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This paper presents an emerging theory of version transi-
tioning from an old to a new version of a pre-packaged en-
terprise system among consultant companies in a software
ecosystem. The emerging theory proposes the key catego-
ries of Perceiving, Pushing, Implementing, and Increased
experience as stages in the transition process, and the cate-
gories of Technology impact, Supplier impact, Customer im-
pact, Strategy impact, and Market impact as key contextual
categories impacting the transition process. The emerging
theory proposes an iterative nature of the transition process
in which each stage in the process is undergone multiple
times by the consultant companies. The integration of the
emerging theory with existing adoption and diffusion theo-
ries provides an initial step towards a formal theory of ver-
sion transitioning in software ecosystems.

1. Introduction

While early implementations of enterprise systems in the
‘80s and ‘90s relied on development by a software vendor to
fit the individual company, pre-packaged enterprise systems
have now become dominant within the past decade [1]. In tan-
dem, the delivery model of enterprise systems is increasingly
evolving from two-party (vendor-customer) configurations to
loosely coupled networks [2], also referred to as software eco-
systems [3].

These ecosystems typically consist of a vendor, also referred
to as a keystone [4] or a hub [5], which develops the core of the
enterprise system, and a number of partners, also referred to as
niche players [4], or spokes [5], who deliver a range of products
and services complementing the core system delivered by the
vendor [6]. Among the services delivered by the players in an
ecosystem is consultancy on the implementation of the enter-

prise system at the customer organisation which includes solv-
ing problems, offering related and required knowledge, assist-
ing with configuration, and deriving value from the enterprise
system package [7]. The implementation consultants perform-
ing these services are thus an important part of the ecosystem,
and previous research suggests that having competent imple-
mentation consultants is among the critical success factors for
successful implementation of enterprise systems [8, 9.

Furthermore, the inter-linked nature of ecosystems suggests
that the success of adoption of innovations in the ecosystems
is dependent on adoption of all actors in the ecosystem rather
than adoption at any single actor [4]. Previous research has ad-
dressed multiple perspectives of enterprise software ecosys-
tems, including the motivation for forming the partnerships
[2], coupling and control [5, 10], value creation [6], and com-
petitive advantage [11; Anonymous, 2011].

However, not much research has addressed the process of
adoption of new versions of enterprise systems packages re-
leased by the vendor into the ecosystems, which precedes the
implementation of enterprise systems in customer organisa-
tions. Therefore, this paper investigates the transition to a new
version of a pre-packaged enterprise system in an ecosystem
of a large software vendor for the purpose of uncovering the
paths in the transition process from the perspective of the im-
plementation consultants.

The paper is structured as follows: 1) background presenta-
tion of the research setting; 2) methodology of the research;
3) the emerging theory; 4) the emerging theory in the context
of the research; 5) discussion of the findings and theoretical
integration; 6) conclusions; and 7) implications for practice and
future research.

2. Background of the research setting

The enterprise system vendor in the study is a major global
player in the market for enterprise systems. The vendor fol-
lowed the consolidation of the enterprise systems market
in the early 2000’s [12] and acquired a number of enterprise
system solutions resulting in a portfolio of systems primarily
targeted at small and medium enterprises (SMEs). The vendor
releases a new major version of its enterprise systems approx.
every 2-3 years, and so-called service packs with bug fixes and
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other improvements are sometimes released in-between the
major releases. The particular enterprise system in vendor’s port-
folio included in this study has gone through six major releases.

The vendor sells and implements the enterprise system only
through an ecosystem of partner companies, and the part-
ner companies thus handle all implementations in customer
organisations. The partner companies can broadly be catego-
rised into two different types: Independent Software Vendors
(ISVs) and Value Added Resellers (VARs).

The ISVs develop reusable software modules for the enter-
prise system, called ‘add-ons There are several hundred add-
ons available that complement the core enterprise system in
areas ranging from generic horizontal functions such as pay-
roll, online banking, and shipping to specialized vertical solu-
tions such as education, veterinary medicine, legal companies,
and furniture manufacturing.

Any individual or community with a developer license can
extend the enterprise system and develop add-ons, but only
add-ons that are developed by certified partners and have
undergone quality assurance are listed as official add-ons on
the vendor’s website. The vast majority of add-ons are thus de-
veloped by certified ISV partners. Nearly all implementations
in customer organisations include one or several add-ons to
complement the core enterprise system package. The busi-
ness model of the ISVs is thus to sell licenses for the add-ons
to customers through the VARs, who in turn get a share of the
license fee.

The consultants at the VAR companies take on the imple-
mentation of the pre-packaged enterprise system at the cus-
tomers. The consultants make customisations to the enterprise
systems by request from the customers but, unlike the ISVs,
the customisations are customer specific and seldom reused
across different customers. The VARs generate the majority of
their revenue from invoicing the time spent on implementa-
tion and customisation, and only a smaller part of their rev-
enue is generated from getting a part of the license fee. On a
typical implementation of the enterprise system only 1-2 con-

+  Customer

Figure 1 - Value chain of the software ecosystem

sultants are involved, depending on the amount of customi-
sation needed. Some of the partner companies have charac-
teristics of both an ISV and a VAR, meaning that they develop
reusable add-ons which they sell to VARs, and they have a staff
of consultants implementing the enterprise system together
with the add-ons from themselves. Figure 1 illustrates the dif-
ferent value chain paths of the players in the ecosystem.

3. Methodology

The study was carried out using a Grounded Theory ap-
proach [13] as the frame for data collection and analysis.
Grounded Theory is a ‘data centric’ inductive methodology
for analysing (primarily qualitative) data for the purpose of
building or extending theory [14], and the method has been
evolved and applied to multiple research studies in the field of
information systems [15].

