation story to include and encourage
post-implementation modifications?

The scope of ES change involves many people in an
organization and in a way that necessitates much closer
collaboration than will often have existed previously.
Railroading the technical and organizational changes
through the project oversight structure may provide an
illusion that the initiative is on track, but this is likely
to be at the expense of genuine stakeholder acceptance,
thereby leading to a much higher probability of nega-
tively motivated user resistance and workarounds. In
recognizing the importance of stakeholder negotiation,
it is critical to recognize that consensus is unlikely to
always be possible, given the different points of view
present in an organization. Instead, it is likely to be
important to encourage different groups to “give a
little” so that each compromises on some aspect of the
ES design. In this approach, the ultimate project goal is
not to be “on time” or “perfect,” but to deploy a system
that improves what existed previously and recognize
that future developments will exploit the potential of
the powerful ES even more.

RECOMMENDATIONS

The message from the survey and from our previous
research with companies implementing an ES is that
these are complicated initiatives, and organizations
need to expect delays and frustrations as they attempt
to move a project forward. To do otherwise — to take
unilateral control of decision making, for example —
may result in an ES that gets deployed but then faces
considerable user resistance. Instead, the results suggest
that it is important to invest time and energy working
with these problems, even if it means that the project
timetables are revised. Such revisions should be seen as
indications of long-term success, not a failure to meet a
goal. While Bill’s article recommends better planning
and budgeting up front, we would argue that instead
of having strict milestones and deadlines, iteration
could usefully be built into the project methodology,
thus recognizing the need for flexibility. Companies
want to understand the budgetary implications of an
ES project, yet the reality is that budgets are typically
overspent. Allowing for a more iterative project plan-
ning process may actually encourage a more realistic
ongoing assessment of the financial costs of the project
if negotiations include discussion of the costs involved
as well as the project rationale for a suggested change.
There is no simple formula for project success, but rec-
ognizing the legitimacy of diverse stakeholder views,
even when they may differ substantially from one’s
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own, is likely to be an important factor contributing
to success.

With this proviso in mind, we offer the following rec-
ommendations, noting that you will need to customize
these suggestions to your own local context:

1. Persevere. Move from an acquisition to an implemen-
tation mindset that recognizes implementation as
a long-term organizational change project. Reward
partial deployment and encourage your employees
to persevere with the more challenging aspects of
the ES. Your project team members might be feeling
like they have failed to create the perfect solution.
Remind them that this approach is not the goal
because the dynamic nature of current business envi-
ronments means that what is perfect today will not
be tomorrow. Rather, teach them that an ES imple-
mentation is a long-term initiative that will involve
continuous adaptation and learning. If your team
perseveres, it will help you to gradually exploit the
functionality of this powerful type of software pack-
age. Multiple times we have been told that an ES ini-
tiative that started off well ended up making only
insignificant changes in terms of how work was
done, and this was attributed to the project losing
momentum after go-live when users need coaxing
and the software needs tweaking. The project should
not end at go-live; instead, when you backfill
employees to work full-time on the project, you
should include post-implementation time. Compa-
nies that try to make crucial post-implementation
changes to the system with only a skeleton crew
struggle and thus create political storms with end
users who feel their concerns are not being addressed.
When team members return to preproject positions
and the project central command center is shut down,
the project loses momentum even though it is a time
when a lot more changes need to be made.

2. Recognize. ES projects need to be planned iteratively,
recognizing that there will be divergent views about
what is “best.” Don’t stifle — instead, look for these
divergent views and focus on a “good enough” solu-
tion that meets the needs of multiple communities of
practice across the firm. See users” improvisations
and workarounds as a source of innovation rather
than resistance. Improvisation helps exploit ES func-
tionality and can help users to learn to exploit the
technology in the post-implementation environment.

3. Customize. Tailoring your ES should no longer
be frowned upon. Vanilla is good, but adding hot
fudge and a cherry is all the better for some. While
the costs of customization need to be considered,
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recognize that it can be helpful and possibly crucial
to include software modifications since the so-called
best practices will not always fit your unique organi-
zational circumstances.

. Protect. Whether market-based migrations to new

releases of ES software are necessary is irrelevant.
The complexity of ES makes it difficult to maintain
without vendor support. Therefore, when purchasing
enterprise software, it is wise to take a protectionist
perspective toward your company. Consider long-
term organizational goals and their commensurabil-
ity with your vendor’s business plan. For example,
what percentage of its total business does your indus-
try represent? How many resources is it likely to allo-
cate to the refinement of the product you purchased?
Is the vendor committed to continued development
of an industry-specific product? This represents a
strategic alliance between yourself, vendors, consul-
tancies, and implementers. No longer are you the
master of your own destiny. We have heard it said
that buying an ES is like “getting into bed” with the
vendor, but the relationship is not merely a one-night
stand because you cannot go your separate ways the
morning after go-live!

