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Abstract: - Implementing complex and yet sound and effective accounting information systems known as enterprise
resource planning systems, is an enormous project for the firms that want to streamline their information flow and
increase their value. As the effects of these systems on the performance of the entities are both financial and
non-financial, their success is of crucial importance. This study is an exploratory factorial analysis to identify the
factors of successful implementation of ERP systems in the medium and big companies in Albania. We use in depth
surveys and interviews with firms that have implemented enterprise resource planning systems and include twenty
initial variables in the survey. Later these variables are combined in three factors that have the biggest impact on the
success rate of ERP implementation: the overall quality and end-user satisfaction with the ERP system; the
cost-benefit ratio of the ERP and the support from the ERP provider and ERP implementing consultant. This study
contributes not only theoretically to the empirical literature, but also practically because it helps businesses of the
region that are considering implementing ERPs in the future to pay attention to the most critical factors of success
with ERPs.
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1 Introduction departments and sectors. As reported in an innovative
The use of Information and Communication study as early as 1992: “in the information age, the
Technology tools in finance and accounting has ability of the companies to exploit intangible assets
brought many advantages in improving the quality such as c_jata a_nd information has be_c_ome far more
and timeliness of the information flow within decisive in their success than the ability to manage
entities. A distinguishable mainstream has been the physical or financial assets” [1].

adoption and implementation of computerized ~ Recently, the focus has been on the accuracy and
accounting information systems. Utilizing and timeliness of information, the use of cloud solutions
relying on such systems has become a necessity for and extensive reporting business language. The data
processing and reporting information for both processing is not considered a supportive role
internal and external users of information. anymore but rather a major operation area of an
Successfully implementing and running efficient economic entity, engaging many employees and
computerized information systems that facilitate the requiring extensive financial and human resources [2,
flow of information is a critical factor for success for 3, 4]. ) )

companies. Data communication and processing Enterprise Resource Planning systems (ERP)
should be streamlined and coordinated among many represent comprehensive and integrated solutions for
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managing the information in such a way that help
companies achieve their tactical and strategic goals.
Often, they are also addressed to as: software
packages, enterprise  systems, wide-enterprise
systems, enterprise business systems, integrated
software’s, and enterprise application systems [5, 6,
7].

The definition of ERPs has evolved over time as
they have become more complex and sophisticated,
undertaking more and more functionalities within an
entity. Some early definitions of ERP are: “a unique
way to integrate all the functions by creating a single
unified system, rather than separated applications”,
“software packages that connect and manage the
information flow within and between complex
organizations, allowing managers to take decisions
based on information that truly reflects the current
state of the business”, “support systems that gather in
a single database the data needed for various
business functions such as manufacture, finance and
supply chain”, “first approach that combines the
concepts of integrated business management with the
information technology” [8 — 11]. The biggest
advantage of an ERP system is the change it brings
in the organization and culture of the entities and its
focus on reengineering their business processes [12].

Nevertheless, implementing ERPs does not come
without its challenges. According to a report by
Deloitte Canada® 55% to 75% of the ERP projects fail
sooner or later for different reasons. Studies have also
reported that the performance of many companies has
deteriorated during the first immediate phase after the
ERP implementation [13].

Considering the recent trend we observe in the
implementation of ERP systems by the big companies
in Albania, it is important to study the success (or
failure) of these projects and the possible impact on
the performance of the entities. Thus, this study may
contribute to the stream of similar research of IT
solutions in accounting and finance and it may also
have practical implications for companies that may
decide to implement ERPs in the future.

The structure of this paper is as follows: in the
following section we present a brief literature
overview on the impact of ERP systems on business
performance and factors leading toward ERP success.
Next, we present the methodology of the study, the

hitps:/Amvww2.deloitte.com/content/dam/Deloitte/mx/Documents/human-
capital/01_ERP_Top10_Challenges.pdf
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main research questions, the methods, the sample, and
the data analysis. We conclude the paper by
summarizing the main findings and conclusions of the
study, as well as its contributions and limitations.

2 Literature Review
Studies focusing on the ERP systems and how they
became one of the largest investment trends in
Information Technology by many companies, are
published since late 90s [14]. By the 2000s, it was
evident that ERPs were considered a major force to
drive the transformation and business reengineering
processes of many entities in a various array of
business sectors [10]. The extensive investments in
financial and non-financial resources required by any
ERP project, soon brought under a careful attention,
the analysis of costs and benefits from these projects.
Many studies focused on investigating the impact
that such big and sophisticated systems had on the
performance indicators of the entities [15].