The method stands out from many other research methods
by emphasising that researchers rid themselves of theoreti-
cal pre-conceptions about the area of inquiry and that theory
should emerge from the data - not through deduction or hy-
pothesis testing [16]. The substance of this tenet has fuelled
debate, not only among researchers using the method, but
also between the two founders of the method, concerning
the risk of forcing theory from the data instead of allowing the
theory to emerge [17]. The details of this debate is beyond the
scope of this paper, but the implications forces a stance on the
use of existing theoretical literature in the study. The approach
to existing literature in this study was a ‘middle of the road’
approach, where a general orientation within the literature
of adoption of technology and diffusion of innovations was
present prior to the analysis of the data, but no pre-existing
theoretical constructs were forced on the data. A detailed com-
parison with existing literature was not conducted until after
the emerging theory was present.

Urquhart et al. [18] provides five guidelines for conducting
Grounded Theory in the IS field: Constant comparison; Itera-
tive conceptualisation; Theoretical sampling; Scaling up; and
Theoretical integration. Besides providing a guide and support
for IS researchers embarking on conducting Grounded Theory,
the five guidelines also explicate the essence of the method.

Constant comparison is the process of constantly compar-
ing instances of data to a particular concept or category for
the purpose of exposing theoretical properties of the concepts
and categories. This guideline was followed by constantly com-
paring all the coded instances of data to other coded instances
of data.

Iterative conceptualisation suggests that researchers should
increase the level of abstraction and relate categories to each
other to expose the different relationships between theoreti-
cal constructs. This should be done through the process of
theoretical coding [19], or axial coding [14]. This guideline was
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followed by going through several iterations of the coding
process, resulting in the same instance of data being re-coded
several times in the iterative process of splitting and merging
codes. Furthermore, theoretical memos were written as the
analysis progressed and the memos were used for generating
theoretical codes used for coding the data and for relating the
codes to each other.

Theoretical sampling stresses the importance of deciding
on analytical grounds where to sample from as the research
progresses [20]. This approach helps saturate the categories
of the emerging theory and ensures that the theory is actu-
ally grounded in the data [21]. This guideline had a significant
impact on the research, as agreements with interviewees and
consulting companies could not be made prior to initiating the
research study, but had to be established as the data analysis
played out. Furthermore, the data for the study was collected
from respondents in companies of various roles in the ecosys-
tem, different sizes, and with various degrees of experience
with the new version of the enterprise system.

The guideline of Scaling up proposes the grouping of higher
level concepts into broader themes to help escape the de-
scriptive level of analysis and help contributing to the gen-
eralizability of the emerging theory. This
process was aided by extensive use of the

and four workshops with consultants concerning the new
version. The second type of observations came from in-depth
experimenting with a demo version of the new version of the
enterprise system, provided by the vendor.

All interviews conducted in the research were semi-struc-
tured [24] with the initial interview guides being explorative
and open-ended, but as the research progressed, the interview
guides became more focused on saturating the emerging cat-
egories, and thus varied significantly from the initial interview
guides. 12 interviews with consultants and managers in the
partner companies in the ecosystem were carried out as part
of the research. Additionally, two interviews with representa-
tives from the vendor were conducted for three reasons: First,
to provide the background information on the ecosystem; sec-
ond, to saturate concepts and categories based on the prin-
ciple of theoretical sampling; and finally, to triangulate state-
ments from the interviews with the consultants. A total of 14
face-to-face interviews were carried out between December
2008 and March 2011. Each interview lasted approx. one hour
on average, and all interviews were recorded and fully tran-
scribed to allow detailed coding of the data. An overview of
the conducted interviews is shown in Table 1. Due to reasons

theoretical memos and by iteratively visual- Company alias | No. of employees Company type | Interviewee title
ising the emerging theory through the use Partner 1 o8 oV VAR 0
of diagrams in order to reach a substantive
Theoretical integration calls for integra- Partner 3 50 VAR Consultant
thn of the devellop(.ad substantive theer Partner 4 14 VAR Chief Consultant
with other theories in the same or similar o
fields in order to create a formal theory [22] Partner 5 ! VAR onsultant
that extends beyond the substantive area Partner 6 39000 global/250 local | ISV + VAR Product Manager
in which the theory originally emerged. In Partner 7 50 VAR Chief Consultant
this study the substantive theory was relat-
. Ly . 180 ISV + VAR Consultant
ed to other theories within and outside the Partner 8 :
IS field by reviewing literature on theory ad- Partner 9 1800 global/80local  f VAR Product Manager
dressing adoption of technology and diffu- Consultant
sion of innovations. Partner 10 23 ISV CEO
Product Manager
3.1. Data collection Vendor 90000 global/1000 local | Vendor Product Marketing Manager
Partner Technology Advisor

Three types of data were collected and
analysed as part of the research: Docu-
ments; observations; and interviews. Documents, primarily
from the vendor, were used in the beginning of the study for
gaining background information about the new version and to
gain insight into the documented differences between the old
and the new version.

Two types of observations were made during the study. The
first type consisted of participatory observations [23] where
the observing researcher participated in three presentations

Table 1 - Participating companies in the study

of non-disclosure agreements, the country in which the study
was conducted is not revealed, and the names of the vendor,
partner companies, and respondents are replaced by aliases.

3.2. Data analysis

In following the guideline of iterative conceptualisation, the
analysis of the data began after the first two interviews were
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conducted with the consultant in Partner 3 and the CEO of
Partner 10. The interviews were analysed using open, axial,
and selective coding [14] and the coding process was aided by
the use of the ATLAS.ti software [25]. Open coding consisted
of conceptualising the text in the 246 pages of transcripts of
the interviews on a line-by-line basis by marking each line, or
occasionally a few words, and assigning a particular concept
to that piece of data. While during the stage of open coding,
theoretical memos were written to stimulate theoretical sen-
sitivity. The process proceeded to the phase of axial coding
in which the concepts were grouped into categories and the
concepts and categories were related to each other, resulting
in a total of 41 concepts in three categories. Finally, the phase
of selective coding entailed the selection of core categories to
which other categories and concepts were related. After the
first iteration of coding, the concepts and categories were far
from saturated and many new questions arose.

