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Abstract. The paper reports on a study which has focused on percep-
tions of retail bank clients about different ‘relationship-oriented’ fac-
tors, brand strength and loyalty. Users of two banking service delivery
channels have been compared: e-banking versus office users. On aver-
age, an e-banking user consistently perceive brand strength and differ-
ent ‘relationship-oriented’ factors to be significantly lower than how
an average office user perceives it. Also, the average e-banking user is
more attitudinally and behaviourally inclined to switch bank, and use
more banks, than what the office user is. These results indicate that e-
banking has changed the basis for the client’s relationship with the re-
tail bank and this influences on the client.

Background

The Swedish universal banks have consistently and fairly successfully been
automating its customer relationships during the last some 15 years. In 2003,
about 60% of the Swedish Internet users had adopted e-banking services over
the Internet (Findahl, 2004). Obviously, there is a clear difference between
adoption and usage. In 2003, 31% of all banking payment errands in Sweden
were done via e-banking (Findahl, 2004).

Launching an Internet banking service requires sizeable investments. It is
estimated to cost about as much as running a small branch office for a year
(Finanstidningen, 1999). Thus, the banks are staking large amounts on e-ban-
king. The banks’ two primary purposes with e-banking are cost reductions
and to replace time spent on routine errands with spending more time on
business errands with the clients. From the perspective of the banks, online
banking means fewer members of staff and smaller infrastructure demands,
compared with physical offices and call centers. Thus, the innovation e-ban-
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king mean that the branch office and its co-workers should relate to the follo-
wing distance and closeness paradox:

Banks want to cut costs – through technology-based self-service use
(i.e. a lot of the work is left to the clients, which also can be perceived
of as an increase of the social distance between the client and the
branch office) – and at the same time they want to have near/strong
customer relationships, in order to strengthen customer loyalty.

The rationale for firms to strive for loyal customers is that it is assumed that
loyal customers lead to higher profitability in the long run. This hypothesis is
based on the assumptions that customers over time tend to increase their pur-
chase volume, to become less price-sensitive, to cost less to serve for the
service provider and often to generate new customers through recommending
the patronage firm to its friends (Reichheld & Sasser, 1990; Reichheld,
1993). Reichheld and Sasser (1990, p. 105) argue as follows:

As a customer’s relationship with the company lengthens, profits rise.
And not just a little. Companies can boost profits by almost 100% by
retaining just 5% more of their customers.

As noted, retail banks are facing this essential paradox: ‘To be near – or not
to be near (the client)? – that is the question’. This paradox, needless to say,
is important for the bank to manage in a professional manner. It calls for a
focus on relationship banking at the same time as the provision of technology-
based self-services continually is kept in tune with the needs of its clients.

Service organizations in general are continually looking for ways to in-
crease customer loyalty. Managers whose primary “product” is a service find
that it is troublesome for their customers to evaluate their offerings. Two
reasons for this is the intangible nature of services and that services are heav-
ily dependent upon the performance of people.

Concurrently, there is a strong focus on reducing transaction costs. Schell
(1996) argued that the lack of relationship banking is a consequence of mana-
gement’s focus on short-term profits. Bolton et al. (2003), in their study on
business-to-business relationships, recommend that managers should carefully
monitor the effects of reductions in ‘employee-delivered service’, since these
were found to have a substantial influence on inter-personal satisfaction. They
refer to Krauss (2002) when concluding:

Despite substantial expenditures on technology-enhanced service sys-
tems, little is known about the effect of reducing employee-delivered
service on relationship outcomes.

This message is in line with Lynch (1996, p. x) who formulated this paradox,
which captures a claimed neglect on behalf of the branch offices in the inter-
play with their clients:

Banks have vastly improved their methods of risk assessment, except
in the area where it really matters – how clients behave.
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From the client’s perspective, banking services over the Internet offer the
convenience of using banking services at any time. The client will also have
more options, as these services facilitate comparisons between different of-
fers. Providing these banking services cost less, which might imply that the
private clients will receive better offers.

Assumedly, the client relationships of the bank will be affected, and par-
ticularly interesting in this context is the clients’ adoption of new services and
interaction forms. Will the “World Wide Bank”, together with other automa-
ted services, replace bank visits, or will the clients use the information provi-
ded on the bank web sites to prepare their next visit to the branch offices?
Changes in the client interaction will affect the structure of the bank office, its
business processes and need of skilled staff. One interesting and feasible
consequence of the present IT and Internet progress is that branch offices of
the same bank will start competing with one another. This would mean a
departure from the previous and current praxis, whereby each branch office
has its own, exclusive sales territory within the bank.

Lynch’s paradox above has motivated the focus of this study: to provide
insights into how different channel user segments of clients behave and what
attitudes they have. In the research literature, e.g., Mulligan and Gordon
(2002), it has been argued that retail banks need a better understanding of
how the new “cold” Internet channel influence on how their existing clients
perceive their relationships with the retail bank.

Based on the introduction above the following two research questions are
chosen to be in focus in this paper:

1. How is e-banking influencing on ‘private client−contact person/-
branch office’ relationships?, and

2. Are there differences in perceptions between e-banking users and
office users concerning perceived brand strength, different ‘relation-
ship-aspects’ and customer loyalty for private clients?

Customer loyalty and determinants of loyalty

Research on customer loyalty has focused mainly on product-related or brand
loyalty, whereas relatively little research has examined loyalty to service
organizations, i.e. service loyalty (Gremler & Brown, 1996). It has been ar-
gued that service loyalty is different from brand loyalty in some aspects: (1)
services provide more opportunities for person-to-person interactions, which,
in turn, provide opportunities for loyalty to develop (Parasuraman et al.,
1985), (2) service loyalty is more dependent on the development of interper-
sonal relationships as opposed to (tangible) product loyalty, (3) perceived risk
is often greater when purchasing services than goods (Murray, 1991), which
provides an atmosphere more likely to result in customer loyalty.
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In markets where product or service differences are marginal, retaining
current customers becomes important to future exixtence for most firms. Cus-
tomer loyalty is therefore a key to profitability (Reichheld & Sasser, 1990).
For managers it is, consequently, important to know what the important dri-
vers for customer loyalty are.

Despite the general agreement among businessmen and academic scholars
about the fundamental importance for all businesses to achieve customer
loyalty among its current customers, Gremler and Brown (1996:171) argued
that there was relatively little known about what factors that are driving cus-
tomer loyalty:

Academics and practitioners alike agree that loyalty is an integral
part of doing business. Few, if any, businesses can survive without es-
tablishing a loyal customer following. Surprising, however, in spite of
its obvious importance to all businesses, relatively little is known
about customer loyalty. Experts have struggled to define precisely
what being a loyal customer means, and meager progress has been
made in determining what factors lead to customer loyalty. So, al-
though customer loyalty is considered the “back-bone of business”, it
has remained a mystery.

Johnson et al. (2001, p. 231) proposed a structural model with five drivers of
customer loyalty: customer satisfaction, brand strength, price (attractiveness),
affective commitment and calculative commitment. Their proposed customer
loyalty model was tested on the national sample of 6,900 customers surveyed
in the Norwegian Customer Satisfaction Barometer (Andreassen & Lindestad
1998b, Andreassen & Lervik 1999). Among these drivers of customer loyalty,
the focus in this paper will be on brand strength, and its association with loy-
alty.