5. Innovate. Consider whether increased efficiency is

having any impact on flexibility and innovation in
the organization. Consider the idea that another
wagon might be more appropriate to hop up on —
and if one isn’t coming around, then maybe there is
a bicycle that will get you where you are going more
effectively.
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6. Disseminate. Outsourcing your ES training is a
mistake. Your users are your people, and you must
take the time to determine the most effective way of
disseminating information to them and fostering a
learning environment around the ES. Some creative
options include:

— Retaining project staffing and infrastructure well
into the first year of ES production

— Using intranet and instant messaging as communi-
cation mediums

— Encouraging the development of communities of
practice where ideas can be shared among people
engaged in similar practices

— Utilizing special training teams that visit different
locations and encourage broader discussion about
the ES functionality once users have started to use
the basics for their job

— Providing help desks with “power users” who can
help out with transactions that are done so infre-
quently that one-time training often does not help
because users forget the procedures

In sum, implementing an ES is hard work no matter
how you look at it, but multiple organizations have
embarked on such projects without dire consequences.
Perseverance and resilience of organizational stakehold-
ers is necessary if you are going to make an ES work
within your organization. The lesson is that you need

to recognize that anything worth doing is worth doing
until it doesn’t need to be done anymore.
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Application Package Software: The Promise Vs. Reality

INTRODUCTION

Application package software, which is licensed from
third-party software providers to fulfill a specific busi-
ness purpose, has been in use for decades. While the
software has matured, implementing and benefiting
from third-party application packages remains a chal-
lenge. There have been numerous claims made about
the value and benefits of using application packages;
some are accurate, some are not.

To cut through the marketing hype and rhetoric, Cutter
Consortium conducted a survey of application package
users that focused on their expectations and experi-
ences. This article provides an analysis of these survey
findings along with related conclusions on the successes
and challenges in deploying application software pack-
ages. It also presents a set of recommendations for orga-
nizations needing to streamline future package selection
and deployment initiatives.

WHAT IS APPLICATION PACKAGE SOFTWARE?

Application package software, or simply an application
package, is a collection of software programs that have
been developed for the purpose of being licensed to
third-party organizations. Application packages are
generally designed to support commonly performed
business functions and appeal to multiple types of user
organizations. Although a package may be tailored to

a user’s specific needs through parameters or tables, the
software itself is not individualized to a given organi-
zation in the same way that custom-designed, custom-
coded software would typically be tailored.

Examples of application packages include accounting
systems, human resources software, and enterprise
resource planning (ERP) software. Application soft-
ware, within the context of this discussion, does not
include all-purpose tools such as Excel, Quicken, or
Word. Spreadsheets, databases, and word processing
software are all-purpose tools that perform application
functions — in the hands of sophisticated users.
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APPLICATION PACKAGES: A BRIEF HISTORY

Application packages perform business-specific func-
tions, as opposed to operating system or environmental
software such as IBM'’s zSeries operating system or
Windows NT. Most important is the fact that while
operating or environmental software upgrades are
typically transparent to the business community,
application package upgrades are not.

Application packages first became available during
the mid-to-late 1960s when financial accounting and
payroll software was made available for lease from
companies such as McCormack & Dodge. Early appli-
cation packages focused on accounting or financial
solutions. Application packages eventually offered
manufacturing, customer management, human
resources, and various other functions.

Many of theses systems were designed using the same
principles as inhouse legacy applications. Early pack-
ages focused on a single function within a corporate or
government hierarchy, such as accounting, and were
built using older software languages and programming
techniques. This has caused application packages to
become inflexible and increasingly hard to fine-tune to
customer requirements.

Application packages must be integrated into inhouse
application and data architectures. As a result, inhouse
programming teams have had to modify application
packages, and this has resulted in difficulties in
reintegrating vendor upgrades back into the package
software. Falling behind current releases of a given
package increases the challenge of upgrading packages
exponentially.

Over the past decade, a variety of ERP packages were
released that appealed to executives frustrated with
inadequate responsiveness from inhouse programming
teams. Many times, the decision to acquire and install
these packages is driven by senior management, based
on promises from vendors stating that the package
will provide a low-cost way to rid themselves of legacy
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systems while delivering new business functionality.
The promise of application packages, however, is con-
trasted by reality in many situations — as our survey
shows.

SURVEY BACKGROUND AND ANALYSIS APPROACH

The survey was commissioned to determine the benefits
and challenges associated with deploying and integrat-
ing application packages. There were 76 respondents
from a wide range of industries, government agencies,
and nonprofit centers. The main goal of the survey was
to cut through the anecdotal discussions about pack-
aged software and expose the realities of what organi-
zations are actually doing when it comes to deploying
and benefiting from application packages.

The approach taken in analyzing the application pack-
age survey involved comparing the perceptions and
expectations of what organizations thought a given
application package could provide versus the actual
results experienced by respondents. This focus
included:

= Adaptability of the business to align the package
with business processes

= Ability of IT to integrate the package with other
applications and related data

= Opverall success in terms of implementing and
benefiting from the package

= Customization requirements versus the perception of
how much the package would need to change prior
to implementation

= Opverall satisfaction with a given package from a best
practice perspective

APPLICATION PACKAGE CATEGORIES

The survey sought to determine which types of appli-
cation packages an organization has licensed and
deployed. Application package categories represented
in the survey range from enterprise software to more
specialized, off-the-shelf offerings (see Graph 1 in the
Survey Data section):

= ERP software is a cross-department, enterprise-
wide package that provides an integrated set of
functionality to user organizations. This is the most
commonly used software, used by 70% of survey
respondents.
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= Human resource management (HRM) software man-
ages internal payroll, benefits, insurance, and other
functions related to administration of inhouse staff.
HRM software is in use by 45% of respondents.

m Customer relationship management (CRM) software
addresses customer management functionality and
is primarily used by customer-facing departments.
CRM software has grown in popularity and is in use
by 40% of the respondents.