The collection and analysis of the remaining 12 interviews
focused on saturating and extending the concepts and cate-
gories by selecting companies and interviewees based on the

Transition context

guideline of theoretical sampling. A non-sequential iteration
of open, axial, and selective coding continued through the re-
maining analysis, and by the end of the final iteration of cod-
ing, more than a thousand instances of data had been coded
into 22 overall concepts in 9 categories, and numerous theo-
retical memos of various lengths had been written through the
coding process. The final concepts and categories included in
the emerging theory were discussed with other researchers to
improve reliability of the study [26]. The appendix shows the
distribution of concepts across categories along with exam-
ples of coded data that led to the concepts.

4. The emerging theory

The theory emerging from the analysis of the study revolves
around the version transitioning that the consultants go
through, as illustrated Figure 2. The figure shows the catego-
ries and concepts emerging through the analysis of the study
and how they interact with each other, and depicts the paths
through the transition process that the consultants go through

Technology impact Strategy impact Customer impact Supplier impact Market impact
* Changesinthenew . d .
8 Strategy for upgrades * Customer pulling Sl ey . . .
version + Strategy fornew = technology * Financial environment
- - * Customer's existing -
* Conseguencesof implementations S * Vendorsupport * Local marketconditions
changes + Strategy fortiming * Vendor pressure
1
|
|
1
|
1
.y = |
Transition process |
Y
1. Perceiving 2. Pushing 3. Implementing
+ Understanding of the new version 5 * Pushingthe o * Implementing
+ Comparingbenefitsand - newversion .| _; the new version
shortcomings of the two versians >—<
+ Experiencewith the new version .. * Pushingthe — ? * Implementing
+ Experiencewith the old version - oldversion - the old version
A A
4, Increased experience
* Noincreased experience
withthe new version -~
Legend E
* Increased experience _
with the new version
Influence: —==-2>

S

Process paths:

Figure 2 - An emerging theory of version transitioning

AlS Transactions on Enterprise Systems (2012) Vol. 3




Version Transitioning of Enterprise Systems in Software Ecosystems:
A Grounded Theory Approach

every time they are faced with the prospect of selling an im-
plementation of the pre-packaged enterprise system (lower
part of Figure 2), and the transition context that influences the
process, (upper part of Figure 2). The presented categories and
concepts are not proposed as being exhaustive, and only the
most central and saturated concepts are presented. In the text
describing the emerging theory, both concepts and categories
are typeset using italics but only categories have their first let-
ter capitalised.

4.1.The transition process

The process of transitioning to implement a new version be-
gins with the category of Perceiving (stage 1). The category in-
cludes the concept of an understanding of the new version in
which the consultants attempt to understand the changes that
have been made in the new version of the pre-packaged en-
terprise system as compared to the old version. The concept of
understanding of the new version is closely tied to the concept
of comparing benefits and shortcomings of the two versions
in which the consultants compare advantages of one version
over the other in different areas. The concepts of experience
with the old version and experience with the new version con-
ceptualise the consultants’ experience with implementing the
two versions respectively.

When the consultants face the prospect of selling an up-
grade or a new implementation to a customer, the Pushing
(stage 2) is initiated. At this stage the consultants are either
pushing the new version or pushing the old version when dis-
cussing implementation with the customer, depending on the
outcome of the Perceiving stage.

Once the customer has decided which of the two versions to
buy, the process moves to Implementing (stage 3) in which the
consultants are either implementing the new version or im-
plementing the old version for the customer. Even though the
consultants push one of the two versions at the Pushing stage,
the customer may still decide not to follow the push from the
consultants. The paths from the Pushing stage to the Imple-
menting stage may thus cross, as illustrated by the crossing of
the paths in Figure 2.

Once the implementation is carried out, the consultants
go through the stage of Increased experience (stage 4). If the
consultants were implementing the new version in the Imple-
menting stage, increased experience with the new version is
gained, which in turn influences the Perceiving stage at the
concept of experience with the new version. If the old version
is implemented, no increased experience with the new version
is gained and no influence is exercised on the Perceiving stage.
On the other hand, if the consultants were implementing the
old version in the Implementing stage, experience with the old
version is gained and the Perceiving stage is influenced at the

level of experience with the old version, causing pushing the
old version at the Pushing stage.

4.2.The transition context

The transition process is influenced by a number of con-
textual categories. The category Technology impact contains
concepts related to the impact of the technology of the new
and the old version on the transition process. The concept of
changes in new version refers to the changes in the technology
of the new version in itself, such as architecture and hardware
requirements compared to the old version. The consequences
of changes refer to the derived consequences of the techno-
logical changes, such as increased cost of implementation or
speed of implementation.

The category of Supplier impact reflects influences from the
other players in the ecosystem, the vendor and the ISVs, on the
transition process of the consultants in the VAR companies.
Complementary technology conceptualises the impact relat-
ing to the dependence on compatible add-ons of the core en-
terprise system package. The category also includes the con-
cept of vendor support, such as providing formal training for
the consultants, service packs, and documentation of the new
version. The concept of vendor pressure reflects the pressure
communicated by the vendor in an effort to persuade the con-
sultants to start selling the new version.

Strategy impact includes the concepts related to the strate-
gies applied by the consultants, which influences the transi-
tion process. The concept of strategy for upgrades refers to the
strategy imposed by the consultants when selling to existing
customers that already have a previous version of the enter-
prise system, and the strategy for new implementations refers
to the strategy for selling to new customers with another en-
terprise system or no enterprise system at all. Another central
concept of the Strategy impact is the strategy for timing con-
cerning at what point in time, after a new version is released,
the consultants will initially consider selling it to customers.