In the literature study conducted, we found propositions and findings made
by Macneil (1980), Parasuraman et al. (1985), Jain et al. (1987), Zeithaml et
al. (1988), Brown and Swartz (1989), Davis et al. (1989), Lovelock and
Young (1989), Czepiel (1990), Grönroos (1990), Berry and Parasuraman
(1991), Morgan and Hunt (1994), Berry (1995), Bitner (1995), Johnston
(1995), Liljander and Strandvik (1995), Dabholkar (1996), Chandon et al.
(1997), Evans and Wurster (1997), Hopland (1997), Darlington (1998), Mols
(1998), Ojasalo (1999), Mols (2000), Paulin et al. (2000) and Johnston et al.
(2001), to be relevant when we designed the questionnaire for the survey
study (see below). The most important theoretical input for us was the indexes
suggested by Paulin et al. (2000).
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Methodology

Choice of focal universal retail bank
There is an oligopoly situation on the Swedish bank market. During the last
decade there has only been four universal banks, that is full-range banking
service providers, on the Swedish market. Our study was conducted during
the 1999-2002 time period.

Svenska Handelsbanken (hereafter abbreviated as SHB) was chosen to be
our first candidate as the focal firm in our research study. The primary reason
for our preference was that SHB had proven sustainable and superior profit-
ability over almost a three decade period.

At the point in time for the start of the study, the 1998 year profit for SHB
meant that it for the 27th year running had a higher return on equity than the
other Swedish and Nordic banks (Svenska Handelsbanken, 1999, p. 5). The
other Swedish universal banks are: Nordea (see Jelassi & Enders, 2005, who
claim Nordea to be “the world’s biggest clicks-and-mortar bank”), Fören-
ingsSparbanken, and SEB.

One important building block for sustainable profitability is to have a satis-
fied customer base. Sweden was the first country to monitor customer satis-
faction on a continual basis on a national level (Fornell, 1992). Since 1989,
the Svenskt Kvalitetsindex Survey (previously called “the Customer Satisfac-
tion Barometer”; CSB) index has been generated from annual survey data
from Swedish customers to about 100 leading organizations in some 30 in-
dustries.

Every single year since the start of the Svenskt Kvalitetsindex Survey,
SHB has been ranked highest, among the four universal Swedish banks, by its
retail clients in terms of level of satisfaction. According to the Svenskt
Kvalitetsindex survey, SHB has during the 1998-2004 period received the
markedly highest customer satisfaction score ( 4.3 points better than the
index score for the second best on the 100 points index scale) among the
Swedish universal retail banks.

Thus, overall the private clients of SHB are very satisfied. We therefore
claim that SHB is relatively more relationship-oriented than its competitors
among the universal banks on the Swedish market. Its deliberate relationship-
oriented way of working, towards its clients, its employees as well as towards
its shareholders, constitutes the core of its strong corporate culture. This cul-
ture has continuously been refined ever since it was established during the
turn-around of the bank in 1972 led by its CEO at that point in time, Jan Wal-
lander.

Given a business perspective, our choice of preferred focal case study firm
was based on our conviction that high-profitable business operations sup-
ported by medium-level e-banking capabilities is a better business path to
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follow than the path of medium-profitable business operations supported by
high-level e-banking capabilities. Thus, the rationale for our choice was that
there is more to learn, about how to successfully run a retail banking business,
from studying the actor “that sustainably has been best in class” than from
studying the others.

Therefore, SHB was our first and foremost case study firm choice. An ad-
ditional reason was that SHB, in our view, was the most relationship-oriented
bank among the Swedish universal banks. To our satisfaction, the senior man-
agement representatives of SHB accepted to participate in our study, which is
here concisely presented. The representatives of SHB, in turn, then selected
two small town branch offices to be included in our study.

The questionnaire survey
As one of the components in our longitudinal study of SHB, we decided – in
dialogue with the representatives for SHB – that a mail questionnaire survey
should be conducted one year after the start of the study. At that point in time
a number of qualitative interviews had been conducted by us with both man-
agement and co-workers at the two selected branch offices. We therefore had
a reasonably good pre-understanding of “the matters at hand” when the ques-
tionnaire form was designed. Since we initially had the ambition to get in-
sights into the interplay between different banking services, different channels
and different users, the design of the questionnaire form was a fairly strenu-
ous process. The final questionnaire form contained 139 items and all ques-
tions about perceptions had a five-point Likert scale.

Among the private clients of the two studied branch offices, users of two
channels were selected for the questionnaire survey: the e-banking and the
(physical) branch office users. This decision was in accordance with the rea-
soning of Mols (1999) who assumes, for reasons of simplification, that only
two significant bank client segments exist, namely an “Internet banking seg-
ment” and a “branch banking segment”. 1,200 – with a 2x2x300 sub-sample
design – respondents were randomly drawn from the central data warehouse
database of the studied bank. The response rate obtained was 68.5%.

Brand strength, ‘relationship-oriented’ factors, level of involvement and
loyalty

Through a principal component analysis we formed (see Table 1 below), a
perceived ‘brand strength’ factor, different perceived behavioral and attitudi-
nal aspects of the contact person factors (i.e. the second group of ‘relation-
ship-oriented’ factors in the table), and two factors concerning perceived
characteristics of the client herself/himself.
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As shown, there were between three and seven items forming these factors,
except for ‘perceived competence of CP’ which was formed by only two
items. The Cronbach alphas for these factors were within a range from 0.78 to
0.92. Thus, all Cronbach alphas are over 0.70 which is perceived as satisfac-
tory.

Table 1: Factors/indexes formed from the retail bank client
survey results

No. Alpha
Factor of items coefficient

Brand strength 7 0.90

CP responsiveness and empathy 5 0.92
Perceived competence of CP 2 –
CP reliability and communication 4 0.85
Mutuality of CP 4 0.87
CP client-orientation 6 0.78
Timely communication of CP 3 0.80

Client’s level of involvement 5 0.82
Propensity to switch bank 4 0.79

The ‘brand strength’ factor is formed by items which capture aspects such as
the previous experiences and the current satisfaction with the services pro-
vided by the bank, the bank’s degree of trustworthiness and being confidence-
inspiring, its reputation and the client’s willingness to recommend the bank to
others (cf. Jain et al. 1987; Liljander & Strandvik 1995; Ojasalo 1999; Paulin
et al. 2000). All these seven items evolve around attitudes toward the SHB
bank or the local SHB branch office.

Building on the findings by Parasuraman et al. (1988), we formed the fac-
tor called ‘CP responsiveness and empathy’, which concerns affective com-
mitment. ‘Responsiveness’ is defined as willingness to help customers and
provide prompt service, and ‘empathy’ is defined as caring, individualized
attention that the firm provides to its customers.

