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Abstract

This study explores the readiness of PT Halim Lestari Mandiri (PT HLM) for implementing an
ERP HRM system, addressing challenges such as high costs and lengthy deployment times.
Using the McKinsey 7S framework, a qualitative approach involving focus group discussions
(FGDs) was employed to understand factors affecting organizational performance and
effectiveness. Four HRM department employees, selected for their knowledge of ERP and
understanding of business processes, contributed to data collection throyflh moderated FGDs.
Thematic analysis was employed to analyze the data. Results show that a successful ERP HRM
implementation requires a comprehensive strategy, covering organizational structure, strategic
planning, shared wvalues, technological integration, leadership, communication, and skill
development. PT HLM's readiness and adaptability, along with strategic employee
development and shared values, create a strong foundation for successful implementation.
Improved technological systems and inclusive leadership support accurate decision-making
and efficient operations, while ongoing training ensures employees remain well-prepared. This
research underscores the importance of an integrated, multifaceted approach to achieving ERP
HRM success. It recommends policymakers develop policies that foster organizational
readiness and ongoing skill development to adapt to technological advances. The study adds to
existing knowledge by providing a detailed, module-specific readiness assessment and
emphasizes the need for flexible structures and continuous training to ensure successful ERP
HRM implementation.

Keywords: ERP HRM, Organizational Readiness, McKinsey 7S Framework

Introduction

The rapid advancement of information technology has greatly impacted various
sectors, including business, by enabling accurate data processing and control.
Integrated and real-time information is crucial for seamless business operations [1],
[2]. However, companies often st le with non-integrated systems, necessitating
robust information systems, such as Enterprise Resource Planning (ERP), to enhance
efficiency and performance. ERP implementation faces challenges such as high costs
and long implementation times [3], [4]. While extensive research has been conducted
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on ERP implementation and readiness assessments in general, there is a noticeable lack
of specific evaluations focused on the Human Resources Management (HRM) module
within ERP systems. This study aims to improve business processes at PT Halim
Lestari Mandiri by assessing the readiness for ERP adoption in the HRM module and
identifying potential obstacles [5],[6]. Understanding a company's readiness is crucial
for predicting and solving challenges in ERP deployment, especially in the HRM
module, which has its own unique needs. Without a thorough readiness assessment,
companies risk having misaligned processes, limited resources, and resistance to
change, all of which could block the success of ER[7]-[9].

Previous studies highlight the importance of organizational readiness and agile
factors for ERP success [10], along with the need to focus on a company's vision and
mission [11]. The McKinsey 7S framework improves organizational excellence by
fostering effective management and IT skills [12], and recommends strengthening
teamwork and hiring new employees [13]. The 7S tool is vital for strategic HR
management in the insurance industry [14], and initial readiness assessments can help
prevent project failures [15]. The frework also emphasizes the role of human
capability [ 16] and the positive effects of the SC and 7P principles in credit distribution
[17]. Leadership, salary, service systems, and human policies are essential for company
effectiveness [ 18], while strategic HR development enhances productivity in startup
clinics [19].

In comparison, PT Halim Lestari Mandiri's research emphasizes the importance
of integrated, real-time information for efficiency, focusing specifically on the HRM
module readiness and identifying obstacles [3], [4]. This specific focus addresses the
research gap by providing a detailed assessment of readiness factors unique to the HRM
module, which has been largely overlooked in existing literature. This approach aligns
with early readiness assessments [15], but it is more targeted, complementing broader
findings on the importance of vision and mission [11]. PT Halim's detailed, module-
specific readiness assessment adds depth to previous studies. By focusing on the HRM
module, this study contributes to a more nuanced understanding of ERP
implementation challenges and offers practical insights for organizations planning
similar initiatives.

The pre-implementation phase of Enterprise Resource Planning Human
Resource Management (ERP HRM) is a vital step in ensuring the successful
deployment and integration of the system within an organization. This stage 1s more
than just preparatiorﬂit significantly affects the overall success of the ERP HRM
implementation and the organization’s ability to adapt to and manage the changes
involved. During this phase, organizations focus on gaining a deeper understanding of
their existing business processes, which is crucial for customizing the ERP system to
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suit specific operational needs. By thoroughly analyzing and docunmting these
processes, companies can better identify the exact requirements of users, ensuring that
the ERP HRM system aligns with the organization’s workflows and goals.

Furthermore, the pre-implementation phase plays a crucial role in preparing the
organization for the complex changes that an ERP HRM system often involves.
Implementing such a system usually requires major adjustments in HRM workflows
and operational procedures, which can be difficult for employees to adjust to.
Therefore, a key part of pre-implementation is getting the workforce ready for these
changes. This is done through comprehensive training programs that give employees
the skills they need to use the new system, clear communication strategies that explain
the benefits and effects of the change, and structured change management plans that
help guide the organization through the transition.