The Customer impact category groups concepts relating to
the customers’ influence on the transition process. The con-
cept of the customer’s existing solution denotes any existing
solution that a customer may have. The concept influences
the transition process, e.g. through the Pushing category by
determining which of the two versions the consultants try to
push. The customers also form and express perceptions of the
new and the old version conceptualised as customer pulling
for one of the two versions, potentially influencing the paths
of the transition process from the Pushing stage to the Imple-
menting stage, as previously explained in the section on the
transition process.

The final category influencing the transition process is Mar-
ket impact containing the concepts financial environment and
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local market. Financial environment reflects influence of the
financial climate at any time of the transition process, and local
market conceptualises conditions in the local market that may
impact the transition process.

5. The emerging theory in the research context

In the following section, the categories of the emerging the-
ory and their interaction are discussed in detail in the context
of the research from which they emerged. In order to provide
insight into the context for the transition process, the catego-
ries of the transition context (upper part of Figure 2) are ad-
dressed first and second the categories of the transition pro-
cess (lower part of Figure 2).

5.1. Technology impact

5.1.1. Changes in the new version The new major ver-
sion of the pre-packaged enterprise system studied here was
launched in late 2008. The changes and additions in the new
version included, among other things, a new the front-end
client with a new user interface, a change in the keyboard
shortcuts, a change in the way of generating and develop-
ing customised reports, and the possibility of using a differ-
ent software development tool compared to the old version.
Closely linked to the new front-end client was a change from
a two-tier to a three-tier architecture, entailing a requirement
for a new database server if the new front-end client was go-
ing to be implemented. The new version maintained the pos-
sibility of running the old front-end client from the previous
version on the new version alongside the new front-end client,
although the vendor announced that from the next version
this possibility would be discontinued. The first release of the
new version had a number of stability issues and lacked some
keyboard shortcuts. To remedy these shortcomings the vendor
released a service pack in the autumn of 2009.

5.1.2. Consequences of changes When addressing the con-
sequences of the changes in the new version, some consult-
ants suggested that the new version was more expensive to
implement due the higher license fees and higher hardware
requirements of the new architecture:“The new server require-
ment is probably one of the biggest barriers for the new ver-
sion, because the old server was free” (CIO - Partner 1).

The change in shortcuts was also pointed out as a major
change between the two versions by many consultants: “From
the very first versions | have known, postings have always been
control-F5. It has never been otherwise in any version. Now it is
suddenly completely different, so the change in the shortcuts
is major”, said Consultant - Partner 9.

However, the largest consequence of the change between
the two versions was attributed to the new front-end client.

Many consultants even pointed out that the change to the
new front-end client was one of the largest between any two
versions in the history of the enterprise system: “It was a shift
in paradigm when we went from DOS to Windows. This is a big-
ger change’, said Product Manager - Partner 9.

5.2. Strategy impact

5.2.1. Strategy for upgrades The partners in the ecosystem
expressed different transition strategies as being suitable for
selling a new implementation to a new customer respectively
selling an upgrade to an existing customer. Some of the con-
sultants feared the new front-end client would be difficult for
existing customers and end-users to adjust to: “Unless they
were new customers we didn’t recommend [the new front-
end client]. We did implement the new version but not with
[the new front-end client]” (Consultants — Partner 8). Others
saw the new front-end client as an opportunity for the exist-
ing users to replace previous customisations of the interface,
made by the consultants, with the users’ own personalisation.
Some of the consultants also emphasised the importance of
the first implementation of the new version being at an exist-
ing customer: “Know your customer. It is very important when
you make a transition of technology at this level that you know
your customer” (Unit Manager — Partner 2).

5.2.2. Strategy for new implementations The new front-
end client was generally perceived as easier for new customers
to adjust to: “[The new customers] are ready for change. They
know that they have to adjust to a new user interface’, said
Consultant — Partner 8, and Consultant - Partner 9 added that:
“Many new users think [the new front-end client] looks good".

The issue of new versus existing customers was intensified
by the vendor advising that the new front-end client should
only be sold to new customers while existing customers should
keep the old front-end client when upgrading to the new ver-
sion. “When you as a consultant hear that they [the vendor]
only recommend it to new customers how much do you really
believe in it then? [...] | think that announcement has pushed
the whole thing by a full year.” says CIO - Partner 1.

5.2.3. Strategy for timing “Every consultant says “no thanks
every time something new comes along [...]. Very few [of our
consultants] go with the first release of a new version. Let the
others take the beating first and then we join in later’, says
Chief Consultant - Partner 7, as an example of a strategy of be-
ginning to sell the new version to customers late. The vendor’s
Product Marketing Manager confirms that this is a strategy of
many consultants: “[The consultants] are very conservative.
They stick to what they know", and elaborates that many of the
owners of the smaller consulting companies are close to retire-
ment and do not want to make the investments to carry out
the version transitioning. Other consultants had a transition

"
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strategy of making the version transitioning as early as possi-
ble:“l am always in favour of implementing the newest version,
if it makes sense for the customer” (Consultant - Partner 5).

The issues with the first release of the new version were also
frequently mentioned as a reason for late transition timing:
“We said, we don't want to touch [the first release] and so we
waited for the first service pack. When that came we evaluated
it and found that now it was working and then we could begin
to move existing customers [to the new version]’, said Consult-
ant - Partner 8. Finally, the difficulties of understanding the
technological changes in the new version were perceived as a
cause for late transition timing by some respondents.

5.3. Customer impact

5.3.1. Customers pulling Even when the consultants did not
feel completely ready for implementing the new version, some
of the customers still had a positive impression of it, and asked
that the consultants implemented the new version instead of
the old: “It was actually the customer that asked for [the new
front-end client]. | was not ready to implement it yet because i
did not feel | had a complete overview of how to do it, so | just
had to catch up” (Consultant - Partner 8). At other times the
customer chose the old version over the new, even when the
consultants were pushing for the new version.