In the exploratory research of Parasuraman et al. (1985), ‘competence’ was
identified as one of the determinants of service quality. These researchers
defined ‘competence’ as the possession of the required skills and knowledge
to perform the service. The ‘perceived competence of CP’ factor was formed
by using two items, such as the perceived degree of expert knowledge and
sound judgement of the contact person/the bank (cf. Morgan & Hunt, 1994;
Berry, 1995; Bitner, 1995).
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We also formed a ‘CP reliability and communication’ factor out of two of
the identified determinants of service quality from Parasuraman et al’s (1985)
exploratory study, i.e. ‘reliability’ and ‘communication’. According to these
researchers, ‘reliability’ involves consistency of performance and dependabil-
ity and ‘communication’ implies keeping customers informed in a language
they can understand and listening to them. ‘Reliability’ is also one of the five
indicators of perceived service quality in the SERVQUAL instrument
(Zeithaml et al., 1988). The ‘CP reliability and communication’ factor was
formed by using four items capturing aspects such as the contact per-
son’s/bank’s perceived degree of fulfilling its promises, its ability to inform
the client in a language that the client can understand, its degree of being
available and its degree of pro-active conduct in bringing banking er-
rands/businesses to an end (cf. Parasuraman et al., 1985; Paulin et al., 2000).

Paulin et al. (2000) argue that, so called, ‘relational bankers’ consider the
client relationship more as a partnership, which is required in order to gain
and maintain client loyalty. Johnson et al. (2001) suggest that ‘presence of
reciprocity in the relationship’ is one indicator of the latent construct ‘affec-
tive commitment’. A ‘mutuality of the CP’ factor was formed from four items
in the questionnaire, capturing aspects such as the contact person’s/the bank’s
ability to understand the client’s household economy situation and to provide
the client with timely information, its degree of efforts to adapt to the client’s
household economy situation and the degree of perceived mutual trust as a
basis for the banking errands/businesses (cf. Paulin et al., 2000).

In the business-to-business (or commercial) banking context, Paulin et al.
(2000) in their study on banks in France concluded that despite the emphasis
on new technology, contact personnel remain important for the success of
professional business-to-business services. They stress that an important role
of contact personnel is to balance technical, administrative and social compe-
tencies. This requires a client-oriented organisational culture (Paulin et al.,
1999). A ‘CP client-orientation’ factor was formed by six items, capturing
aspects such as the contact person’s/the bank’s ability to identify the real
needs of the client, extent of follow-up activities, degree of responsiveness,
degree of long-term orientation and interest in current clients (cf. Paulin et al.,
2000).

The ‘timely communication of CP’ factor is a renaming of one of the iden-
tified determinants of service quality in Parasuraman et al.’s (1985) explora-
tory study, that is ‘understanding/knowing the customer’. Their factor con-
cerns the effort to understand the customer’s needs, which involves learning
the customer’s specific requirements and providing individualized attention.
Our suggested factor is also close to Paulin et al.’s (2000) factor called ‘com-
munication’, by them suggested to be an indicator of relationship strength.
We find that our suggested concept in a better way captures the common
content of the specific items which form the factor, aspects such as the con-
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tact person’s/bank’s degree of providing the client with individualized atten-
tion as regards changes in the service range of the bank and changes in the
client’s household economy situation (cf. Parasuraman et al., 1985; Paulin et
al., 2000).

The client’s own conduct in terms of her/his level of involvement in the
own household economy has implications for attitudes and behaviour as re-
gards banking services. A ‘client’s level of involvement’ factor was formed by
using four items, capturing aspects such as degree of interest, level of infor-
mation collection, amount of time spent on the own household economy and
perceived knowledge about the service range supply of different banks.

The attitudes of the clients as regards their intentions to switch bank if they
are not satisfied with the processes or the outputs of the banking service pro-
vider is one part of the loyalty issue. The existence of switching costs (Porter
1980) is one possible determinant for loyal behaviour. Porter (1980:10) de-
fines switching cost as ”the one time costs facing the buyer of switching from
one supplier’s products to another.” Thus, the (perceived) existence of
switching costs may lead to a loyal behaviour even though the individual’s
attitudes are not positive. Service providers therefore try to create switching
costs for the consumers by building up switching barriers for them. Examples
of such switching barrier mechanisms are when continued purchases are re-
warded (e.g. when giving reduced interest rate loans to loyal clients) or when
additional consumer learning is associated with switching services or products
(e.g. when learning to use new technology-based self-service interfaces). The
‘propensity to switch bank’ factor was formed by five items capturing the
respondents’ attitudes on their inclination to switch bank if they were dissatis-
fied: with the service performance, with the service charges, as a consequence
if a competitor presents a better offer, with practical issues, and with the in-
terest rate.

Correlations between brand strength, ‘relationship-oriented’ factors,
own level of involvement and attitudinal loyalty

In Figure 1 below results from the e-banking user respondents as regards cor-
relation between the client’s perceptions of brand strength, her/his percep-
tions of different ‘relationship-oriented’ aspects associated with the contact
person at the branch office (BO) and perceptions of two factors concerning
the client herself/himself (‘level of involvement’ and ’propensity to switch
bank’) are presented.

The results show that perceived brand strength is clearly related to the cli-
ent’s perceptions of behavior and attitudes of her/his contact person at the
branch office and of the personal relationship with the contact person. As
seen from the correlation coefficients reported to the right in Figure 1 these
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co-variations are strongly significant. The co-variations between the percep-
tions of the contact person and the perceived brand strength are consistently
somewhat higher for the office user respondents. This might depend on that
their brand strength perceptions to a higher degree are formed by their face-
to-face encounters with their respective contact persons.

Figure 1: E-banking users’ perceptions of brand strength, ‘re-
lationship-oriented’ factors, own level of involvement
and attitudinal loyalty

The results further show that the more involved the e-banking user client is in
her/his own household economy, the more positive (0.11) is her/his brand
strength perceived – even though this co-variation is only significant on the
0.05 level. In other words, the more economically active the client is, the
higher she/he perceives the brand strength to be. On the other hand, the more
involved the e-banking user client is in her/his own household economy, the
higher (0.17) her/his inclination is to switch bank, that is a higher attitudinal
disloyalty.

Even though there is a low co-variation between perceived brand strength
and attitudinal loyalty for the e-banking user clients (- 0.14) this is not signifi-
cant. For the office user respondents, however, also this co-variance (- 0.16)
is strongly significant. The findings from the present study, thus, suggest that
a higher perceived brand strength influence negatively on the attitudinal dis-
loyalty for the office users. This is consistent with findings in previous studies
such as, e.g. Murphy (1996), Andreassen and Lindestad (1998a,b) and John-
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son et al. (2001). For the e-banking users in the present study, however, this
co-variation between brand strength and loyalty is not significant.

It should be kept in mind that the focus of the present survey study was on
simple payment banking services, which might explain why perceived brand
strength was not significantly assocaited with loyalt for the e-banking users.
Based on an empirical study, Andreassen and Lindestad (1998a) claim that
when services are complex −and therefore difficult to evaluate −and they are
subject to high-involvement and are infrequently purchased, brand strength is
believed to influence positively on loyalty.