= Supply chain management (SCM) software supports
the complex supply chain management function
and is commonly deployed by manufacturing and
other organizations reliant on third-party goods
and services. SCM software is in use by 16% of the
respondents.

= There are a variety of other specialty products on the
market. For users of any of these products, the survey
included a category called commercial off-the-shelf
software (COTYS), in use by 28%.

SURVEY PROFILE

The makeup of survey respondents includes a wide
range of organizations: manufacturing firms (16%),
government agencies (12%), financial institutions (12%),
publishing/media firms (10%), consulting companies
(12%), transportation/distribution providers (6%),
healthcare (3%), and other industries.

In addition, respondents provided input for varying
cross-sections of their organizations. For example,
30% of respondents represented their departments,
22% represented a single division, and 46% represented
the entire company. IT organization size ranges from
very small (fewer than 50 employees) to very large
(more than 1,000). However, 37% of respondents have
between 50 and 500 IT professionals, while 12% have
more than 500 IT professionals. (For more details on
survey demographics, including location and revenue,
see page 22.)

The respondent profile indicates that application pack-
ages are in use by companies and government agencies
that range from very small to very large. These organi-
zations cross a variety of industries and regions that
have large inhouse support infrastructures as well as
smaller support structures. In other words, application
packages are not limited to organizations of a particular
industry, demographic, or size.
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APPLICATION PACKAGE DEPLOYMENT EXPERIENCES

This section discusses the experiences of the organiza-
tions that implemented one or more application pack-
ages. This analysis is focused on responses from those
that either deployed or attempted to deploy a package
and the issues they encountered.

The first question used to qualify respondents was

to determine the degree to which an organization

has deployed an application package (see Graph 2).
Twenty-eight percent of respondents have either fully
deployed an application package or its core package
functionality, while 25% have partially deployed pack-
age functionality. Another 4% have deployed packages
that were later pulled from production, while 3% have
failed in their attempts to implement a package. The
remaining 12% have never deployed a package. (Note
that these 12% did not enter responses in the remaining
survey questions.)

This sampling not only provides the foundation for the
remainder of the survey but also suggests an important
aspect of package utilization. Only 28% of respondents
fully deployed an application package. This is evidence
of the fact that organizations do not fully utilize appli-
cation packages. This means that management expecta-
tions should be adjusted to realize that, for whatever
reason, a company may only utilize a portion of the
capabilities contained within a given package.

Implementation Challenges

The implementation challenges associated with appli-
cation packages are best exemplified by the degree of
modifications required to the package. While the busi-
ness process and organizational alignment issues are
addressed later in this article, the physical customization
of a package can be driven by many factors. When asked
about the degree of customization required, only 2%

of respondents did not change the package at all, while
another 10% only modified it slightly (see Graph 14).

On the other hand, nearly one-quarter of respondents
modified their packages a great deal, while another
54% modified them somewhat. When asked whether
their organizations had planned to make these changes,
only 14% of respondents said they had anticipated
extensive changes, while another 36% expected moder-
ate changes (see Graph 16). In comparison to the 78%
that applied a great deal or moderate changes to their
packages, only 50% expected to apply this degree of
change to their packages.
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The survey additionally sought to determine when
these changes were applied, as shown in Graph 15.
Close to half (44%) of the respondents applied all or
most of their application package changes prior to
implementation. Another 47% say that they applied
changes both before and after implementation. Only 9%
applied all or most of their changes after implementa-
tion. From a planning perspective, this is an indicator
to management that package customization is typically
required prior to the deployment of a given package.

Survey findings show that the perception
of senior management that packages can
be dropped into an organization with little
change is typically inaccurate.

When asked if the degree of package customization
exceeded expectations, nearly half of respondents (49%)
say that the changes exceeded what was anticipated
and what was budgeted for the project (see Graph 17).
Another 45% believe that the changes were about what
was anticipated /budgeted, while only 6% think that

the changes were less than anticipated /budgeted. These
findings show that the perception of senior manage-
ment that packages can be dropped into an organiza-
tion with little change is typically inaccurate.

These findings additionally show that management
must be more realistic about the degree of package
changes required and must build these requirements
into plans and budgets. Further, management should
increase budgetary allocations for package implemen-
tations in many cases to reflect the reality that almost
half of survey respondents spent more than they had
anticipated on package deployment.

Integration Challenges

A second challenge related to implementing an appli-
cation package is the impact to the surrounding envi-
ronment. The survey found that 31% of respondents
expended a great deal of effort integrating application
packages with existing inhouse applications, and
another 46% spent some effort on existing systems
integration (see Graph 12). In addition, over half (53%)
spent a great deal or at least some effort on integrating
a package with other application packages.

Another 45% of responding organizations expended a
great deal or some effort to integrate a package with
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middleware applications, while an additional 36% spent
a great deal or some effort to integrate the package with
business process automation software. Finally, 42%

of respondents had a great deal of difficulty in inte-
grating existing data into a package, while another 39%
experienced some difficulty. This is an essential step
with almost any package, and these findings indicate
that data integration challenges are nontrivial.

Even more revealing was the fact that 34% of the sur-
veyed organizations found these migration and inte-
gration tasks to be extremely difficult (13%) or quite
difficult (21%), as shown in Graph 13. Another 37%
found at least some difficulty in integrating an appli-
cation package into the existing systems environment.
Five percent of respondents found that integrating a
package was not a difficult task.

