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Abstract: Enterprise Resource Planning systems alow multi-cultural
organizations to harmonize and coordinate their business processes aaoss
functional departments and geographicd boundaries. However, in spite of
multi-language suppat and corfiguration flexibility, the tedndogy itself
canna ensure that the implemented system satisfies al parts of the
organizaion. In this paper, we present some of the eperiences from
implementing SAP R/3 in Hydro Agri Europe (HAE). Represented with plants
and front offices in nine European countries, HAE needed a deliberate strategy
for deding with multiple altures, lega systems, and languages when they
dedded to reenginee the organizaion and implement SAP. The strategy as a
whole was guccessful, though there were aulture-dependent isaues coming up
during the projead that led to more expensive solutions and a less harmonized
organization. We discussthe gproad taken by HAE and sum up the positive
and regative experiences from the projed.

1. Introduction

Enterprise Resource Planning (ERP) systems like SAP R/3 suppat the business
processs of a mmpany and let the mmpany share wwmmon data and pradices aaoss
the etire enterprise. Providing a red-time environment for generating and retrieving
information, the ERP system speels up the processes and alows a doser monitoring
of the adivities of the mmpany. Most ERP systems today integrate different
organizaional units, business processs, and geographicd sites into a singe
international architedure, though parts of that architedure may be cnfigured to
spedfic organizational units or geographica sites (Lehmann 1998.

SAP R/3 contains more than 5,000 transadions and is one of the most complex
ERP systems in terms of configuration flexibility and functional scope (Curran and
Keller 1998). It comes with a number of customizable modules that are dther used as
stand-alone components for restricted parts of the business or are integrated to suppart
several business functions. A single module like Materials Management, for
example, contains a complete set of transadions for material requirements planning,
purchasing, inventory management, and invoice processng.

SAP has for quite some time enphasized the system’ s multi-language suppart and
the posshility to tailor the system to the different needs of locd organizaional



structures. Locd variation in business processes, document designs, and work
organizaion is supparted, which can make it easier to handle @nflicting interests due
to cultural differences.

However, implementing SAP in multi-cultural organizaions is dgill quite a
challenge. The functionality of SAP may provide some means for deding with multi-
cultural organizaions, though this only partly solves the problem. The SAP
implementation is usually part of a reengineeaing projed (Buxmann and Kénig 1996
Stein 1999, and multi-cultural issues arise & many stages and in many parts of a
large-scde reengineaing projed. The whole projed has to be planned with these
cultural differences in mind, and spedal mechanisms for cgpturing and resolving
culture-dependent tension have to be devised.

This paper discusses the experiences from Hydro Agri Europe’s implementation
of SAP R/3 from 1995t0 1999. In Sedion 2 we briefly present the challenges of
reengineaing a multi-cultural organizaion and introducing an integrated ERP system
to suppart it. Whereas Sedion 3 presents HAE's way of deding with multi-cultural
issues in their projed, Sedion 4 sums up the positive and negative ansequences of
the gproach taken in the projed.

2. BusinessReengineering in Multi-Cultural Organizations

Multi-cultural organizaions are geographicdly dispersed aaoss cultural or/and
national borders. Severa nationalities are represented at the various levels of the
organizaion, and the sites refled the loca culture just as much as the mmpany
culture. In many cases, the locd sites are quite independent and strong, which may
give rise to some tension between locd sites and central management or between
competing sites.

Reengineeing these organizaions can be etremely difficult. Harmonizing
business proceses and organizdiona structures requires that a @mmon
understanding of the future business can be developed. This may be hampered by
communicaion problems and dfferent priorities and habits, and the harmonization
can be completely blocked by pdliticd conflicts and prestige. A strong management
can force danges to be introduced, though it is not obvious that strong and
authoritarian managers are the most efficient ones in multi-cultural organizations.