Systematic differences in perceptions between e-banking and office users

On the overall level, as presented above concerning associations between
brand strength, relationship-oriented factors and loyalty, e-bankings users as a
group discriminates itself from the office users as a group. Therefore, the
average e-banking user now will be compared with the average office user as
regards their valuations along the 5-point scale used in the questionanire
along the introduced factors.

As shown from the results presented in Table 2 below, an e-banking user
on average consistently perceive brand strength and different ‘relationship-
oriented’ factors as regards the contact person at the branch office to be
significantly lower than how an average office user perceives it. In other
words, the e-banking users perceive their relationships with the retail bank as
less positive than what the office users do. This difference is systematically
significant between these two channel user groups across all ‘relationship-
oriented’ factors (t-tests show p<0.01 between the two groups for all these
factors).

Thus, the clients’ perceptions differ from each other depending upon what
channel they usually use for their banking errands. There are, at least, two
possible explanations for these systematic differences in perceptions. One
explanation is that the e-banking users have become distanced from the con-
tact person/branch office and therefore no longer perceive that they have a
strong relationship with her/him/it. A second possible explanation is that e-
banking provides the e-banking users with other advantages which compen-
sate for a weaker relationship to its contact person/branch office. In other
words, an average e-banking user −compared to an average office user −has
a weaker bond to the bank. For an e-banking user, this means that the bank to
a higher degree is interchangeable.

These results indicate that e-banking has changed the basis for the client’s
relationship with the bank and this influences on the client (as Lynch 1996, p.
ix phrases it):
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People in every area of their lives are changing the basis of their rela-
tionships and new types of relationships are changing people.

Table 2: Average client perceptions about brand strength, dif-
ferent behaviour and attitudes of the Contact Person
(CP), and the client’s own level of involvement: e-
banking users vs office users

Factors:
e-banking users office users

Brand strength 4.09 4.24
Responsiveness and empathy of CP 3.99 4.29
Competence of CP 3.78 4.27
Reliability and communication of CP 4.02 4.20
Mutuality of CP 3.78 4.10
Client-orientation of CP 3.37 3.63
Level of involvement of client 3.30 3.10

Concurrently, the last factor presented in Table 2, the client’s level of in-
volvement in her/his own household economy is significantly higher for the e-
banking users than for the office users.

‘The high-income e-banking client dilemma’ for universal retail banks

Another interesting segmentation dimension for the retail bank, than the chan-
nel choice dimension, is to group the clients according to their household in-
come. From the retail bank’s business perspective, clients in high-income
households are assumed to be the most interesting clients.

In the following, we are therefore trying to summarize the main findings
from the survey study in the form of a chain of conclusions, which highlights
a dilemma that universal banks are facing or approaching when it comes to its
high-income e-banking clients.

To start from the end, one threat for the universal retail banks is that they
get hold of the simpler everyday routine transactions, while they lose the
more profitable businesses such as investments and loans. Brummer & Part-
ners and Lannebo Fonder are examples of Swedish actors which successfully
have taken market shares on their niche markets from the universal banks.

Thus, the universal banks are facing a dilemma: they make a rod for their
own back through providing e-banking services at the same time as they ob-
viously can not refrain from offering this channel. The competition is gradu-
ally shifting from being local (which it still is to a large extent on the Swedish
market) to becoming national and in the next step global. In Sweden, one
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example of increased national competition is SBAB where the client−bank
contact before a loan is granted is handled in an easy way through just Inter-
net and a follow-up telephone call.

E-banking is particularly popular among high-income households (Findahl,
2004), which are important clients for the retail bank. In the present study,
78% of the high-income household client respondents belonged to the e-
banking user group. Thus, the e-banking user group kept a clear majority of
the high-income household clients. Based on some of the findings from the
present study, an e-banking enabled chain of conclusions for the universal
retail banks, as regards their high-income clients, is here proposed −as shown
in Figure 2 below.

Important clients = high-income clients

perceive themselves to be more knowledgeable and competent

these are more involved

these have a lower degree of loyalty

via e-banking is competitor comparisons ’just one click away’

these do not find it troublesome to switch bank

these keep everyday errands/transactions in the current bank and ‘shop-
around’ loan services and investments

Figure 2: Proposed ‘high-income e-banking client dilemma’
chain of conclusions for universal retail banks

The proposed e-banking-enabled chain of conclusions for high-income e-
banking clients is a paradox for the bank. A primary purpose with e-banking
is to acquire more time for transforming more important clients to ‘full cli-
ents’ at the same time as e-banking has provided the same clients with new
possibilities to be a client in many banks and to easily find the perceived best
service, i.e. the service offering the highest client-perceived value. In the fol-
lowing each step (except the fifth) in the e-banking enabled chain of conclu-
sions will be briefly commented upon.
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High-income clients are important
As ’high-income clients’ we have classified those respondents that belong to a
household with a monthly income exceeding 40 000 SEK (about 5,700 USD).
These high-income clients constitutes for 27% of the respondents. As noted,
78% of the high-income client respondents in our survey belonged to the e-
banking user group.

Perceive themselves to be more knowledgeable and competent
Our survey data indicate that the e-banking users in high-income households
perceive themselves to have a higher degree of knowledge about banking
errands, about self-services, about the range of different banks and to have a
higher degree of know-how concerning the use of Internet than how office
users perceive themselves. There is a significant correlation between per-
ceived knowledge about the range offered by different banks and educational
level: The higher education level, the higher the degree of perceived knowl-
edge in this aspect. The majority (66%) of the surveyed high-income e-
banking users have a university degree diploma.

Are more involved
The e-banking users on average also have a significantly higher level of in-
volvement in their own household economy than what the office users on
average have. Among the e-banking users, in turn, the level of involvement
vary across different life-cycle phase groups. The higher level of involvement
in their own household economy in combination with their perceived higher
degree of knowledge imply that the e-banking users have a greater ability and
a stronger will to question their bank relationship −and to use self-services,
including e-banking. High-income clients are also found to be more relation-
ship-oriented (as opposed to transaction-oriented) than what mid- and low-
income clients are. Despite this preference, a large share of the high-income
clients prefer to use e-banking. The degree of relationship-orientation varies
across the two studied branch offices, which manifests that ’all business is
local’.

Have a lower degree of loyalty
Our results show that high-income clients have a lower behavioural loyalty
than the low-income clients. This behavioural loyalty was measured by the
number of bank relationships and the number of times switching main bank
during the last 10 years. Thus, the propensity to switch bank is higher among
high-income clients. Also, the e-banking users are behaviourally less loyal
than what the office users are. E-banking is to a higher degree appreciated by
the more behaviourally disloyal clients at the same time as e-banking facilita-
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tes for them to switch bank −since competitor comparisons is ’just one click
away’.

As shown from the results presented in Table 3 below, the e-banking users
on average are more attitudinally inclined to switch bank than what the office
users are, if they perceive that they are dissatisfied with any of the five mea-
sured potential causes. These causes are: dissatisfaction with the service per-
formance, dissatisfaction with service charges, if a competitor presents a
better offer, dissatisfaction with practical issues, and dissatisfaction with the
interest rate.