These findings expose one package implementation
challenge that can be extremely difficult but that man-
agement may not have anticipated. Integrating an
application package into complex computing environ-
ments layered with legacy systems and data stores,
other packages, middleware, and business process
automation tools is not a trivial exercise. These findings
further suggest that management may not have fully
mapped the capabilities of the packages that have been
required with the existing IT environments into which
these packages must be integrated.

Management may not have fully mapped
the capabilities of the packages that have
been required with the existing IT environ-
ments into which these packages must be
integrated.

USER BENEFITS: EXPECTATIONS VS. REALITY

While implementation challenges are important from a
planning and budgeting perspective, the functionality
and usability of an application package from a business
perspective is even more critical. This section discusses
the perceived business benefits anticipated by organiza-
tions and compares and contrasts these perceived bene-
fits with the results achieved by the organization as the
application package was deployed.

Projected Business Benefits of Package Deployment

Based on the survey findings, the main objectives
of buying an application package are to improve
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organizational performance and to ensure consistent
quality across the business. These findings are based on
the percentage of respondents citing the following sur-
vey items as important or very important (see Graph 4).
Note that the percentage of respondents for each cate-
gory is shown in parentheses:

= Desire to improve organizational performance (90%)

Quality assurance across the business (85%)

= Benchmarking against functional best practices (50%)
= Security and integrity of the data resource (72%)

= Benchmarking against industry best practices (37%)
» Fear that competition is leaving you behind (29%)

These findings indicate that organizations are seeking
productivity and quality improvements across lines of
business with an eye toward capitalizing on industry
best practices and improving overall security and
systems integrity. This is reinforced by the fact that

a related finding indicates that the adoption of best
practices motivates 70% of the respondents to seek
package-based solutions (see Graph 3).

Respondents were asked to share what they consider to
be best practices based on several survey selections (see
Graph 5). Responses suggest that superior business
processes that will be implemented through using

the software is a key factor (60%), along with having
software templates to avoid “reinventing the wheel”
by building custom applications (60%). Other factors
include bringing external practices into the organiza-
tion by using the application package (39%), regulatory
factors (33%), and risk management (31%).

Actual Benefits of Package Deployment

As shown in Graph 6, a great deal or quite a lot of the
actual benefits gained from package deployment include
operational efficiencies (51%), customer satisfaction
(34%), strategic advantages (33%), revenue collection/
generation (32%), cost reduction (27%), and resource
reallocation (24%). These findings show that gains in
operational efficiencies and customer satisfaction are
very real for organizations that deploy application pack-
ages. Given these findings, management should strongly
consider these benefits as key justifiers when building
the business case for an application package.

When asked of the usefulness of a best practices model
as embedded in the application package, respondents
indicate that the following are either very useful or
quite useful (see Graph 7):
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= Improving internal operations (55%)

= Facilitating business process automation
or integration (53%)

= Facilitating cross-organizational collaboration (46%)
= Improving customer resource management (38%)
= Improving strategic data management and use (36%)

= Improving knowledge production and manage-
ment (32%)

= Improving supplier/distribution chain manage-
ment (30%)

These findings further confirm that improving internal
operational efficiencies is a benefit of deploying appli-
cation packages along with business process automa-
tion and organizational collaboration across business
lines. These second two items are related so there is no
surprise that they ranked close to each other.

These findings additionally support the notion that
packages are useful for managing customer resources
and strategic data management. Ranking slightly
lower, however, are the best practice benefits related
to knowledge management and supplier/distribution
chain management. Clearly, the internal operational
gains are a bigger advantage over external customer-
and distribution-related gains.

Application Package/Business Process
and Organizational Alignment

The flip side of the business-benefits equation has to do
with the adjustments that an organization must make to
its entrenched business processes and organizational
infrastructures.

When asked about the extent to which respondents
modified organizational and business processes to fit
the package, three-quarters modified their business
processes somewhat (53%) or a great deal (22%), as
shown in Graph 8. Only 2% of respondents did not
modify business processes to adapt to the package.

A followup question sought to clarify the types of
modifications that organizations enacted as a result of
implementing an application package (see Graph 9).
Respondents enacted process flow changes to complete
business activities a great deal (30%) or somewhat
(35%). Half of the respondents enacted changes to orga-
nizational roles and responsibilities, while another 36%
enacted a great deal or moderate degree of changes to
organizational reporting relationships. Departmental
or functional changes were applied by 35% of the
responding organizations.
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These findings support the notion that if management
plans to deploy an application package, then organiza-
tions must plan on adapting their business processes
and organization infrastructures to those packages.

Organizations applied these changes both before and
after the implementation of the application package:
24% of respondents made organizational changes prior
to implementation, 19% made changes after implemen-
tation, and 57% made changes both before and after
implementation (see Graph 10). This indicates that orga-
nizational adjustments resulting from the application
package implementation project are ongoing activities
that management must plan for and manage carefully.

More importantly — as indicated in Graph 11 —is

the degree of difficulty posed by these organizational
changes. If, for example, there are simply organiza-
tional adjustments needed to conform to an application
package, management would be able to budget for

and deliver these changes without significant business
disruption. Difficult changes, however, are likely to
cause more business disruptions.