Implementing SAP in multi-cultural organizations assumes the same adivities as
other SAP reengineging projeds. As shown in Figure 1, the two most important
analysis adivities are Fit andysis and Job andysis. During fit analysis, the locd
business processes are integrated into harmonized SAP-supparted processes and the
locd organizationa structures are mapped onto SAP's organizaional structures.
Figure 2 isan EPC model (seeCurran and Keller 1998 o Schee 1999) that ill ustrates
how these unified business processes are documented in a DFD-like notation. A large
degree of harmonization here tends to mean simpler and chegoer configuration and
eaier maintenance of the implemented system. It must be alded, though, that a
strong hermonization might also lead to more resistance d the locd sites and more
change management work (Gulla 2000).
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Figure 1 Activitiesin SAP projeds

In an integrated SAP system, a harmonizaion of jobs and user profiles might be
just as important as the harmonization of proceses. Tednicdly, site-independent
tasks representing separate units of resporsibilities are defined in terms of SAP
transadion codes. Jobs, which are defined as groups of tasks, are linked to the end-
users and dedde their user profiles in the system. The SAP job asdgned to an
employeeg thus, not only spedfies what sheis suppacsed to be doing, but also prevents
her from doing other things. Harmonized site-independent jobs make the complete
organizaion more transparent, simplify the alministration of user profiles and
training programs, and open for a more dficient exchange of personnel aadoss gtes.

Experience shows that harmonization of business processes and organizaional
structures in multi-cultural organizationsis challenging due to

« language differences,

o differencesin legal systems,

« differencesin businesspradics from one culture to the other,

e cultural conflictsand prestige, and

» differences in business culture with regard to management authority,
openness, formality, control mechanisms, etc.

However, the benefits of harmonization is well documented in a number of recent
ERP projeds and should be stressed throughout the whole projea (Deloitte
Consulting 1998 Foster and Herndon 1997, Hammer 1990 Hiquet 1998, Norsk
Hydro 199, Stein 1999.
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3. TheHydro Agri Europe s Reengineering Projed

Hydro Agri Europe (HAE) is one of the world's leading producers of fertilizers
and part of a Norwegian energy-based company cdled Norsk Hydro. With 17
production sites in nine European countries and about 6,400 employees, HAE faces a
number of cultural, legal and linguistic differences that challenge the mordination
among sites and the dficiency of the business as a whole.

The Agri division of Norsk Hydro has a strong international orientation and has
more emplyees than any other division of the company. Although HAE forms the
original part of Norsk Hydro’'s business, its history as a pan-european organizion is
only about a decale old. This was 4gill apparant when the reengineeing projed
started, as there was substantial variation in the ways businessfunctions were caried
out at the various stes. For the projed, this posed a challenge that had to be given
spedal attention from the very beginning. Table 1 sums up the scope ad size of the
HAE reengineaing projed.

In the following, we discuss the gproach adopted by HAE for deding with
multi cultural aspedsin the projed.

3.1 Projed Preparation

The projed organization included a central team in HAE's heal dfficein Brussls
and smaller locd teams at ead of the sites in western Europe. To suppart the part of
the reengineaing projed focusing on streamlining business processes, projed owners
were gpanted for al main businessareas. Any issues related to business processes
were led and controlled by the process owners. This helped us to achieve adistinct
split between the business related part of a process and the technicd solution to it
within SAP R/3. Process owners were not only professionally skilled within their
respedive businessaress, but also had the knowledge to seethe impads on the SAP
technicd side of the problems. As part of the reengineaing caried out prior to the
system implementation, a harmonization of all main business proceses was
performed by a multi-national group that visited several sites and worked out a set of
best pradice processes.

All of this ensured that business processdifferences were dicusses and resolved in
a structured manner, though it was a bit unfortunate that reporting reeds were not
handled by the same mechanisms.

3.2 Projed Organization

The projed was managed by a multi-cultural group of projed managers and team
leaders. The only two countries not represented among the projed team leaders and
managers were Spain and Italy. Statistics from the projed show that these two
courtries had a greder share of change requests and errors reported than their size and
business adivities should indicae. This information is in ac@rdance with a general
impresgon in the projed that people from the locd units would rather contad people
from their own country in the ceitral team than the mrred person from an
organisational point of view. Informal communicaion aaoss nationalities was
restricted, and people tended to use the forma documentation channels when deding
with people of other nationaliti es.



Projed duration July 1995 —March 1999
Projed costs US$ 126milli on
ERPsystemimplemented SAP R/3 v3.0F
SAP moduesfully implemented 7 (SD, MM, PM, HR, FI, CO, AM)
SAP modues partly implemented 3 (PP, QA, PS)
Implementation locations 26
Courtriesimplemented 9
Endusers 3,264 (700 concurrent users)
Jobs defined in system 205 (site-spedfic)
Tasks defined in system 120 (site-independent)
Legal companiesimplemented 46
Languages suppatedin  English aslog-on language
implementation Documents to vendors/customers in 9
languages
Nationditi esamongteam leadersand 7
projed managers