5.3.2. Customer’s existing solution As described above in
the section about Strategies for upgrades, the strategies de-
ployed by the partners were different when selling a solution
to an old compared to a new customer. This entailed that the
customer’s existing solution became an import concept in the
transition process of the new version, especially since most
customers already had an existing solution: “They always have
something’, said Product Manager - Partner 9.The partners
also explained that the existing solution was also generally
used as reference when implementing a new version: “[The
customer’s] existing solution fulfils an existing need that we
also fulfil with the new version. You cannot implement a new
version that does not fulfil that need’, said CEO - Partner 10.
Moreover, the frequent occurrence of customized implemen-
tations entailed that upgrading from previous versions to the
new version of the system required considerable consultant
resources to ensure that customer specific customizations
would be compatible with the new version.

5.4. Supplier impact

5.4.1. Complementary technology As the new version of
the core enterprise system package in the study included sub-
stantial changes to the architecture and a new front-end client,
some of the frequently used add-ons were not fully upgraded
to work with all aspects of the new version before late 2010,
nearly two years after the new version was released.

The vendor’s Product Marketing Manager and many of the
consultants explained that regardless of the customer type
nearly all implementations included one or more add-ons to
complement the core package: “I cannot imagine carrying
out an implementation without any add-ons” (Unit Manager
— Partner 2). This was especially the case for vertically special-
ised customers but also more horizontally oriented customers,
such as small trade companies, required a number of add-ons,
such as payroll and online banking, in order for the solution
to meet their requirements. This entailed that the consultants
were dependent on the ISVs to deliver new versions of the
add-ons that were compatible with the new version of the core
package: “One of the major factors in this has been that some
of the add-ons we always implement when we are selling have
not been ready for [the new front-end client]. And many of the
add-ons have only been ready within the past three months
so we have not been able to deliver the solutions we wanted”,
said Product Manager - Partner 6.

The ISVs in turn were depending on the vendor to deliver
documentation for the code and executable code before be-
ing able to upgrade the add-ons:“[The ISVs] have been waiting
for some fundamental elements from [the vendor]” says Unit
Manager — Partner 2, linking the concept of complementary
technology to the concept of vendor support.

The ISVs also appeared to be driven by a demand from the
VARs before they began to upgrade their solutions: “There is
no doubt that the ISVs have massive expenses associated with
this transition [...] they are very demand driven, so when we
ask for [an upgrade of an add-on] they evaluate it carefully if
they haven't already [upgraded it]” (Unit Manager — Partner 2).

5.4.2. Vendor support The vendor supported the transition
from the old to the new version in a number of ways. First, the
vendor provided service packs which included updates and
technical fixes for the new version. Second, the vendor offered
a vast amount of documentation in the form of white papers,
web casts, blogs, and implementation guidance for support-
ing the various steps in the implementation process of the en-
terprise system. The vendor also provided formal training and
certification for the consultants, aimed at explaining the new
features and underlying technology of the new version.

Finally, the vendor ran a number of projects together with
key ISVs and VARs prior to the release of every major version.
The projects were primarily aimed at testing the new version
in a real-world customer company. However, for the partner
companies it also served as an opportunity for testing the new
version before it was released, while simultaneously getting
special support from the vendor.

In addition to the regular projects, the vendor also organised
a special workshop for six selected consulting companies 14
months after the initial release of the new version, specifically
aimed at explaining the potential benefits of the new front-
end client: “Then we participated in [the workshop]where we

AlS Transactions on Enterprise Systems (2012) Vol. 3

10



Version Transitioning of Enterprise Systems in Software Ecosystems:
A Grounded Theory Approach

went more in-depth with the ideas and that was really an eye-
opener. The ideas are extremely well-thought, but extremely
poorly communicated to the consultants.” says ClO - Partner 1.

5.4.3.Vendor pressure The vendor applied a lot of pressure
on the consultants to make the transition to the new version:
“[We] push a lot for things to change - perhaps too much. They
feel stressed and then they rely on what they know.” says the
vendor’s Product Marketing Manager. However, some of the

firmed by documentation. The consultants also suggested that
the local market was somewhat saturated, meaning that most
implementations were either upgrades of existing customers
with an older version or customers that had another enterprise
system.

In summarising the contextual impact on the transition
process of the consultants in the study, Table 2 illustrates the
distribution of the expressed barriers and enablers. Note that

Contextual categories Barriers

Enablers

Poor stability

Changed keyboard shortcuts
Higher license fees

Increased hardware requirements

Technology impact

Poor fit between existing users and new front-end client

New front-end client was “future proof”
New front-end client appeals to new customers and users
Less need for customisation of user interface

Pressure from the vendor
Lack of add-on compatibility

Supplier impact

Pressure from the vendor
Support from the vendor

Pull for old version
Pull for new version with old client

Customer impact

Pull for new version

Financial crisis
Saturated market

Market conditions

Market leadership

consultants also indicated that the pressure from the vendor
was necessary in order for the ecosystem to speed up the tran-
sition.

5.5. Market impact

5.5.1. Financial environment Some respondents pointed
out that the financial environment had a substantial impact
on the transition from the old to the new version: “There is no
doubt that the timing has been bad, because right after the re-
lease, the financial crisis came crashing down and that means
that none of the consultant companies has been willing to
make the required investments in training and so they cling to
the old version because they know they can make some mon-
ey on that [...] | don't think we would have made the invest-
ment [in upgrading the add-ons] if we had begun half a year
later!, said CEO - Partner 10, referring to their participation in
one of the vendors projects prior to the initial release.

5.5.2. Local market conditions “[In other countries] the
product does not have the same market share as it does here.
[In our local market] any company that considers acquiring an
enterprise system will consider [our products]. They may not
end up buying them but the will consider them. So we do not
have to put up big posters in the airport like many others have
to”, said the vendor’s Product Marketing Manager, indicating
a market leadership in the local market, which was also con-

Table 2 - Barriers and enablers of transition to the new version

pressure from the vendor is categorised as both a barrier and
an enabler, as findings from the study indicated this as both
hindering and enabling the transition process.