A significant percentage of survey respondents claim
that these changes were either quite difficult (30%) or
extremely difficult and time-consuming (17%). Only 6%
of respondents that applied organizational changes
report that organizational changes were not difficult.
This is significant when one considers that 98% of
respondents applied organizational changes as a result
of implementing an application package. In other words,
virtually every respondent had to apply organizational
changes, and almost all of those respondents consider
these changes to have been moderately difficult, quite
difficult, or extremely difficult and time-consuming.

User-Driven Impediments to Package Deployment

One key indicator as to the usability of an application
package and its ultimate success is the receptiveness
of the business community and the impediments
encountered within the user environment. The survey
uncovered several interesting points in this regard.

Almost half of the respondents (47%) say that users
attempted to introduce “add-ons” to supplement the
functionality of the package (see Graph 19). This indi-
cates that almost half of those organizations implement-
ing a package had users that did not feel the package
was good enough in its off-the-shelf form.

An even more telling finding is that more than 60%

of respondents report that users resisted the removal of
existing application systems that replicated the func-
tionality found within the package. In other words,
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users favored their existing applications over the func-

tionality provided by the application package. This is a
critical indicator that management may not have inves-

tigated the applicability of the package to business
requirements or not understood the business require-
ments in the first place.

One additional challenge is the issue of user-based
“shadow” systems. Over half of all respondents (51%)
had problems with user-base applications written in
Excel, Access, 4GL, or other custom software. These
systems are rarely discussed, yet are significantly
problematic given that almost all business units per-
form certain key functions beyond the reach of IT.
These systems are an impediment to package deploy-
ment and should be identified during the initial plan-
ning and assessment for package deployment.

Time and budget allocations for package
customization efforts are exceeding the
project parameters anticipated at the onset
of the project.

Realizing Application Package Benefits: At What Cost?

The bottom line for determining user benefits involves
the difficulty in realizing benefits from an application
package and the extent to which best practices embed-

ded within an application package have actually helped

an organization meet its goals.

Regarding the difficulty in realizing benefits, respon-

dents report that benefits from the application package

have been extremely difficult to achieve (10%) or quite
difficult to achieve (30%), as shown in Graph 18. Only

18% of respondents report that it has been easy to real-

ize benefits from their application package, while 42%

report that it has been neither easy nor difficult to real-

ize benefits from their application package.

The fact that 40% of respondents report that realizing
package benefits has been quite or extremely difficult
and only 18% report that it has been easy to realize
benefits corresponds to earlier findings related

to the degree of organizational change and package
customization required.

Finally, respondents were asked to what extent best
practices as embedded within the application package

have helped the organization meet its goals (see Graph

20). Only 12% claim that the package helped a great
deal, while 48% report that the package helped
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somewhat. In contrast, 18% indicate that the package
did not help much or at all, while another 22% are
neutral on the subject of how much the package helped
meet organizational goals.

Clearly these results did not live up to expectations
given the survey findings related to the degree of
application package customization and the degree and
difficulty of organizational changes needed to adapt
business processes and infrastructure to accommodate
the application package.

CONCLUSIONS AND RECOMMENDATIONS

The lessons learned from the application package sur-
vey are significant and point to a series of recommenda-
tions that organizations can pursue to achieve greater
benefits from their application package investments.

Summary

A summary of conclusions from this report is presented
below:

1.

The majority of responding organizations are users
of ERP systems but additionally use a combination
of other application packages. These include CRM,
HRM, and various other off-the-shelf software
packages.

2. Application packages are, according to this survey,

only fully implemented 28% of the time. While

this is not necessarily a sign of success or failure,
executives should note that a package is unlikely to
deliver or be deployed to the full breadth of capabil-
ity that a given package provider may be suggesting.

Package customization requirements were extensive
and exceeded the expectations of survey partici-
pants. This finding suggests that the time and bud-
get allocations for package customization efforts are
extending beyond the project parameters anticipated
at the onset of the project.

. Integrating application packages into complex

computing environments is difficult and time-
consuming. These findings could be the result of
not fully mapping package capabilities to existing
IT environments, including business data, existing
systems, middleware technology, and business
process automation solutions.

One telling finding is that users continue to favor
their existing applications over the functionality
provided by the application package. Users also
like to hold on to their shadow systems that have
been user-developed to surround core applications.
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This is likely an indicator that management may not
have investigated the applicability of the package

to the business requirements, or it may not have
understood the business requirements in the first
place that the package was to address.

6. Organizations are seeking productivity and quality
improvements across lines of business to leverage
industry best practices. In an attempt to meet these
requirements using a package strategy, organiza-
tions had to modify their business processes in favor
of the business processes embedded within the
application package. In addition, respondents had
difficulty implementing changes to their business
processes. This finding not only signals a potential
for budget overruns but also points to why only por-
tions of certain packages are implemented and why
users prefer their legacy applications over the pack-
age application.

7. Virtually every respondent had to apply organiza-
tional changes, and almost all of those respondents
considered these organizational changes to be some-
what difficult, quite difficult, or extremely difficult
and time-consuming. In other words, companies are
being forced to change how they operate to align
themselves with these application packages. This may
be fine with some companies, but other organizations
may have not understood that a software package
was dictating how they were going to operate.

8. Realizing the benefits of these packages was a chal-
lenge for many respondents. In fact, 40% of respon-
dents report that realizing benefits has been quite
difficult or extremely difficult, and only 18% report
that it has been easy to realize benefits. This corre-
sponds to earlier findings related to the degree of
organizational change and package customization
required.