Table 3: Perceived significance of different bank-switching in-
tention determinants on the channel user group level

e-banking users office usersIntention to switch bank on account
of dissatisfaction caused by: Mean Ranking Mean Ranking
… service performance 4.38 1 4.13 1
… service charges 4.24 2 3.82 2
… a better offer from a competitor 4.03 3 3.87 2
… practical issues 3.96 3 3.87 2
… the interest rate 3.69 5 3.46 5

As shown, ‘dissatisfaction with service performance’ is perceived by the
clients to be the most important reason, or determinant, for bank-switching
intention among the dimensions measured in our survey. The secondly highest
rated determinant is ’dissatisfaction with service charge’. Interestingly, ‘dis-
satisfaction with the interest rate’, distinctly is the least important determinant
for bank-switching intention among the five determinants measured in our
survey. The e-banking users on average consistently attribute more impor-
tance to the surveyed reasons (this pertain to four of the five surveyed deter-
minants) for bank-switching intention, than what the office users do. The
different rankings in Table 3 denote that the mean differences between the
determinants are significant.

Do not find it troublesome to switch bank
From the branch office profitability perspective, an interesting finding is that
clients in high-income households to a lesser degree perceive it to be trouble-
some to switch bank than what clients in mid- and low-income households do.
Interestingly, this result is contrary to what Gunnarsson et al. (2000) found. In
addition, e-banking users strongly significantly perceive it to be lesser trou-
blesome to switch bank than what office users on average do.

In practice it turns out that it is often troublesome to switch bank for the
salary bank account. The reason is that it brings with it a number of resulting
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changes, which often in practice means errors. A client which has this expe-
rience is therefore inclined to refrain from switching salary bank account,
unless there is a severe crisis in the relationship with the branch office.

Keep everyday errands/transactions in the current bank
The official statistics tells that the share of Swedes switching bank is low
(around 5% annually). This figure, however, concerns only switching of bank
for salary bank accounts. Along with the emerging new client behaviors, the
share of clients switching bank for salary bank accounts is increasingly unin-
teresting.

But to lend money, both for acquisition of real estate and consumption, is
easy and might be profitable. Investments are also easy ‘to shop around’ even
if there often still is a distinct need of ‘face-to-face’ dialogues among the
clients. Obviously, a necessary condition for these ‘face-to-face’ dialogues is
that the advisor/contact person is competent enough to follow a powerful line
of reasoning. Otherwise, Internet comparison sites (such as, e.g., www.mor-
ningstar.se) might be a better alternative.

There is good reason to assume that the clients’ behavioural disloyalty is
higher than what the banks believe. The ‘full client’ concept is therefore not
as relevant as it has used to be. To increase the ”share of wallet” is therefore
suggested to be a better goal for governing retail banking business operations.

Practical implications

What should the retail bank do? In order to attain sustainable profitability it is
suggested that the co-workers of the universal retail bank should have more
relationship-building personal dialogues with their important clients and that
they should be more pro-active: Tell the clients about “bad news” so that no
one else gets ahead with this, tell about opportunities −and improve the per-
sonal “touch” through starting to use the client’s individual bank home page
for ”one-to-one marketing”. It is also significant that the contact person pro-
vides the client with more competence than what Internet comparison sites
do. Of critical importance for the universal banks is therefore to ensure that
their co-workers have competence advantages in a time when investors de-
mand more cost-efficient banking business operations. A constantly important
question for the branch office should be: How can we manage to attract the
current e-banking clients also in the future?

Service encounters between clients and contact persons are a critical com-
ponent of service quality and perceived service performance (Chandon et al.,
1997). Paulin et al. (2000) stress that an important role of a contact person is
to balance technical, administrative and social competencies, which in turn
requires a client-oriented organizational culture (Paulin et al., 1999). Paulin et
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al. (2000, p. 468), whose findings in the B2B context here is argued to be
applicable also in the B2C context, argue that technology is not the main
thing:

Technology and administrative procedures should be considered as
tactical rather than strategic in that they should provide support for
the social interaction between the account manager and the business
client rather than being ends in themselves.

Another strong argument for the value of personal interaction is that regard-
less of whether a firm’s core offerings are products or services, superior ser-
vice quality is necessary for excellent market performance on a sustainable
basis (Berry, 1999). An important argument for this strategic issue considera-
tion is that high service quality is much more difficult for competitors to ef-
fectively imitate than what product quality and price is.

It is obvious that e-banking is a necessary and very important channel for
retail banks, but it is hardly sufficient for building and sustaining relationships
with its clients. Building and sustaining personal relationships is still a key
building block in order to build client loyalty to the branch office (cf. Johnson
et al. 2001). Selnes and Hansen (2001) argue that self-service without a
minimum of personal interaction will have a negative effect on customer
loyalty. In the universal retail bank context, the findings of the present study
indicate that there is an obvious risk for decreased client loyalty among e-
banking users, and particularly among those that never visit the office.

E-banking and “personal” channels −including the telephone form of con-
tact − are complementary channels to each other. Obviously, e-banking is
particularly suitable for fairly simple transaction services, which have been
the main object of study in this report, while “personal” channels are more
suitable for more complex services.

Our survey results, which are discussed more extensively in Fredriksson
(2003), show that e-banking user clients in a number of aspects significantly
distinguish themselves from office user clients as regards their perceptions of
the ‘private client−contact person/branch office’ relationship. This significant
difference between the two channel user groups deserve due managerial atten-
tion.

Research implications

Finally, the questionnaire applied by Paulin et al. (2000) was significant input
to the survey questionnaire in the present study. In addition, our questionnaire
also contained many other items capturing findings in other relationship-
oriented research literature and in self-service technology research literature.
Interestingly, the same sets of items did only partially, but not fully, generate
the same factors −out of the principal component analysis −as Paulin et al.
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(2000) received. In future research, the possible explanations for these diffe-
rences in generated factors is one of the aspects from the present study that
we intend to look deeper into.
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ABSTRACT 

Enterprise systems are configurable and customized computer-based information systems, claiming to provide a total, 
integrated solution to firms’ information-processing needs. ‘Management support’, ‘User Involvement’, and ‘Project 
Management Experience’ are considered as three of the most important critical success conditions for Enterprise systems 
change projects. The main purpose of this paper is to identify and discuss new preconditions for established critical success 
conditions in Enterprise systems change projects. Traditional Enterprise systems technology and traditional plan-driven 
project management methods are not in an effective way supporting the established critical success conditions for Enterprise 
systems change projects. Supported by the findings from one case study, we propose that new preconditions, such as modern 
Enterprise systems technology, more narrowly defined projects and agile methods are matching each other. We also propose 
that this combination of new preconditions is more appropriate for supporting the realization of critical success conditions for 
Enterprise systems change projects. 
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ENTERPRISE SYSTEMS AND TRADITIONAL PROJECT MANAGEMENT   

Enterprise Systems 

Today there is a booming market for software packages claiming to provide a total, integrated solution to firms’ information-
processing needs. Enterprise systems (ESs) are standardized computer-based information systems for enterprise integration, 
internally as well as externally. ESs can be customized in principally two ways: traditional parameter-driven systems or the 
new type of systems built up by a user-friendly application generator. ESs are characterized as all-embracing administrative 
information provision in organizations supporting the integration of business processes through shared information flows (cf. 
Shanks and Seddon, 2000). The integration of core business processes, for example accounting, order management, logistics 
and human resources, is achieved through creation of a single system with a shared database.  