5.6. Perceiving

This section describes the stages of the transition process of
the emerging theory in the context of the research study and
exemplifies the contextual impact on the transition process.

5.6.1. Understanding the new version The initial under-
standing of the new version was hard for some of the consult-
ants: "It is rather complicated to get [the new version] running
and it is something we have never done before, because the
whole technology is different”” says Product Manager - Partner
9. Especially the changes in the new front-end client caused a
great deal of difficulties in understanding: “It is a new technol-
ogy and a new way of thinking” (Product Manager - Partner10).

5.6.2. Comparing benefits and shortcomings of the two
versions The benefits expressed by the consultants were pri-
marily related to the increased usability of the new front-end
clientin terms of possibilities of personalisation for the individ-
ual user: “The users can put their personal touch on [the new
front-end client] to achieve the approach that is best for them
and that part is really cool’, explained CEO - Partner 10, and
the consultants generally perceived the new front-end client
as more “future-proof” that the old client: “It is the only way to
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go. The [old front-end client] is old in the worst kind of way. It
is just not up to date on how you do things today. That goes for
the technical aspects as well as the usability. You cannot dis-
play a graph in the old client. | mean, we are talking 2010 and
you cannot display a graph. What is going on?” said Product
Manager — Partner 9.

Many respondents pointed out that the development of
reports was easier in the old version: “We have had a report
generator that all consultants are world champions in using.
Then [the vendor] decided that when you run the [new front-
end client] you have to use this new technology [...] and that
part should have been done differently” (Product Manager -
Partner 6). The conversion of old reports to fit the new version
was also perceived as a challenge: “One thing is that it takes a
long time but is also extremely boring. Nobody wants to do
it. It really has to be an emergency before | do it”, said Product
Manager — Partner 9.

Finally, all the consultants explained that the stability issues
and bugs in the first release of the new version had significant
negative impact on the transition: “The first release should
never have been released because it was straight out unus-
able! (Product Manager - Partner 6).

5.6.3. Experience with the new version The experience with
the new version was limited for many of the consultants: “Even
though we have been working with the new version since
2007, we still have more experience with the old version” ex-
plained Product Manager - Partner 10. The consultants also
pointed out that experience with implementing the new ver-
sion entailed a more positive perception of it: “Once | get [the
new version] under my skin then | think it will be fantastic. So if
the customers are buying from me, then they will get [the new
version]” (Consultant - Partner 5).

5.6.4. Experience with the old version Many of the consult-
ants in the ecosystem had substantial experience with imple-
menting previous versions of the pre-packaged enterprise
system: “Many of the consultants have been in the business
for 20-25 years’, explained the vendor’s Product Marketing
Manager. The consultants pointed out that regardless of which
version was implemented, it typically took in excess of two
years before a new consultant had in depth experience of how
to implement the system. The extensive experience with the
old version and the lack of experience with the new version
caused many of the consultants to push for implementing the
old version at the customers.

5.7.Pushing

5.7.1. Pushing the new version During the study, several ex-
amples were found of partners pushing the new version to the
customer: “So we asked [the customer] if they were interested
in [the new version].[...] So | would not say it was the customer

that initiated it. We initiated it and convinced them’, said Con-
sultant — Partner 3.

5.7.2. Pushing the old version The respondents explained
that when the customers ended up choosing the old version it
was often due to a push from the consultants: “l don't believe
it is the customers that choose the [old front-end client]. It is
the partners. And when we are under pressure we do the same
thing. We say, let us start out with [the old front-end client] and
then we can switch over to [the new front-end client] laterf...]
If [the customers] had a 100% free choice then | think they
would always choose [the new front-end client]. It is definitely
the partners that push the old one to the customers and then
promise them that they can upgrade later. And we all know
that is probably not going to happen once you have begun the
implementation”, said CEO - Partner 10. The Product manager
of Partner 9 also confirmed that they were driven by a demand
for the new version rather than pushing it: “We are driven by
customers asking for [the new version]” (Product Manager -
Partner 9).

5.8.Implementing

5.8.1. Implementing the new version Some of the imple-
mentations did result in a the new version with the new front-
end client being implemented:“[The customer] was in the pro-
cess of implementing the new version with the old client but
then they saw [the new front-end client] and did not want to
have the old one implemented"” said Chief Consultant — Partner 4.

5.8.2. Implementing the old version The partners explained
that the push for the new version did not always result in the
new version being implemented and when it did, it often did
not include the new front-end client. The vendor’s Product
Marketing Manager supported this impression by explaining
that one year after the new version was released, only very few
customers’ had purchased a license for the new front-end cli-
ent.

5.9. Increased experience

5.9.1. No increased experience with the new version The
respondents stressed that if the consultants did not imple-
ment the new version they could not gain any experience with
it: “They are not world champions when they are done with
[the training courses] because you only become that through
working with practical cases and it is only customer implemen-
tations which gives that” (Product Manager - Partner 6). Due
to various contextual factors, little new experience was gained
when the old version was implemented at a customer: “[...]
when you have done 50 implementations [of the old version]
then there is not much new” (Chief Consultant - Partner 7).
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5.9.2. Increased experience with the new version The con-
sultants explained that the first couple of implementations
with the new version gave them a significant increase in expe-
rience: “We knew this was new territory but also that this is the
way the wind is blowing. So it was an option for us for getting
to know [the new version]. And we succeed with it through
blood, sweat, and tears and gained experience”, says Chief
Consultant - Partner 3, when referring to his first participation
in an implementation of the new version.