9. Organizations are not meeting the objectives envi-
sioned when they initially decided to obtain an
application package and are not gaining bottom-line
value commensurate with the challenges associated
with the implementation effort. This is the most criti-
cal finding because it suggests that there is a serious
gap between what organizations think an applica-
tion package can deliver and what it ultimately
does deliver.

10. There are real benefits to be derived from applica-
tion packages as long as organizations can manage
expectations and cost-effectively deliver this value
to the business community.
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These findings expose the great conundrum of the
application package strategy. Executives want to take
advantage of best practices through the acquisition

of application packages, but implementing these best
practices across an enterprise tends to be more difficult,
more time-consuming, and more costly than first antici-
pated. In addition, the business users, supposedly the
beneficiaries of these best practices, are either demand-
ing changes to these packages or resisting these pack-
ages in favor of legacy systems and user-based systems.

The bottom line is this: Organizations are making major
investments to customize application packages, inte-
grate those packages into surrounding IT environments,
and adapt business processes and organizational infra-
structures to adapt to these packages. Yet the benefits
accrued from these investments are delivering less than
what the business community had anticipated in a vari-
ety of best practice categories.

Recommendations

What can be done about this? Here are four recommen-
dations that could address the obvious challenges of
application package selection and deployment
initiatives:

1. Spend more time on up-front analysis, mapping
business process, organizational, data, and func-
tional requirements for your organization to the
capabilities of the package. This analysis should
include a review of business processes, a current
systems assessment, analysis of existing data
requirements, examination of user-based applica-
tions, and a mapping of the findings to available
package options.

2. Organizations must do a better job uncovering
business requirements prior to package acquisition.
This involves a needs analysis with the business
users who will be using the application package.
Too many times the business community is not
involved in selecting a package or ensuring that
the package maps to business requirements.

3. Management should review increasing budgetary
allocations for application package selection and
implementation projects. This is based on the fact
that close to half of the survey respondents spent
more than they had anticipated on package
deployment.

4. Executives must adjust expectations of what pack-
ages can deliver and the level of investment and
organizational retooling necessary to achieve
these objectives.
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From the Editor, Gabriele Piccoli

It's a New World ... So Grab Your Old Weapons

This issue of Cutter Benchmark Review focuses on a

topic of interest to all organizations, bar none: the use
of prepackaged software and the management of the
implementation process of off-the-shelf applications.
Our academic contribution this month is provided by
Erica Wagner, Assistant Professor at the School of Hotel
Administration at Cornell University, and Sue Newell,
Cammarata Professor of Management, Bentley College.
Providing our view from the field is Bill Ulrich, Cutter
Consortium Senior Consultant and President of Tactical
Strategy Group, Inc.

One of the survey results I find most interesting is that
only 28% of respondents fully deployed an application
package. This is, of course, by design. Like how the user
who complains that he only employs a fraction of Excel
functionalities forgets that Excel is designed not only for
him but for millions of other users (some like him and
some not), so, too, management often forgets that its orga-
nization is unique — as is every other one implementing
the same off-the-shelf application. Expecting to fully
deploy the software just because it is available — not
because every component fits well with the organization’s
processes — is simply planning for heartbreak. Heart-
break, ranging from mild to deadly, comes in the form

of user dissatisfaction, countless post-implementations
requests, overtime and overbudget implementations, and
so on. I do understand that sometimes you need to give a
little to get a little, as when the firm values the integration
offered by an ES and is willing to forego deployment of
the best module for each of its functional areas. But don’t
expect management to understand this “seemingly obvi-
ous” fact on its own.

Moreover, with nearly half of our respondents reporting
that changes went beyond what was anticipated, Bill
stresses that we need to be proactive in managing man-
agement expectations. It is our responsibility to ensure
that management understands what to expect during
and after implementation. I can certainly tell you that
many in the intended audience of my new textbook (i.e.,

future senior managers) typically do not realize how
dramatically large organizational off-the-shelf applica-
tions (and the issues they bring about) differ from the
personal productivity software they are most familiar
with when it comes to IT.

To compound the problem, management often severely
underestimates how difficult and costly customization
is going to be. Yet, as Erica and Sue show, while many
respondents faced unplanned changes, nearly 95%
managed to create a system that was in production. So
Erica and Sue have a very provocative suggestion: How
about we stop treating the go-live moment as the water-
shed of failure or success? They recommend including
post-implementation time. Erica has done some further
writing in this area explaining the reasons for enduring
project failure and challenging the traditional system
development lifecycle.!

For a publication that prides itself on multiple views,
there is remarkable consistency between the analysis
and guidelines in our two contributions. This is perhaps
best captured by Bill when he says: “The bottom line is
this: Organizations are making major investments to
customize application packages, integrate those pack-
ages into surrounding IT environments, and adapt busi-
ness processes.... Yet the benefits accrued from these
investments are delivering less than what the business
community had anticipated in a variety of best practice
categories.”

It may be the brave new world of “buy and make,” as I
called it in the introduction to this issue. Yet the above
reminds us very much of the traditional challenges asso-
ciated with custom systems design and development.

What's an IT professional to do then? Polish those rela-
tionship skills and continue the good fight of senior
management education. I am sure that I speak for the
whole Cutter crew and the CBR team when I say that
we’ll continue the fight by your side.

