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Abstract — Modern business requires assistance of IT
systems in order to be successful. An advanced information
technology helps management to be informed, reduce business
costs and understand the customer requirements. ERP
systems are complete software solutions made to satisfy
company’s needs, but implementation of ERP is complex and
demanding process which can produce large costs for the
company in case of failure, so it is very important to provide
adequate project management. The aim of this work is to
present the challenges in process of implementing SAP at
Naftna Industrija Srbije (NIS), with focus on change and risk
management.
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1. INTRODUCTION

Researches continually show that companies have
difficulty to complete information technology (IT) projects
in time or within the budget. In fact many are cancelled
before completion or not implemented. To illustrate this
point, bellow are the data coming from Standish Group's
study on project outcomes. [1].
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Figure 1. Successful IT implementation in companies

The percentage of “successful” projects in large
companies was estimated at an unflattering 9 %. The
Report [2] findings highlight success factors (in order of
importance):

= User Involvement
Executive Management Support
Clear Statement of Requirements
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Proper Planning

Realistic Expectations
Smaller Project milestones
Competent Staff

Ownership

Clear Vision & Objectives
Hard-Working, Focused Staff
(Other)

Another finding was that project failures were in the
increase in 1995 compared to 1990 or 1985. This Standish
Group Report comments could apply well, and arguably
still do, to the implementation of ERP solutions.

II. WHY IT PROJECTS FAIL?

The project team, the suppliers, the customers and other
stakeholders can all be a source of failure. However, the
most common reasons for project failure are rooted in the
project management process itself [3], and the aligning of
IT with organizational cultures.

According to Boehm [4], top ten risk items are:
= Personnel Shortfalls
o Staffing with top talent; job matching;
team-building....
Unrealistic Schedules and Budgets
o Design to cost; incremental development;
software reuse...
Developing the wrong software functions
o Organizational analysis; mission analysis;
user surveys...
Developing the wrong user interface
o Prototyping; scenarios; task analysis.
Gold-plating
o Requirements scrubbing: prototyping;
cost-benefit anal...
Continuing stream of requirements changes
o High change threshold; incremental
development...
Shortfalls in externally-performed tasks
o Reference-checking; pre-award audits;
award-fee contracts; prototyping; team-
building...
Shortfalls in externally-furnished components
o Benchmarking; inspections; compatibility
analysis...



Real-time performance shortfalls
o Simulation; benchmarking; modeling;
prototyping...
Straining computer science capabilities
o Technical analysis; cost-benefit analysis;

prototyping...

Stephen P. Laughlin also considers that it is in the
implementation of the packages that most of the headaches
arise [5]. He identifies success factors as:

A motivating business justification
Strong internal owner

An empowered and influential internal team
Management driven change
Proven external partner

Clearly defined vision

Change management effort
Aggressive schedule and timelines
Strong Sponsorship,

Target communications

Focused issue resolution

Limited Scope

Early success

Appropriate project staffing

Solid project management

In summary, IT software projects often ‘fail’ but the
failure usually is not caused by technical reasons. More
often, they fail because of reasons related to the
management issues. Main reason of ERP's failure is
implementation itself. Analysis of success or failure factors
show that primarily it is the implementation’s effect on
organization, the workplace and the individuals at work
which yields a positive or negative result.

III. CHALLENGES OF MYNIS PROJECT

MyNIS Project is implementation of SAP at Naftna
Industrija Srbije (NIS). SAP is an ERP software product
that integrates different functions in a business providing
rich functionality in each of included business areas [6]. At
the starting point of myNIS Project, NIS was at the
beginning of restructuring phase, so company started two
complex processes at the same time: changing usual way of
doing business and implementation of ERP system. The
partnership cooperation between SAP and NIS was the key
to the overall SAP implementation project (myNIS)
success.