6. Discussion of findings

The findings from the study indicates that poor stability of
the first release of the new version, and other barriers associ-
ated with the technology of the new version, were some of
the main barriers for transition of the new version among the
implementation consultants in the ecosystem. Many consult-
ants considered the first release too unstable to implement in
customer organisations, and thus the I1SVs had little incentive
to upgrade their add-ons to be compatible with the new ver-
sion. When the service pack was released by the vendor and
the new version was considered mature enough to implement,
the lack of upgraded add-ons was evidently perceived as a bar-
rier, causing inertia in the version transitioning. The study thus
illuminates some of the challenges of software ecosystems in
respect to transitioning to a new version of a pre-packaged en-
terprise system by highlighting the dependence on comple-
mentary technology, in the form of add-ons, in order for the
consultants to deliver a complete solution of the enterprise
system package to the customer. The findings thus support
the importance of addressing business strategies from a net-
work perspective rather that looking at individual companies
in isolation [27].

The influence of increased experience on the Perceiving
stage of the transition process suggests a reinforcing effect in
the transition process once initial experience is gained with
implementing the new version. The crossing paths in the tran-
sition process between the stages of Pushing and Implement-
ing (see Figure 2) further indicate that the customer’s pull for
one of the two versions can change the pursued transition
paths of the consultants, hence enabling or hindering the tran-
sition to the new version of an enterprise system. The findings
are thus consistent with previous suggestions that neither a
technology-push nor a customer-pull perspective in isolation
is sufficient for understanding adoption and diffusion of inno-
vations [28]. Instead, a more integrated perspective is needed.
To reach such an integrated perspective the guideline of theo-
retical integration in the Grounded Theory methodology may
help integrating the emerging substantive theory with exist-
ing diffusion theories as an initial step towards creating formal
theory [13].

6.1. Integrating the emerging theory

Previous research on adoption of innovations has addressed
the stages in the adoption process of innovations. The adop-
tion process in diffusion theories has been conceptualised
differently by different researchers, but a particularly useful
approach for integrating the transition process may be the
two-stage adoption process of Initiation and Implementation
as suggested by various authors [29-31]. In this view, the Initia-
tion stage consists of activities related to perception, informa-
tion gathering, and attitude formation leading to the decision
to adopt, and the Implementation stage consists of events and
actions pertaining to modifications in both the innovation it-
self and the organisation and utilisation of the innovation [29].
The emerging theory of version transitioning from the research
thus resembles both of these aspects, in that the categories of
Perceiving and Pushing are comparable to the Initiation stage
and the Implementing category is comparable to the Imple-
mentation stage.

Integrating the transition process part of the emerging the-
ory with the stages of Initiation and Implementation may thus
provide an appropriate lens through which to scale up the
emerging theory and reach a higher level of generalisation. As
described above, the first three of the four stages in the emerg-
ing theory are readily comparable to the stages of Initiation
and Implementation. However, the stage of Increased experi-
ence in the emerging theory falls between the categories in
the two-stage conceptualisation. Preserving the relationship
between Increased experience and the grounded categories
of Implementing and Perceiving, the integrated theory sug-
gests iteration between the categories of Initiation and Imple-
mentation, as illustrated in Figure 3.

While the transition process stages of the emerging theory
may thus be integrated with innovation adoption stages in ex-
isting diffusion theories, the context categories of the emerg-
ing theory should be compared to contextual, rather than pro-
cessl, factors from existing theories. Existing diffusion theories
suggest a number of contextual factors that may enable or
inhibit the diffusion process. While several of these contex-
tual factors may be comparable to the contextual factors of
the emerging theory of version transitioning, Orlikowski’s [32]
study of adoption of CASE tools as a process of organisational
change may be particularly suited for theoretical integration
with the contextual factors of the emerging theory.

Orlikowski proposes three contextual categories which in-
fluences adoption and use: IS Context, Organisational Context,
and Environmental Context. Integrating the contextual cate-
gories of the emerging theory with these contextual catego-
ries provides a suitable foundation for integrating the theory
and generalising the context categories. In this perspective the
categories of Supplier impact, Customer impact and Market
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impact can be compared with the Environmental Context, the
category of Strategy impact with the Organisational Context,
and Technology impact with the IS Context, all of which influ-
ence the adoption stages. Furthermore, Orlikowski (ibid.) also
proposes that the contextual categories themselves are influ-
enced by the adoption process as it progresses as depicted in
Figure 3.

Although the purpose of theoretical integration in the
Grounded Theory methodology is not to apply the integrated
theory back to the data set from which parts of the theory
emerged, the integrated theory of version transitioning has
more explanatory power compared to the emerging theory.
First, the division of the transition process categories into
Initiation and Implementation provides distinction between
the “planning” activities (Initiation) in which the consultants,
often prior to the release of the new version, would form a
perception and strategize about the transition to the new ver-
sion and the “action” activities (Implementation) in which the
strategy for transition to the new version would be executed
and subsequently revised based on increased experience.
Second, extension of the emerging theory with the recipro-
cal relationship between process and context fits and extends
the emerging theory to assist in understanding of the mutual
influence on the players in the ecosystem, including the push/
pull configuration between the VARs and the ISVs in regards to
development of compatible add-ons and the mutual influence
between VARs and their customers in regards to selection of
the new or the old version. Finally, the division of

the contextual categories of the emerging theory  Context

the process multiple times before the transition is complete,
as opposed to traditional adoption theory in which the stages
are only undergone once by each adopter for a particular in-
novation [30]. Although the introduction of a new version of
a an enterprise system in the ecosystem will eventually lead
to the discontinuation of the old version, the process resem-
bles that of a gradual transition rather than adoption at one
particular point in time, and aligns with the perspective that
“as innovation develops and diffuses, learning occurs; the old
and the new exist concurrently, and over time these are linked
together”[33].