IThe paper (Wagner, Erica, and Gabriele Piccoli, “A Call to Engagement: Moving Beyond User Involvement in Order to Achieve
Successful Information Systems Design”) is forthcoming in Communications of the ACM, but I can share it if you e-mail me at

gpiccoli@cutter.com.
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Application Package Software

80%—
70%

Percentage of respondents

ERP HRM CRM

Other COTS SCM Other

Graph 1 — Which types of application package software has your organization implemented?
(Please select all that apply.)

Never attempted to deploy
12%

Deployment attempt failed
3%

Fully deployed
28%

Deployed then pulled
out of production
4%

Partially deployed

%

Main functionality deployed

28%

Graph 2 — To what degree has your organization deployed
an ERP or other type of application package to support
a business process?
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It has been irrelevant

It has not been a 0%

very important
motivation
8%

It has been the
primary motivation
19%

It has been

neither important

nor unimportant
22%

It has been an
important motivation
51%

Graph 3 — To what extent have the decision makers in your
organization acquired application package software because they
believe it will enable the organization to adopt best practices?
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SURVEY DEMOGRAPHICS

This survey investigated the extent of organizations' adoption of application packages, the reasons for adoption, the benefits expected and the
benefits realized, software changes, and any difficulties associated with adoption. Of the 76 responding organizations, 45% are based in North
America, 16% in Europe, 11% in Asia, 9% in Australia/Pacific, 7% each in South America and Africa, and 5% in the Middle East. Twenty-six
percent have more than 5,000 employees, 24% have between 1,000 and 5,000 employees, 33% have between 100 and 1,000 employees, and
the remaining organizations have 100 or fewer employees. Twenty-four percent have annual revenues of more than US $1 billion, 20% have
annual revenues between $100 million and $1 billion, 38% have annual revenues between $10 million and $100 million, with the remainder
having annual revenues less than $10 million. Annual IT budgets range from less than $100,000 (7%) to more than $10 million (25%), with
38% having annual IT budgets between $100,000 and $1 million and 18% between $1 million and $10 million (12% do not know the dollar
amount of their annual IT budget). Over 50% of the respondents hold senior management/policy making or IS/IT management titles, with

project management, consulting, and QA management being among the other titles.

Not at All | Not Very Neutral Important Very

Important | Important Important
Desire to improve organizational performance 6% 0% 5% 30% 60%
Fear that competition is leaving you behind 19% 16% 36% 21% 8%
Benchmarking against industry best practices 9% 22% 31% 31% 6%
Benchmarking against functional best practices 8% 15% 27% 37% 13%
Quality assurance across business 9% 3% 3% 51% 34%
Security/integrity of data resource 8% 5% 16% 36% 36%

Graph 4 — How important were these reasons for your organization to implement application package software?

60% 60%

60%—

50%—

40%—

30%—

Percentage of respondents

20%—

10%

0% —

processes that will that keep you from

be implemented  “reinventing the  brought into your

through using the  wheel” by building

applications

that can be

organization by

Superior business Software templates External practices Industry/regulatory Guidelines for risk

An optimal

Legal procedures

standard procedures management that  technical option that it are advisable

that will be

will be adhered to by

implemented with using the software
software your own using the software  the software

to implement through
adopting the
software

Graph 5 — What is your definition of a software-based “best practice”? (Please select all that apply.)
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Not at All | Not Much Neutral | Quite aLot | A Great
Deal
Resource reallocation 10% 30% 36% 22% 2%
Business cost reduction/cost deferment 8% 16% 49% 24% 3%
Revenue collection/generation 16% 16% 36% 27% 5%
Operational efficiencies 5% 16% 28% 39% 12%
Customer satisfaction 6% 22% 37% 31% 3%
Strategic advantages 8% 22% 37% 24% 9%
Graph 6 — To what extent has the application package software that you adopted
helped the organization achieve the following benefits?
Very Quite Neutral Not Very Not at All
Useful Useful Useful Useful
Facilitating business process automation/integration 13% 40% 22% 19% 5%
Facilitating cross-organizational collaboration 19% 27% 30% 18% 6%
Improving customer resource management 5% 33% 37% 16% 9%
Improving internal operations 15% 40% 27% 15% 3%
Improving supplier/distribution chain management 8% 22% 42% 19% 9%
Improving knowledge production/management 10% 22% 39% 22% 6%
Improving strategic data management/use 12% 24% 43% 16% 5%

Graph 7 — How useful has a best practice model, as embedded in the application package software, been in relation to the following?

Neither a great deal
nor a little
13%

Somewhat
53%

Graph 8 — To what extent did you modify organizational and business processes to fit the application package software?
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A Great | Somewhat | Neutral Not Much | Not at All
Deal
Reporting relationships 9% 27% 17% 33% 14%
Departmental/functional units 11% 24% 15% 38% 12%
Reward/pay mechanisms 5% 11% 30% 41% 14%
QOrganizational roles and responsibilities 12% 38% 18% 26% 6%

Graph 9 — To what extent did you modify the following aspects of your organizational structure
and business processes to fit the application package software?

All made prior to
implementation
9%

All made after
implementation
4%

Most made prior to
implementation Extremely difficult
15% and time-consuming
17%

Not at all difficult

6%

Most made after
implementation
15%

Somewhat difficult
33%

Made both before and Quite difficult
after implementation 30% Neither easy nor difficult
57% 14%
Graph 10 — Did your organization make these organizational Graph 11 — To what extent were the organizational changes
changes prior to the implementation, or were the changes a difficult challenge?

made once the system was implemented?