Over the past fifteen years many large and SME organizations have adopted ESs expecting positive outcomes. Many of these 
firms are now upgrading, replacing, or extending their original ESs, facing major technical and organizational challenges. 
The reason is argued to be that the traditional ESs are monoliths with complicated code bases, which make it difficult to 
design solutions meeting the needs of the individual firm. It is not either possible to pick just one improvement that the 
customer wants from an upgrade and skip the other. Vendors of traditional ESs are aware of the growing dissatisfaction 
among its users, who are forced to work in inefficient ways, hire expensive consultants to manage the systems, and to 
perform Big Bang upgrades causing lots of disruption and cost. 
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Traditional Project Management 

The project management methods applied to handle most IT projects, could be denoted as ‘traditional' and originate from the 
large development projects carried out during the forties-fifties within the U.S. military industry. These traditional methods 
feature extensive upfront planning as the basis for predictions, measurements and control during the project life cycle (Nerur 
et al., 2005). Traditional project management is often denoted as ‘plan-driven’ or ‘stage-gate’ project management. 

Projects are generally defined as non-recurrent assignments with well-defined goals, time-limit and budget – but there is a 
wide range of project types, requiring a wide range of management methods. Still, most projects are managed by the 
traditional principles using the same methods, usually without further reflection, even in small projects of short duration 
(Nilsson, 2008). Thus, the organizational learning within software development has been focused on reducing variance and 
on increasing process repeatability and control (Lyytinen and Rose, 2006) often by implementing quality systems as CMM 
(Humphrey, 1989). Despite these efforts, software development has not been consistently successful, thus often resulting in 
delayed or abandoned software projects. Extensive research has proven that traditional project management methods are 
insufficient for project success within software development. The Standish Group International (2001) found that only 28% 
of 280,000 surveyed software development projects were perceived as successful.  
CRITICAL SUCCESS CONDITIONS FOR ENTERPRISE SYSTEMS CHANGE 

In this paper, ‘ES change’ denotes the two mutually interdependent ES development and ES implementation processes. The 
perceived need for improvements regarding ES change, and the common view that all IT projects deal with the same 
problems and opportunities, has inspired researchers and practitioners in the search of the most important factors deciding 
failure or success in IT projects. The Critical Success Factor (CSF) approach was originally suggested by Rockart (1979). A 
CSF indicates what has to be managed correctly to achieve successful results. 

There exists an established and acknowledged set of CFSs for ES change projects. The Standish Group International study ( 
2001), surveyed the strength of influences from different factors on project success. The five most important CSFs were 
‘Management support’, ‘User Involvement’, ‘Experienced Project Manager’, ‘Clear Business Objectives’ and ‘Minimized 
Scope’.  

Other researchers (eg., Soh and Markus, 1995) advocate process theory models, which contain arguments of the type 
“necessary, but not sufficient” conditions to realize effects as a result of the adoption and use of an IT artifact. A process 
theory maintains that the outcome will only occur under the circumstances specified by the theory. At the same time a 
process theory states that the outcome may not occur even if all the specified prerequisites, or conditions, are in place (Mohr, 
1982). Acknowledging the dynamic contexts for ES development and ES implementation processes, we therefore in this 
paper use the process theory concept Critical Success Condition (CSC) instead of the variance theory concept Critical 
Success Factor. 
CHANGING PRECONDITIONS  

The ES change context is far from stable. There have been continuous changes in technology, software development 
methods, application areas, management techniques, etc, during the entire era of software development (Boehm, 2006). 
During the last decade, these changes have altered the preconditions for ES change projects, and also the possibilities for the 
acknowledged CSCs to be realized.   
Modern Technology – a Paradigm Shift from Tightly to Loosely Coupled Enterprise Systems 

The current movement to Service Orientation is indicating an era of enterprise computing based on open standards, Service 
Oriented Architecture (SOA), and optimized business processes. SOA is a style of enterprise architecture that enables the 
creation of applications and processes, built by combining interoperable services in a loosely coupled fashion. These services 
interoperate based on a formal definition, independent from the underlying resources and programming language. SOA offers 
more flexibility, lower costs and increased productivity (ComActivity, 2008), and enables the firm to make itself free from 
hard coded, heterogeneous, difficult to integrate and fragmented applications (Björkman, 2008b). Furthermore, Internet 
technology has turned out to be a good environment for development in real time, allowing collaboration in teams around the 
clock and around the world (Aoyama, 1998). This indicates a radical shift from today’s rigid and inflexible systems towards 
loosely coupled approaches to ES change and diffusion.  
The Agile Perspective and Project Management 

Since the emergence of programming methods such as ‘XP’, ‘Scrum’ and ‘Feature Driven Development’ in the late 1990’s 
(Boehm, 2006), there is a growing popularity of agile methods within ES change project management. Instead of extensive 
upfront project planning as in traditional ‘stage-gate’ project management, project plans are made mainly for flexibility and 
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changes, and the purpose of project evaluation is not to compare the progress with the original plan, but to decide new roads 
of action for the project.  

Agile methods are characterized by short iterative cycles of development guided by product features, and continuous 
integration of code changes during development. The deliverables from each development cycle is working code that can be 
used by the customer. This is one reason why companies adopting agile methods perceive fewer problems with customer 
relationships, since incrementally delivering functionality in a sequence of releases appears to better satisfy customer needs 
(Ceschi et al., 2005). Nerur et al., (2005) summarize that agile development is characterized by system developers and end-
users both playing important roles and together forming teams that collaborate in repeated cycles of thought-action-reflection. 
Team roles are flexible and the communication is informal.  
Modern Technology as an Enabler of Agile Methods 

Modern technology (e.g., SOA and Internet-based applications) enables ES change projects to aim for partially, step-wise 
improvements instead of building one single ES from scratch, using several years from requirements collection to full ES 
implementation. The classical problem is that changes caused by new requirements from the business context are difficult to 
incorporate during the execution of an up-front planned, large-scale project. Modern ES technology in combination with 
narrowly defined ES projects, give the opportunity to focus on results and effects in the receiving organization as the base-
line for evaluation of the fulfilment of project objectives, instead of adherence to the original project plan.   

Chow and Cao (2008) made an explorative study to find out which factors can positively influence on the success of agile 
system development projects. They identified 12 success factors, which were classified into five categories: Organizational, 
People, Process, Technical and Project. One conclusion from this study is that modern ES technology enables flexible agile-
oriented development, in terms of allowing the project team to dynamically develop the ES in an iterative way, markedly 
improving the possibility to achieve high customer value and high usability. Modern ES technology matches what Nerur et 
al. (2005) claim to be a fundamental assumption for the path of agility:  “…, adaptive software which can be developed by 
small teams using the principles of continuous design improvement and testing based on rapid feedback and change.” In the 
Chow and Cao (2008) study, the Technical dimension (agile software techniques and delivery strategy) was found to be the 
most critical dimension in impacting the success of agile projects.  
More Narrowly Defined Projects 

According to Standish Group International (2001) there is a trend towards smaller projects. But why are projects turning 
smaller in time, cost and scope? One explanation is that it currently takes less time to produce each function in a software 
development project, due to new methods based on modern technology. Another explanation is that top management actively 
chooses to divide large complex assignments into smaller manageable phases, called projects.    