8. Implications for practice and future research

The research presented in this paper suggests that manag-
ers in software vendor companies orchestrating ecosystems
indeed need to pay close attention to the dependencies on
complementary technology in software ecosystems. Just as
important, the interconnectedness of players in the ecosystem
also entails that there is little gain in releasing inferior or unsta-
ble releases of new versions in the expectation that bugs and
shortcomings can be fixed along the way, as rejection in any
part of the ecosystem causes a barrier for transition in other
parts. Finally, managers and consultants should consider the
reinforcing effect of experience gained from implementing
new versions of pre-packaged enterprise systems as indication
of the value of facilitating trial of implementations through,

into Environmental, Organisational, and IS context
provides a clearer view of which overall areas the
contextual categories of the emerging theory are

15
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7. Conclusions
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Figure 3 - An integrated theory of version transitioning
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e.g. wider investment in formal adoption programs and influ-
encing of potential early adopters among customers.

The inherent limitations of building theory from the study
of transition of a single new version in a single ecosystem sug-
gest that future research should look into version transitioning
and adoption in other software ecosystems. Version transition-
ing in other types of ecosystems with different configurations
of actors should be investigated to further extend the current
integration of the emerging theory into a more generalizable
formal theory. Furthermore, the research presented in this pa-
per leaves room for future studies of the effects of supporting
the simultaneous use of two different front-end clients on the
same version of an enterprise system as a means of allowing
partial and even more gradual transition to a new version.
Finally, the ambiguous findings of the effects of vendor pres-
sure on the transition process suggest further research in this
area. Future studies may thus benefit from a holistic network
perspective on the influence applied by the different actors in
software ecosystems.
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10. Appendix

Transition process

Categories Concepts Examples of data from the study
Perceiving Understanding of the | “Itis seriously a different way of thinking”(Product Manager — Partner 10)
new version "You have to understand the concept of [the new version] to see the point” (CIO — Partner 1)
Comparing benefits “Much of the key functionality from [the old version] was not there” (Product Manager — Partner 6)
and shortcomings of “[The new reporting tool] has some tools that are much smarter than the old reports” (Consultant — Part-
the new version ner 3)
Experience with the "I only have experience from one implementation” (Consultant — Partner 3)
new version “It was very new to me” (Chief Consultant — Partner 7)
Experience with the old | “[...] and I had much experience with the old version [...]" (Consultant — Partner 5)
version “[...]the classic version that we are used to [...]" (Product Manager — Partner 6)
Pushing Pushing the new “So we asked [the customer] if they felt like trying out [the new version]” (Consultant — Partner 3)
version “[...Jand that convinced them” (Unit Manager — Partner 2)
Pushing the old version | “The are many that offer the old version” (Product Manager — Partner 6)
“[The new version] was not interesting for us to try to push [...]" (Consultant — Partner 8)
Implementing Implementing the new | “We have actually carried out a relatively large project of [the new version] where 30 users got [the new

version

version]"( Chief Consultant — Partner 4)
“The is not doubt that when you are implementing [the new version] then [...] "(CEO — Partner 10)

Implementing the old
version

“| was once in an implementation of [the old version]..." (Consultant - Partner 5)

Increased experience

Increased experience
with the new version

“So we got our pilot project and a lot of experience” (Chief consultant — Partner 4)
“Part of implementing [the new version] at the customer is also a matter of training for us [...]" (Unit
Manager — Partner 2)

No increased experi-
ence with the new
version

“[...]when you have done 50 implementations [of the old version] before, then there is not much new”
(Chief Consultants — Partner 7)

“[...Tmost of it you do not get “into the spine” unless you do implementations [of the new version]” (Con-
sultant — Partner 9).

Context

Categories

Concepts

Examples of data from the study

Technology impact

Changes in the new
version

"The change in the keyboard shortcuts is huge” (Product Manager — Partner 9
“[The vendor] chose to use a new technology for the reports in the new version” (Product Manager —
Partner 6)

Consequences of
changes

“Developing a report [in the new version] takes longer than in the old version” (CEO — Partner 10)
"It takes half a day to install the old version in the new it takes at least three days” (Consultant — Partner 9)

Supplier impact

Complementary tech-
nology

"One of the major factors in this is the [compatibility] of the add-ons we always offer in the implementa-
tion” (Product Manager — Partner 6)

"That is a little special about our business because we nearly always use add-ons for both payroll and
online banking” (Consultant — Partner 8)

Vendor support

“| think the information [the vendor] provided was OK. They put up some good examples on blogs..."
(Chief Consultant — Partner 4)
“[...]alsoin relation to the attention we get from [the vendor]”(CIO — Partner 1)
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Vendor pressure

“We pressure, pressure, pressure the partners” (Product Marketing Manager — Vendor)
“[...]in order to keep a certain status with [the vendor]” Product Manager — Partner 6)

Customer impact

Customers pull

“[...]so it was actually the customer that asked for [the new version]” (Consultant — Partner 8)
“The customer would not implement the old version” (Chief Consultant — Partner 4)

Customer’s existing
solution

“Their current system[...]" (CEO — Partner 10)
“[...Jand because the system they had was out dated [...]" (Consultant - Partner 8)

Strategy impact

Strategy for timing

“We want to be on the newest technology” (Unit Manager — Partner 2)
“Only very few go with the first release” (Chief Consultant — Partner 7)

Strategy for new imple-
mentations

“"We have had the approach with selling to the new customers” (CIO — Partner 1)
"All new implementations are [the new version]” Unit Manager (Partner 3)

Strategy for upgrades

“Most of the times where we implement the new version are new implementations” (Product Manager —
Partner 9)
“Whether we recommend existing customers to upgrade is a totally different matter” (Chief Consultant —
Partner 7)

Market impact

Financial environment

“There is no doubt that the timing in the market has been very unfortunate” (CEO — Partner 10)
“[...1but then the financial crisis struck and now it is on hold” (Chief Consultant — Partner 7)

Local market conditions

"Because [the local market] is so small [...]" (CIO — Partner 1)
“[...Jand perhaps that is because of [the local market] and the wide spread of [the enterprise system]”
(Unit Manager — Partner 2)
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