A Great Somewhat | Neutral Not Much | Not at All
Deal
Integration with existing applications 31% 46% 9% 10% 3%
Integration with other package applications 16% 37% 15% 24% 8%
Combined package application with 0 0 0 0 0
middleware technology 12% 33% 15% 24% 16%
Migration and integration with existing data 42% 39% 12% 5% 3%
Retooling of business process o 0 0 0 0
automation software 15% 21% 21% 21% 22%

Graph 12 — To what extent did your organization expend effort on the following activities linked to your
application package software implementation?
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Not at all difficult

5%

Extremely difficult
and time-consuming
13%
Somewhat difficult

37%

Quite difficult
21%

Neither easy nor difficult

24%

Graph 13 — To what extent was the migration and
integration of existing data a difficult challenge?

All made after
implementation
1%

All made prior to
implementation
8%

Most made after
implementation
8%

Most made prior to
Made both before and implementation

after implementation 36%
47% 0

Graph 15 — Did your organization make these software or
configuration changes prior to the implementation, or were
the changes made only once the system was implemented?

Less than what was
anticipated/budgeted
6%

Far beyond what was
anticipated/budgeted
20%

Somewhat beyond what Ab_out what was
was anticipated/budgeted anticipated/budgeted
29% 45%

Graph 17 — To what extent did the degree of software changes
or configuration changes exceed your expectations?
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Not much
10%

Neither a great deal
nor a little
10%

Graph 14 — During the application package software
implementation, to what extent did you modify the software
through customization (i.e., beyond the standard configuration
process) to fit existing organizational processes and structures?

Never discussed extent of
required modifications
3%

Did not plan to
make changes

Planned extensi
anned extensive 99

modifications
14%

Planned moderate
modifications Planned only small

36% modifications
’ 38%

Graph 16 — To what extent did your organization plan to make
software or configuration changes prior to the implementation?

Extremely difficult Extremely easy
10% 5%

Quite easy

Quite difficult
30%

Neither easy nor difficult
42%

Graph 18 — How difficult has it been to realize the benefits

that were anticipated when you adopted the application
package software?
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Major Somewhat | No Value | Somewhat | Important N/A
Problem ofa Added or of an Opportunity
Problem | Subtracted | Opportunity

User attt_ampts to introduce “add-ons” to supplement 13% 349 959 15% 5% 8%
the application
User resistance to the removal of existing systems
that were intended to be redundant with the software 21% 40% 24% 8% 6% 2%
implemented
User-based shadow systems 21% 30% 25% 10% 8% 6%
Software vendor upgrades that we have been o o o o o N
forced to accommodate 3% 34% 33% % 6% 15%

Graph 19 — Please indicate the extent to which you have found the following items to pose a problem or an opportunity:

Not at all
5%

Neither a great deal
nor a little
22%

Graph 20 — To what extent have the best practices embedded within the application
package software helped the organization meet its goals?
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Cutter Consortium is a unique IT advisory firm, comprising a group of more than

150 internationally recognized experts who have come together to offer content,
consulting, and training to our clients. These experts are committed to delivering
top-level, critical, and objective advice. They have done, and are doing, groundbreaking
work in organizations worldwide, helping companies deal with issues in the core areas
of software development and agile project management, enterprise architecture, business
technology trends and strategies, enterprise risk management, business intelligence,
metrics, and sourcing.

Cutter delivers what no other IT research firm can: We give you Access to the Experts.
You get practitioners’ points of view, derived from hands-on experience with the same
critical issues you are facing, not the perspective of a desk-bound analyst who can only
make predictions and observations on what's happening in the marketplace. With
Cutter Consortium, you get the best practices and lessons learned from the world's
leading experts, experts who are implementing these techniques at companies like
yours right now.

Cutter’s clients are able to tap into its expertise in a variety of formats including print and
online advisory services and journals, mentoring, workshops, training, and consulting.
And by customizing our information products and training/consulting services, you get
the solutions you need, while staying within your budget.

Cutter Consortium'’s philosophy is that there is no single right solution for all enterprises,
or all departments within one enterprise, or even all projects within a department. Cutter
believes that the complexity of the business technology issues confronting corporations
today demands multiple detailed perspectives from which a company can view its
opportunities and risks in order to make the right strategic and tactical decisions. The
simplistic pronouncements other analyst firms make do not take into account the unique
situation of each organization. This is another reason to present the several sides to
each issue: to enable clients to determine the course of action that best fits their unique
situation.

For more information, contact Cutter Consortium at +1 781 648 8700 or
sales@cutter.com.

The Cutter Business
Technology Council

The Cutter Business Technology Council
was established by Cutter Consortium to
help spot emerging trends in [T, digital
technology, and the marketplace. Its
members are IT specialists whose ideas
have become important building blocks
of today’s wide-band, digitally connected,
global economy. This brain trust includes:

e Rob Austin

e Christine Davis

¢ Tom DeMarco

e Lynne Ellyn

* Jim Highsmith

e Tim Lister

¢ Lou Mazzucchelli
e Ken Orr

e Ed Yourdon



http://www.cutter.com
mailto:sales@cutter.com