Willcocks and Sykes (2000) have stressed the importance of defining focused and short ES change projects. To run a highly 
paced project during a long time period is trying for all those involved. To run a long project with a low pace makes it long-
winded, tiredness emerges and setbacks appear. Large projects run in global, product-driven markets are often managed 
through a ‘stage-gate’ model, enabling high-level management to control the overall project progress, while agile methods 
are derived from small-scale, contract-driven development projects (Karlström and Runeson, 2005).   
Increasing Management Competence  

The importance of top management support and commitment has been demonstrated in many studies. Duchessi et al. (1989), 
in their survey study found that more support is given from top management teams in organizations which successfully 
implement ESs than what is given in organizations which have been less successful. If the top management team is not aware 
of how to avoid the pitfalls, then things can go really wrong. Along the same vein, Sumner (2005) advice top managers to 
aim for reducing the risks associated with ES implementation projects. This requires that top management is capable of 
identifying the risks and can assess their amplitudes.  

The top managers’ competence in IT-related questions has most likely increased during the last decades. The trend towards 
smaller software projects, using modern Internet-based technology which enables project results to be assessed continuously 
in relation to practical usage – instead of one large long-time, complex project – gives the opportunity to the top management 
to assess and make decisions in the software projects more often. This helps in overlapping the gap that reflects how the top 
management lack the understanding of how IT essentially contributes to business value (Morgan, 2004). 
PURPOSE AND METHOD 

The main purpose of this paper is to identify and discuss new preconditions for established critical success conditions in ES 
change projects. In this paper we focus on the new type of modern ESs based on user-friendly application generators. 
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The research design applied in this paper is to use an explorative case study of a change from a traditional ES to a modern 
ES, after a successful ES development process, to analyse and discuss CSCs enabled by changing preconditions in 
technology, project size, project management methods and top management competence. The authors of this paper belong to 
two different academic disciplines, which enables application and combination of the respective perspectives on the problem 
area. One of the authors conducted the case study of the successful ES change, which is very briefly presented below. Mainly 
personal interviews and attending project meetings were used as methods for collecting empirical data. Personal interviews 
were made with top managers, one super user (the co-worker being most knowledgeable about the focal case firm’s sales 
order processes), order assistants, one logistics manager, finance assistants, and with ES vendor representatives. The case 
study was conducted from early 2006 until June 2008. 
CASE STUDY 

The ES Vendor 

ComActivity, an ES vendor firm based in Stockholm, Sweden, with about 40 consultants, offers solutions belonging to this 
new modern ES generation, based on open standards such as Java, Eclipse, Web 2.0, BPM and Model Based Applications 
(MBA). ComActivity’s graphic modeling, instead of coding when designing lean and flexible business processes, eliminates 
90 percent of the code necessary to represent a business process. One illustration of the difference in level of complexity is 
that the SAP system consists of about 45,000 tables while the ComActivity system consists of about 2,500 tables (Björkman, 
2008a). ComActivity’s approach is that new solutions should be implemented step-by-step in relatively limited projects 
which create business value fairly immediately. 
The Focal Case Study Firm 

In 2007, the focal firm for the case study, Wermland Paper (WP), chose to change ES from Movex (now renamed to Lawson 
M3) to ComActivity. WP is a sack paper producer, which holds market leading positions within selected niches for 
unbleached craft paper, both in Europe and globally. WP has a 90% export share to customers in about 70 countries, and a 
fragmented customer structure with 800 customers. Its annual turnover in 2007 was about 1.1 billion SEK and the number of 
employees was around 360. This middle-sized case firm has two paper mills, located in the county of Wermland, in western 
Sweden. It was concluded that in order for WP to survive in evolving new market conditions, a clear strategy supported by a 
Web-based ES was needed. Since 2008, WP is part of the Nordic Paper group. 
The ES Change Project 

Main steps in the ES development project  

1. Redesign to a common sales order process for the two mills; 2. Choice of ES vendor to conduct a pilot study; 3. 
Acceptance-building meetings for the planned customer portal with co-workers and agents; 4. The board’s decision to 
purchase a Web-based ES (modules for order, inventory and invoicing) from ComActivity;  5. Development phase with the 
main ComActivity developer and two super users. 

Business and organizational impacts from ES use after one year 

In January 2007, the new Web-based order function, or sales portal, was opened for the internal users. In April 2007, this 
Sales Portal was opened for the agents. In September 2007 five of its largest agents pre-booked 35% of WP’s total sales order 
volume. In March 2008, 40% of WP’s total sales order volume was pre-booked by its larger agents. One year after WP’s new 
ES “went live”, the development process of this modern ES and the following implementation process both were perceived 
by the different stakeholders to have been successful. 

New functionality: The agents can all-around-the clock visually access all necessary information via the sales portal; 
Improved sales order process, which consumes less time and resources; Less errors since orders are placed only once; Full 
traceability of data when customer complaints are made; Correct inventory data. 

All sales order information is now on one screen, compared to twelve screens before the ES change; Since the new ES is 
much simpler to learn and to use, many more co-workers at WP are placing sales orders than before. The order assistant role 
is removed; However, the market assistants can not be sure of that the agents have pre-booked their orders correctly via the 
sales portal. They still have to check the orders. They still have to contact production planning for setting delivery dates. 

For WP, the profit margins improved significantly over the 2003-2007 period. In 2007, its profit margin exceeded 10 percent. 
The CEO of WP comments that “a large proportion of our growth is attributable to the integration and dialogue with our 
customers. 70 percent of WP’s turnover consists of sales to customers to which WP is the dominant seller.” Thus, the Sales 
Portal − offered to its agents in spring 2007 − is an important component in WP’s current strategy. 
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DISCUSSION 

The discussion is structured along two perspectives. The first perspective is case specific and focuses on some of the 
inductive conclusions drawn from the WP case study. Each one of the three general CSCs discussed below are argued to a 
high degree explain the perceived success for the studied case firm. What are the main conditions explaining the successful 
ES change process of the case firm?  

In the second ‘contextual’ perspective we relate the observed CSCs in the case study to the described new preconditions 
(modern technology, agile methods, narrowly defined projects, higher management IT competence) in a general discussion. 
Which recent changes in preconditions within software development can contribute in realizing the CSCs in ES change 
projects?   
General CSC 1 – High Management Support and Commitment 

The number one general CSC in ES change projects, is ‘Management Support and Commitment’. There are several ways in 
which the management can support an internal improvement project. In the WP project, the management played an important 
role by active participation. The three ”heaviest” ambassadors in the top management team − the CEO, the marketing director 
and the IT director − all had experiences from ES change processes which had turned into failures. In other words, the WP 
top management had competence about the challenges and pitfalls associated with ES change processes. Therefore, relatively 
heavy argumentation from the IT director was required in order to convince the CEO and the marketing director about the 
necessity to make the decision to change ES modules. 