At the beginning, the companies adopting ERP

solutions were expecting enhancement in the
efficiency of  operations and information
management, and therefore, improvement of

financial performance indicators compared to the
non-adopting companies, [8]. Theoretical literature
suggested that strategic investments in IT in general
and ERPs in particular, give to the entities the
opportunity to materialize tangible and intangible
benefits, and help them to maintain the necessary
operational efficiency for a long time [16]. The
expectations from ERPs were high, but the first
studies from this period report mixed results. A
comparative study [17] found that while ERP
adopters demonstrated no difference in financial
performance after ERP implementation, the
performance of non-adopter’s had deteriorated during
the same period. Another early study in 2004,
reported that at least two years are required for the
ERP adopters to begin experiencing positive
differences in the financial performance compared to
non-adopters [13].

Many studies reported deterioration of the profits
and overall productivity of companies, immediately
after they had implemented the ERP systems [8; 18;
19; 20]. There may be many reasons for that, such as:
a long-time learning curve of ERPs themselves;
unexpected issues with the integration of the new
systems with existing technology; internal conflict in
organizations and resistance to change; changes in top
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level management during the implementation project;
and technical issues during and after the
implementation [21 — 24]. As early as 1999, one
study [25] anticipated that organizations relying on
ERP systems may experience a temporary
deterioration of the performance and the productivity,
because their activities would become more complex
and the organization itself would require some time to
adapt to these changes.

Deciding whether an ERP implementation project
has in fact been successful or not, and then measuring
its success appears to be a quite researched stream in
the literature. What exactly is meant by “a successful
implementation of an ERP project” varies among
different authors. One study focusing on critical
issues in ERP implementation, [26] defined the
success as: “the completion and the implementation of
the ERP both, on time and on budget”. They report
that the most common issues that hinder an ERP
project from being successfully implemented are the
selection of ERP vendor, the project manager, and the
implementation partners; the project team; project
planning, training, infrastructure development, and
on-going project management; and the quality
assurance.

From the ERP user’s perspective, the success is
defined as “the ERP simplicity, user-friendliness, and
the improvements it brings in the daily tasks of
employees”. It was anticipated that ERP systems
would add value to the organization through
integration, optimization, and information [8]. Later
findings report that the firms that had implemented
ERP systems, were able to create more value in the
long run [27]. Very recently, the success of ERPs is
also defined as the impact it brings on the
performance measurement of the employees,
providing evidence that ERP not only improves the
financial performance indicators, but also the non-
financial performance as well [28].

Other more recent studies are focusing more on
the effects that ERP systems might have on the firms’
risks or the firms’ organization, the undesired
consequences arising from an ERP implementation,
or the specific features of ERP implementation in
various industries [29 — 32].

The most common methodology used in the
literature to identify the factors of ERP success, is the
explorative factorial analysis [33, 34]. From the
general literature review we find that ERP systems
represent a risky initiative for firms when considering
factors such as their complexity, the size of required
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investments in hardware, software and human
resources, the impact on the business value, overall
company culture and procedures the implementation.
Hence, carefully researching the success factors may
help companies and ERP consultants to achieve
better results in the future.

3 Methodology

Throughout this study we focus on two main research
guestions: (1) what are the factors that affect the
success of ERP implementation; and (2) In what
extent does the use of ERP affects the performance of
businesses in Albania?

The first research question focuses on identifying
those factors that may impact the success (or failure)
of the ERP project. To answer this question, we
identify various variables that measure the ERP
success and then, using the explorative factorial
analysis, we combine these variables in factors that
seem to have had the greatest impact?.

Once we identify the most important factors that
impact the ERP’s success, through the second
research question, we attempt to measure the degree
of this impact. We use in-depth surveys in entities
that have implemented ERP solutions during the last
five years.

To develop the sample for this study as a first
step we identify the medium and big firms that have
recently (within the last five years) implemented ERP
solutions, either recognized international ERPs from
SAP, ORACLE and NAV, or ERPs offered by local
vendors, such as AlphaWeb offered by IMB, a major
Albanian company. We sent out 200 questionnaires
via electronic means, using mainly the email
addresses found under the contact section in the web
pages of the firms, and two weeks after the initial
email, we followed up with a second reminder email.
When possible, multiple emails were sent to multiple
contact electronic addresses to ensure that at least
one representative per each entity would complete
the survey. At a later step we excluded from the
sample the redundant questionaries completed by the
same firm.