A. Project introduction

The main deficiencies of the current situation in daily
business activities arise from the missing integration
between the divisions on one side and the corporate level
on the other side. Communication between these levels is
based on the exchange of paper and emails-based
information flow between divisions and corporate level. As
a consequence the NIS corporate level lacks real-time
information. In this situation it is very likely that results are
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erroneous because of “human interfaces” in data capturing.
It also cannot be excluded that systematic errors occur
because of different interpretations and misunderstandings.
Therefore the reliability of results is rather questionable.

NIS faces challenges including:

e  Modernization of ICT department
Training for more than 300 people
Prioritization of restructuring and reengineering
over consistent process adoption,
Coordination and alignment between the entities
of NIS and HQ,
Project execution across multiple entities,
Transition efforts to consolidate applications and
systems,
Benefits realization from process and system
improvements.
Handling risks, especially related to HR

B. Implementation areas

Human
Resource
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Controlling IS OIL & Gas
Solution
myNIS
Project
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Competence Transfer

Center
Organizational

Change
Management

Figure 2. Implementation areas of the myNIS Project

The SAP Project was envisaged to be implemented
using ASAP Methodology, with the following Phases:

PHASE 0 — Project preparation
PHASE 1 - Finance & Controlling, Basic Elements,
Master Data, Human Resources Basics.

= PHASE 2 - Purchasing, Inventory, Human
Resources Payroll
= PHASE 3 - Asset Management, Production

Revenue Accounting

C. Organizational Challenges for NIS
ICT Departments

The initial situation of the different business divisions of
NIS can be characterized from an IT perspective as
followed:

= IT Organization

- no relationship between IT departments of
different business divisions



IT departments
different report lines
IT Processes
- decentralized and not standardized
- no IT Governance Model exists
IT Landscape
- isolated applications and architecture
- no network exists so far for linking the IT
applications of the different business divisions

act autonomously with

The implementation of SAP as an integrated software
solution for all business divisions of NIS requires the
transition of the existing IT departments into a new IT

organizational model. This transition results in
organizational changes and process changes for the IT.
To run integrated SAP systems by support of

decentralized ICT Departments is inefficient and risk
prone, so the main goal is to build new IT system.
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IT Systems - - or SAP Support ccC
ga
IT Support niz IT Support Cccc

ati
on Bus.Department --

Or
ga
niz

ati
Key User on Key User

Bus.Department - -

Ensure smooth transformation from decentralized IT into a future IT organization

Figure 3. New organization of ICT department

D. Key success factors for the myNIS Project

Change Management is the bridge from ‘old’ to ‘new’
and is one of the main success factors in the myNIS
projects. SAP has identified six key success factors in
ensuring acceptance, knowledge and motivation in
business transformation projects.

Success factor 1: Creating a common orientation

= Employees within the organization who will be
affected by a SAP software implementation will
usually have different information about the project
and have different interests and goals. Increasing
their information and devotion to the objectives of
the change facilitate common orientation.

Success factor 2: Creating Conviction

= All successful change is driven by a clear vision
about the future. In order to achieve the required
direction and momentum for change it is essential
that the affected employees are convinced about the
benefits of the change and they must find the
change attractive.

The myNIS Project vision should thus describe a
desired state which is seen as attractive enough for
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people to give up current stable state and embark on
the journey ahead.

Success factor 3: Ensuring Ability

= A common barrier to change is the fear of not being
able to perform the tasks in re-designed processes
using a new system and maybe even in a new
organizational set-up. Therefore it is important to
ensure ability in terms of understanding the new
processes and the revised roles and having the skills
to run the new transactions proficiently.

Success factor 4: Ensuring uniform Perception

= Efficiency of the change process is driven by
uniform perception of goals and objectives of the
myNIS Project.

The members of the Project organization play an
important communication and multiplication role in
this respect.

The more standard the actions of the team members
and what they communicate to the employees
involved, the easier it is to create common
orientation and conviction.