The positive side of inertia in organizations is that it makes you think and reflect. The top management team wanted to be 
sure about a successful ES change process when it made its decision. The insights of the three ambassadors in terms of 
knowledge about the history and about current ESs, their “bad” experiences, and their support and commitment altogether 
was an important condition explaining the success of this ES change project. Also, the “ambassadors” became part-owners of 
the case firm when they were recruited, which very likely strengthened their management commitment. 

• New preconditions – high management IT competence 

The proposal that support and commitment of managers at all levels are important (e.g., Duchessi et al., 1989) for the success 
of ES change projects seems almost self-evident. Not many major organizational undertakings would attain their goals 
without committed managers. But because IT nowadays is a natural part of almost all operations in organizations, the 
managers’ competence about IT-related issues have increased over the last decades. The vast experience from IT project 
failures, have also made managers more aware of typical pitfalls in ES change projects. 
General CSC 2 – High User Involvement 

The main ComActivity developer applied a people-centric approach for the development work: short, iterative, test-driven 
processes that encouraged feedback from the super users and also from the end-users. A small team with highly competent 
team members was picked: one ES developer/project manager in the forefront (with two developers back-front), two super 
users (representing system users) and one ambassador (with two more top managers back-front). 

In the WP project, the end-users were involved as active participants in the development work. The high competence of the 
super users was of great importance for the success of the ES change project. Also, the active participation of the market 
assistants (i.e., end-users of the order system) in the project, which earlier had been critical towards the ES, was another 
important success condition (cf. Gulliksen et al., 2003). In addition, it is required that the sum of the individuals function as a 
good project team. There was a good symbiosis in place between highly competent system developers and super users in this 
ES change project. Such everyday professional cooperation between the participating individuals is obtained if the project 
members work well together and “swim in the same direction”.  

Feeny and Willcocks (1998) have stressed the importance of relationship building to establish understanding, trust, and 
cooperation among the end-users and the IT personnel. The full potential from an ES can not be obtained without a strong 
coordination of effort and goals across business and IT personnel. As Daghfous (2007) argues, learning alliances is a fast and 
effective mechanism of capability development. This was an important precondition for the user-driven processes to become 
successful and to result in positive outcomes.  

• New preconditions – modern technology, agile methods and narrowly defined projects 

What makes it possible to involve end-users as active participants in ES change projects? An important precondition is the 
modern technology where user interfaces and functionality can be developed and tested in short cycles of “analysis-
development-delivery”. This enables the project team to conduct its development and implementation work according to 
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agile method characteristics (cf. Nerur et al., 2005). It is obvious how well the modern ES development technology supports 
and works together with agile methods.  

Furthermore, in a psychological sense, a small manageable assignment should make project members feel more involved and 
responsible for the project outcome, compared to a large-scale project, where each team member only contributes with a 
fragment of the whole picture. The flexibility and simplicity associated with modern ES technology enables for the end-users 
to have the system designed as they want it to be, avoiding the classical misalignment between the business processes and the 
ES package (see e.g., Sia & Soh, 2007). 
General CSC 3 – Deep Project Management Competence  

The IT director of WP was full of faith when it came to choosing the single most important success condition for successful 
ES changes: “It is enormously important to have the right ES consultant or consultants”. To engage a project manager, unable 
to speak with the end-users, can be disastrous. Communication failures are argued to be one major cause for ES change 
project failures according to Sumner (2005). Already back in 1983, Block (1983) identified inability to communicate with the 
system users as one of the cause categories for ES change project failures. The fact that the ComActivity project 
manager/main developer spoke a language that the super users and end-users at WP could follow was a central success 
condition. User contact failure risks, such as ineffective user communication and lack of user commitment (Keil et al., 1998), 
were offset by the communication skills competence of the ComActivity project manager. This, in turn, requires deep 
business process knowledge and high technical competence of the project manager. Technology failure risks such as, e.g., 
failure of the information system to meet specifications was offset in the case firm by the flexibility of the new modern ES 
and the highly competent ComActivity project manager/main developer. 

• New preconditions – balancing agile and traditional ‘stage-gate’ methods 

The trend towards agile methodologies and more narrowly defined projects changes the competence requirements on project 
management. In traditional up-front planned projects, the most important competence seems to be planning skills, follow-up 
and assessment skills (according to the original plan), and formal reporting to stakeholders. Applying agile methods requires 
flexibility, informal communication skills and ability to assess and decide how much planning is needed (Baskerville, 2006). 
The tension between the agility advocated by light methodologies and the perspective advocated by established process 
improvement frameworks, for instance CMM (Pries-Heje et al., 2004), has created two, at a first glance, contradictive 
perspectives on ES change.  

Recent research indicates that a ‘synthesis’ between these two contradictive perspectives is emerging. Studies have shown 
that agile methods can give the traditional ‘stage-gate’ models powerful tools for micro-planning, day-to-day work control 
and progress reporting. ‘Stage-gate’ models give, in turn, a means to coordinate with other development teams and 
communicate with functions such as marketing and senior management (Karlström and Runeson, 2005). A synthesis of the 
two perspectives could provide developers with a wide spectrum of tools and options (Boehm, 2002). 

Due to the balance needed between traditional ‘stage-gate’ and agile project management, formal focus on project structure is 
still required in most projects (Boehm, 2002). The required ability to handle both aspects in parallel − the day-to-day 
activities in close collaboration with team members, and the structured control of the ‘whole project picture’ − bring a new 
dimension to project management competence in ES change projects. 
CONCLUSIONS AND FURTHER RESEARCH 

‘High Management Support and Commitment’, ‘High User Involvement’ and ‘Deep Project Management Competence’ are 
considered as three of the most important CSCs for ES change projects. But how are these conditions enabled in practice? 
This paper proposes that several recent changes in the preconditions for ES change projects contribute greatly to realizing 
these CSCs.   

The increasing experience and competence of managers at all levels regarding IT-related issues, is one important 
precondition that enables active management commitment and support. Traditional ES technology and traditional project 
management methods are supporting and matching each other, and are both necessary to handle large-scale projects, but they 
are not in an effective way supporting the CSCs for ES change.  

Supported by the findings from the Wermland Paper case study and recent ES change research literature, we propose that 
new preconditions, such as modern ES technology, narrowly defined projects and agile methods are matching each other. In 
other words, modern technology and narrowly defined projects provides the required flexibility which makes it possible to 
put into practice the agile way of running projects, both for the system supplier and for the customer. We also propose that 
this combination of new preconditions is more appropriate for supporting the realization of CSCs for ES change projects.  
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Not all projects are suitable for minimized scope and agile methods, however. There are several advantages in plan-driven, 
‘stage-gate’ project management as well, and voices are now raised for a balance between the two, seemingly contradictive, 
perspectives. An interesting challenge in future research is to further investigate how different ES change project types, with 
varying preconditions, require different methods, tools and management support. 
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