We received 63 completed questionnaires, but
after a close inspection we noticed that only 55 were
complete and appropriate to be included for further

2 Factorial analysis is used to combine many various variables
into few factors that can be interpreted and analyzed easier [34]
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analysis in the step of data analysis. The response
rate of the survey was 28 % and as it was delivered
and completed online, we consider this sample to be
an acceptable representation of the population®. The
survey was administered online through Google
Forms tool and was piloted among colleagues to be
improved before its final submission to the interested
subjects. The data was processed through a statistical
package (SPSS program).

The questionnaire was organized in three
sections and had 30 questions in total. The first
section focused on general information about the
respondent (size of the firm, industry, invested
capital origin, implemented ERP origin). The next
section of the survey focused on the first research
question and how the performance of the
organization had changed after the ERP
implementation. In this part of the questionnaire, we
included questions on 20 initial variables that, based
on findings from previous literature we expected to
affect the firms’ performance after ERP
implementation. These 20 variables were later
aggregated into three factors based on the responses
received from the respondents.

The last section of the questionnaire was related
to the second research question and focused on
measuring the magnitude of the impact of each of the
identified factors on the firms’ performance. All the
guestions in the survey vary from close question to
open questions, and questions organized in Likert
scale (from 1 to 5).

4 Data Analysis

The questionnaire is organized in three distinct
sections where the first one focuses on general
information. In table 1 we present the descriptive
statistics of the sample in this study, in terms of size
(size categorization is based on criteria according to
Albanian law), industrial sector, capital origin
(whether domestic or foreign capital) and origin of
the ERP implemented, whether it is from a foreign
ERP vendor, or from a local vendor in Albania. We
also include questions on specific data concerning the
ERP such as the module(s) used more often and the
ERP implementation time.

3 Visser, et al, (1996) reports that on line surveys with lower
return rate responses (at about 20%) yield more accurate results
than those with higher return rate (at about 60-70%).
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We see that although most of the firms in our
sample operate in Albania, they are foreign capital
companies and most of them use ERP from foreign
vendors. This feature of the sample closely reflects
the distribution of overall population of medium and
big companies in our country, most of them are
foreign companies. This is important to this study
because the big companies are those that usually
implement and use ERPs. Regarding the longevity of
ERP software use in an entity we can see that most of
them (75% of the entities) have been using the ERP
systems for more than three years*.

The next set of questions in the survey tries
to identify the features of the ERPs that are attractive
to the businesses had decided to implement an ERP
solution. We can see that most of the respondents are
oriented toward the selection of an ERP which is
flexible and adaptive to changing business
environments not only during the implementation,
but especially during later maintenance phase. Other
important factors that serve as criteria to choose one
ERP over another are the functionality of the solution
and its simplicity for the end user, as well as the total
costs of its implementation.

Next, we focus on measuring the perceived
results of the ERP project, by asking the respondents
to categorize the ERP project as successful, not
successful or challenging. We offered three options
for them to choose only one: “successful
implementation” (if the project is completed on-time
and on-budget, with all features and functions as
initially specified)’ “challenging” (if the project is
completed and operational but over-budget, beyond
deadline, and offers fewer features and functions than
originally specified); and “failed” (if the project is
simply canceled at some point during the
development cycle). 65% of the respondents perceive
the ERP project as successful, whereas 35% of them
regard it as a challenging project. None of the
respondents reports a failed implementation project.

* The 3 years limit was set because during literature review, researchers
refer that the positive effect of ERP use are experienced in a period of
approximately 3 years after implementation.
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Table 1. Sample descriptive statistics, n = 55 total observations

Measure Category Number Percentage (%)
Size Medium firms 12 21.8%
Big companies 43 78.2%
Total 55 100.0%
Industrial sector Construction&Manufacturing 8 14.6%
Distribution & Retail 15 27.2%
Services 16 29.1%
Financial sector 9 16.3%
Other 7 12.7%
Total 55 100.0%
Capital origin Domestic Company 13 23.6%
Foreign Company 42 76.3%
Total 55 100.0%
Implemented ERP Foreign vendor 39 70.9%
Local vendor 16 29.1%
Total 55 100.0%
ERP module mostly used  All modules 16 29.1%
Sales 5 9%
Manufacture 6 10.1%
Inventory 11 20%
Accounting 16 29.1%
Treasury 1 1.8%
Total 55 100%
ERP implementation time Between 1 and 3 years 14 25.4%
More than 3 years 41 74.6%
Total 55 100%

Compatibility with accounting standards and...
Credibility and consistency of the system

Decision by head quarters
Uses simplicity
ERP flexibility to adapt to the company

= |

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%

Multiple functions offered by the system
The good name of ERP vendor

|
I
Decision by top menagement I ‘
I
I
I
Affordable costs of the implementation and... !