Success factor 5: Making results felt

= At the beginning of a change project, the change is
still not real. The affected employees often lack a
concrete idea of the new situation.

Therefore, it is necessary that employees can
visualize and feel the results as soon as possible.
The myNIS Project Plan should thus be worked out
to ensure visible quick wins.

The celebration of quick wins creates a sense of
success in the Project and new energy is released.

Success factor 6: Ensuring stability of change

= Change processes are only successful in the long
term when the organizational situation also changes
and the new way of thinking and acting are
positively reinforced.

Using scorecards and rewarding adherence to the
new culture is often a very powerful management
tool in this respect.

E. Risk management

The PM Review Service provides consistent quality
assurance throughout the SAP project implementation
lifecycle to manage project risk and protect software
investment.

The goal of the review is to:

Assess actual project status,

Identify and evaluate risks and issues that
endanger the project goals,

Present clear actionable recommendations for
project management improvement



The risk exposure for each review topic assessed is
summarized in the Project Review Dashboard:

TABLE 1. myNIS Project Review Dashboard:
Topic Area of Review Risk Risk Exposure
Exposure Level Level
Project Management

Integration Management High Risk
Scope Management Medium Risk
Time Management Medium Risk
Cost Management Medium Risk
Communications Medium Risk
Management

Human Resource High Risk
Management

Quality Management No Risk

Risk Management Low Risk
Procurement Management Low Risk

Functional and Technical Topics

Business Organization and Medium Risk
Process

Organizational Change Low Risk
Management

End User Training and No Risk
Documentation

Technical — Systems Medium Risk
Management

The detailed description and recommendations of
findings were developed and presented to the key users.

F. Research results

Shortly after the Phase 1 of the myNIS Project was
finished, a survey among the key participants on the SAP
and NIS side was conducted. Objective was to learn
systematically from experience in order to improve the
effectiveness of the myNIS project. Top answers were [7]:

1) 63 % of the participants state that there is a good
relationship and good cooperation between the teams.
2) 25 % of the participants state that NIS counterparts
displayed a total commitment to the project

3) 19 % of the participants state that to have SAP and
NIS team members in one room is a good idea.

4) 13 % of the participants state that the consultants
show a total commitment to the project

On the question «What went well in Phase 1? », the
answers were:
= Good relationship on a personal level
Clear definition of responsibilities
Good cooperation between the teams

At the same time, the disturbing feedback was:

= No clear decision process - who is in charge?
Multi role assignments within the project and
other tasks
Skill set of team members not always according to
role requirements
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Participants agreed that the most troublesome issue was
lack of the management support to the Project.

IV. CONCLUSIONS

ERP implementing process in large companies such as
Naftna Industrija Srbije is very complex and demanding
task related to many risky decisions.

Some challenges (like foundation of new ICT division,
training of employees and creation of good relationship
between team members) were managed, and some of them
are still to work on. Main challenges to face in near future
are :

Process decision path has to be absolutely clear
Business and ICT requirements has to be
harmonized

Trust and devotion to the project need to be
stronger to reduce resistance to the changes (it is a
must because NIS has more than 12.000
employees)

Find a solution to stimulate team members (they
are responsible for their regular jobs + for the
myNIS project, and no salary change)

Software projects like myNIS are dynamics and unique,
which lead to the existence of many risks that are supposed
to be managed [8]. When teams don't manage risk, they
leave projects vulnerable to factors that can cause major
rework, major cost or schedule over-runs, or complete
project failure The main reasons that risk management is
inefficient or it is not implemented in many organizations
is the lack of management support, missing documentation,
skipping procedures and lack of knowledge...

Project myNIS proved that the most important factor to
the Project success were people. Even the best
implementation methodology is incapable of insuring
success in case of bad relationship and cooperation
between the teams. Risk management requires a fear-free
environment where risks can be identified and discussed
openly. Based on a positive, proactive approach, risk
management can greatly reduce or even eliminate the need
for crisis management within our software projects.
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