Table1 HAE projed data

3.3 Change M anagement

Studies led by an organizational impad group had the objedive of dividing all
tasksinto units of resporsibility and group tasks together in job descriptions. The goal
of this dudy was to unify the job descriptions aadoss $tes, aiming at defining
approximately 50 dfferent job descriptions that would be valid for al units. Due to
organizaional differences among the different countries, locd resistance, and time
constraints put on the group, the studies led to atotal of 205 dfferent job descriptions.
As many of these jobs ended up as ste-specific, it is clea that the harmonization of
jobs was not as extensive @ desired. The huge number of site-spedfic jobs
compli cated the mnstruction of job grofiles in the system and made it difficult to run
common training sessions for several stes, as the training courses alocated to the
employees depended on the jobs assgned to them.

3.4 System Configuration

English was chosen as the single company language, serving as the only official
language for system log-on and preparation of the original system and user
documentation. A pasitive dfed of having only one log-on language was that error
reporting from the sites to the central projed team was smplified.

Documents used for correspondence with vendors and customers of Hydro
represent an exception to this dedsion. Sales orders, shipping documents and hilli ng
documents in the sales areg and requests for quotation, contrads and purchase orders
in the procurement areawere maintained in all languages for the nine cuntries with
HAE representation. The mnsequences of opening up for correspondencein al | ocd
languages proved to require much more resources than initialy anticipated. A
seemingly simple fador like the diversity in the locd letter formats also significantly
increased the workload for ensuring that common and legal standards for ead of the
countries were met. As a limiting measure, the different legal entities were only



alowed to maintain their documents in maximum two languages. English and the
locd language.

Differences in legal requirements, like the need for continuous number ranges for
invoices belonging to the same wmpany in Italy and Spain, also led to exceptionsin
how the system could be implemented for the different countries.

An interesting point is that al site spedfic configuration was handled by the
central projed team. In effed, this meant that projed members of the eentral team had
to handle text adaptations in ltalian without understanding the meaning of the
sentences they entered. This potential problem was lved by involving the locd sites
in quality assurance work where needed. Apart from end-user training, master data
conversion was the only part of the implementation work that was done locdly at the
sites. Still, this work was aso controlled, planned and monitored by the central team.
Master data mnversion was decetralized mainly due to the fact that SAP was
repladng a wide range of legacy systems that required locd expertise to alow
acawrate data extradion. The same nversion programs were however used at all
sites when uploading data to SAP. This helped to ensure master data consistency
throughout the division.

3.5 System Documentation

All user documentation and training material delivered by the projed was
prepared in English only. Locd instructors were educated to train employees from
their own countries, thus fadlitating teading in the locd language and discussions
beyond the arriculum of the standard training courses. By using locd training
resources, the projed aso made sure that the instructors had the untry-spedfic
knowledge necessary to tailor the training courses to the locd needs using locd
master data and site-spedfic SAP structures. Two training systems, one for uploading
locd training data and one for running the curses, were established, and a ceantrally
controlled routine for copying data from the first system to the other was st up. The
timing of this copying depended on the scheduling of locd courses, though finding an
appropriate time wuld be rather challenging when three of four sites were running
courses that partly overlapped in time.

4. Conclusions

In this article we have described the HAE Reengineeing projed with emphasis on
the spedal considerations necessary for a multi-cultural system implementation. The
effects of working in a multi-cultural environment were refleded in many different
and often unexpeded ways. Among the paositive experiences of the projed we would
like to accentuate the benefits of working in international teams and using locd
instructors for training. Furthermore, the dedsion to use only one official log-on
language proved to make the implementation more dficient than it otherwise would
have been. The linguistic side of the projed also gave rise to one of the negative
experiences. The dfort associated with maintaining all external documents in locd
languages turned out to be greaer than initially expeded. Also, in later projeds more
resources should probably be dedicated to working out common job descriptions and
making them valid aaossall sites.



An interesting issue in ERP projeds is the way harmonized business processes
and jobs are documented. The EPC model from Figure 2, which foll ows the notation
favored by SAP, is not expressive ewugh to include dl aspeds subjed to
harmonizaion. Jobs, tasks, reports, cooperation, operative principles, and system
resources are just as important when harmonizing disparate organizational sites, but
cannot be visually documented and discussed the same way. Adoping a stronger
modeling basis (see Carlsen 1997 Gulla ad Lindland 1994 Harel 1992 for
proposals), the projeds might have found it easier to communicae and work out
harmonized business gructures.
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