I
I
1 |
I
\ -

Fig.1: Factors that influence the selection of an Enterprise Resource Planning solution.
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As most of the participants in the study report a
successful project, we consider this to be an indicator
of their satisfaction with the ERP systems they are
using.

The other questions of the survey focus on the
research questions and are designed in Likert Scale
type - respondents may chose from 1 (no impact at
all) to 5 (most influential). Each question focuses on

Rezarta Shkurti, Elfrida Manoku

a variable which is presumed to have impact on the
overall performance of ERP in an entity. We include
20 variables (as shown in table 2) that were selected
during the literature review phase of the study. These
variables are aggregated in three underlying factors
by using a statistical software (SPSS). The graphical
explanation of the total variance from three factors is
presented in Scree Plot map, as it is shown below:

Scree Plot

Eigenvalue
|

T T T T T T T T
1 2 3 4 = L&} C a

T
2

T
10

T T T T T T T T T T
11 12 13 14 15 16 17 18 19 20

Factor Number

Fig.2: Scree Plot map of factorial analysis

As we see the plot line on figure 2, it almost flattens
after the third factor, thus we include in our model
only the first three factors because they explain most

of the total variance. Table 2 below represents a
summarization of each of the three factors with their
respective variables.

Table 2. Rotated factors matrix Extraction Method: Principal Axis Factoring. Rotation Method: Varimax with
Kaiser Normalization

Variables

The accuracy of the information

User’s satisfaction with ERP

The improvement of the employee’s productivity
Security of ERP data

System’s adaptability to business changes

The usefulness and timeliness of reports

The reliance on ERP for daily decision making

ERP impact in improving the inventory management

Improvement of communications among departmental units

Increase compliance with existing rules and regulations
Total cost reduction

Improvement of business processes flow

Availability of ERP providers in case of problems

Trainings offered by the vendor as part of the ERP project implementation
Contract with ERP consultants included in negotiations with ERP providers

System influence in business client relations improvements
The impact of ERP on sales growth
The impact of ERP on time delivery of customer orders

The impact of ERP on improving the decision-making process
The impact of ERP on improving the quality of financial reporting

E-ISSN: 2224-2899

1089

Factor 1 Factor2 Factor 3
0.68
0.76
0.48
0.76
0.54
0.6
0.54
0.34
0.90
0.51
0.53
0.49
0.76
0.58
0.58
0.57
0.55
0.46
0.42
0.39
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The goal of the Exploratory Factor Analysis is to
group many variables into few distinctive factors -
variables that express different aspects of the same
factor, and to highlight those variables with the
highest variance (those variables that explain better
the factors). Table 2 shows how the variables in our
study are weighted for each factor and it also shows
the correlation between variables and factors. (The
possible values for the correlations range from -1 to
1. Correlations less than 0.3 are eliminated, so that
the output could be easily readable).

We have identified the following three factors
that have the biggest impact on the successful
implementation of an ERP.

User satisfaction and overall quality of the ERP
package — The user satisfaction is expressed through
variables that measure the overall quality of the ERP
package as perceived by its end users such as the
accuracy of the information provided by the ERP,
security of data, systems’ adaptability to changes.
This factor as shown in the scree plot (figure 2),
seems to have the highest impact in our factorial
model.

Cost Benefit profile of the ERP system — As the
implementation of an ERP is a costly transaction, it is

Rezarta Shkurti, Elfrida Manoku

expected to increase effectiveness and improve
communication as well as to reduce the overall costs
by minimizing the manual work and reducing
response time to organizational and legal
requirements.

The vendor support — This last factor is
represented by variables that reflect features of the
ERP vendor such as the availability of the provider of
ERP in case of problems, the ERP contract specifics
and the ERP consultant readiness, and the trainings
offered as part of the contract. As a considerable part
of the contract is executed either by the vendor of the
ERP or its implementing consultant, this factor is
extremely important in determining the success of an
ERP.

After we identify the factors that influence the
level of success of the ERP project, we try to
highlight in what extent each of these factors
influences the firms of the sample according to their
size. The level of influence was categorized in two
discrete degrees: “low” when the rating given by the
respondents was either 1 or 2; and “high” when the
rating by the respondents was 3, 4 or 5. Table 3
shows the results of this categorization.

Table 3. The level of influence of each of the factors

Level of influence of Medium Firms

each factor

Foreign = Albanian = Total
ERP ERP
No No in %
User Low 3 56
satisfaction and ;
High 2
ERP quality 9 8 44
Total 5 15 100
Cost Benefit Low 2 50
relationship High 3 50
Total 5 13 100
Vendor support = Low 4 56
High 0 44
Total 4 13 100

We notice that the first factor: the end-user
satisfaction is more important for the big companies
rather than for medium firms. Referring to the fact
that this factor is represented by variables such as the
user’s satisfaction, the data security and of the labor

E-ISSN: 2224-2899

Large Companies Total

Foreig = Albanian Total Foreign = Albanian = Tota

n ERP ERP in % ERP ERP lin

No No No No %

2 12 41 4 19 46
3 17 59 4 23 53
5 29 100 8 42 100
2 13 44 3 20 46
3 16 56 5 22 53
5 29 100 8 42 100
2 13 44 5 19 48
3 16 56 3 23 52
5 29 100 8 42 100
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productivity this is an expected result, as the big
companies engage many more users in the ERP and
manage a larger volume of data than the medium
companies.
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The second factor: the relationship between cost
and benefits from the ERP implementation seems to
be equally ranked on an average level by the medium
sized firms but seems to have a higher impact for the
big companies. This is an expected finding as the
bigger companies usually implement larger ERPs,
that are more costly and manage a wider area of daily
business activities. The last factor: the support from
the vendor, seems to have a higher impact for the
medium companies maybe since in case of problems,
these companies lack the appropriate support from
their internal IT staff, compared to the big companies
that usually have a more comprehensive coverage of
internal problems form trained internal staff. Also,
medium companies may even lack adequate funds to
subcontract consulting IT companies to deal with
such unexpected issues.

5 Main Findings and Conclusions
Enterprises resource planning systems not only
represent big projects of investing in IT solutions, but
ways of reorganizing the overall organization of
firms by business processes reengineering. Such
initiatives though require careful consideration of
their success and risk factors both prior and during
the implementation phase, as the chances of failing to
achieve the desired results are quite high.

Recently, ERPs have been implemented in many
Albanian medium and big companies. The first
results of such big projects need to be researched to
assess their level of success or risk factors. The aim
of this study is to research the success factors (if any)
of the ERP implementation projects in medium and
big companies in Albania. We employ an explorative
factorial analysis, and we base our study in the
internal evaluation of the companies that have
implemented such projects. As prior literature results
show that there is usually a time lag for the ERP
projects to give verifiable results in the performance
indicators, we chose to measure the ERP success
based on the perceptions of people working with
them.

We distributed about 200 questionnaires and
received back 55 valid completed surveys. We
included 20 variables in the questions of this survey
and later analyzed the variables by aggregating them
to identify three main factors that impact the success
(or not) of an ERP. We found that the first factor,
user satisfaction and overall quality of ERP package
is measured through the quality, reliability and
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security of the information provided by the system.
The second factor is the cost-benefit relation of the
ERP system — as the implementation of an ERP is a
costly transaction, it is expected to increase
effectiveness and reduce costs such as time and labor
costs, minimizing the manual work and impacting on
improving time to respond the organizational and
legal requirements. The third factor, the vendor
support which is the support offered from the ERP
providers after the initial implementation is critical to
ensure a streamlined use of the ERP after its initial
success.

The results contribute to the existing stream of
research that try to identify the factors that impact the
success rate of ERP projects and offer valuable
insights for other companies that are more and more
considering investing in such risky technological
solutions. These businesses must keep as a priority,
the identification of a reliable ERP (both provider
and consultant) that would increase the quality of the
information as well as the satisfaction of the end
users. Keeping in mind that the sample used in this
study included many businesses operating in Albania
with foreign capital, we may generalize our findings,
because these entities are branches or subsidiaries of
foreign firms that usually operate in the whole
Eastern European Region. These organizations
should also carefully analyze the expected costs and
benefits of the implementation of the ERP, and
finally they should negotiate to have the continuous
support of the ERP vendor or the ERP
implementation consultant throughout all the process.

Despite the contributions mentioned above, this
study does not come without its limitations. The
sample of the study may be extended in the future to
be more representative and maybe include firms from
other countries in the region to be a comparative
study. Improvements in methodology are also
possible and required to be implemented so that more
factors can be identified and recommended to firms
that want to consider investing in ERP solutions in
the future. Lastly, including smaller firms in the
study may bring useful insights for the perspective of
implementing ERPs for smaller firms, which seems
to be a trend in the current globalization of business.
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