Addressing potential resistance to change is another key focus of the pre-
implementation phase. Resistance to change is a common obstacle in any major
organizational transformm'an, especially when it involves adopting new technologies.
By proactively engaging with employees, addressing their concerns, and involving
them in the change process, organizations can reduce resistance and promote a more
positive attitude toward the new system. This proactive approach not only makes the
transition smoother but also increases the chances of successful system adoption,
leading to better efficiency and effectiveness in HRM operations. Ultimately, a well-
executed pre-implementation phase sets the stage for a successful ERP HRM
implementation, ensuring the organization is fully prepared to utilize the new system
to its maximum potential ([31], [6], [11]).

The McKinsey 7S model is a comprehensive framework aimed at assessing and
improving organizational effectiveness by analyzing and alignim various internal
elements. Developed in 1978 through the collaborative efforts of Tom Peters, Robert
Waterman, Richard Pascale, and Anthony Athos, it was based on their study of
successful Japanese industries and later gained popularity through the influential
management book "In Search of Excellence.” A key benefit of the McKinsey 7S model
is its holistic approach, which considers both hard and soft elements of an organization
to ensure all critical factors are aligned for successful strategy implementation [20],
[21]. The model identifies seven essentialm)mponents that organizations need to
consider for effective strategy execution: strategy, structure, systems, style, staff,
shared values, and skills. These components are interconnected, so a change in one

element is likely to affect the others.
The model categorizes these components into two groups: hard elements and
soft elements. Hard elements, like strategy, structure, and systems, are tangible, clearly

defined, and easily influenced by management. They represent the formal aspects of
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the organization that can be documented and systematically implemented. In contrast,
soft elements, which include style, staff, shared values, and skills, are more abstract,
adaptable, and closely connected to the organization’s culture and personnel. While
these elements are harder to define and manage, they are vital for the organization's
long-term success.

The McKinsey 7S model suggests that an organization thrives best when all
seven elements are aligned and work together harmoniously. This integrated approach
guarantees that each component supports the others, creating a clear and unified
direction for the organization. Neglecting any of these elements can cause disruptions
and inefficiencies, ultimately blocking the organizatﬁs ability to meet its goals. By
highlighting how these elements are interconnected, the McKinsey 7S model offers a
strong framework for identifying organizational problems and guiding strategic
change, making it a useful tool for managers and consultants alike [20]. In Figure 1,
the McKinsey 7S model is shown, divided into two colors. The green color indicates
the hard elements, and the bluish-gray color indicates the soft elements.

Structure

Strategy = ~  Systems

/
/ Shared \

\ \'-__\ Values / /

Skils ) { Style

(  Staff

\
Figure 1 McKinsey 7S Framework

In the context of the McKinsey 7S model, several key concepts and definitions
are essential for understanding organizational effectiveness. Strategy refers to the
long-term action plan established to achieve the organization's goals, serving as the
main guide that determines the overall direction andg:)jectives over time. Structure
relates to the organizational framework, including how tasks, responsibilities, and
authority are assigned within the organization. A well-designed structure improves
efficiency, coordination, and communication among members. Systems involve the
processes and procedures used within the organization to carry out various activities,
such as operational processes, policies, and practices that are vital to daily operations.
Style pertains to the leadership approach and behavioral patterns demonstrated by
management and leaders, greatly influencing organiz@nal culture, employee
conduct, and the organization's ability to meet its goals. Staff refers to the people
working within the organization, including their numbers, qualifications, and



240 Exploring Organizational Readiness for ERP HRM...(Cahayadi, et al.)

distribution across different functions and levels. Staff are the organization’s most
valuable human resource, \ml their skills and motivation significantly affecting
organizational performance. Shared values are at the core of organizational culture,
representing the principles and beliefs held collectively by members and shaping their
behavior. These shared values reflect the organization's norms, principles, and beliefs
that underpin decision-making and action. Lastly, skills refer to the abilities that
individuals within the organization possess, playing a crucial role in determining the
organization's capacity to achieve its objectives and respond to market challenges [21],
[22].

Methods

This qualitative study employed focus group discussions (FGD) [23] to observe
phenomena and explore factors affecting organizational performance and effectiveness
using the McKinsey 7S framework. The qualitative design was chosen for its suitability
in deeply understanding the perceptions, needs, and experiences of employees [24]—
[26]. The research sample included 4 employees from the Human Resources
Management (HRM) department of PT Halim Lestari Mandiri, selected from a group
of 26 employees using purposive sampling. Purposive sampling was utilized to choose
articipants who are most knowledgeable about ERP and have a thorough
understanding of the company's business processes. Theaesearch tools consisted of
FGD guides with questions related to the 7S framework: structure, strategy, systems,
skills, staff, culture, and shared values. Relevant organizational documents, such as
policies, reports, and implementation guidelines related to the HRM ERP system, were
also collected and analyzed. The validity and reliability of the tools were tested through
trials and expert consultations to ensure they reliably measured the targeted variables.
Data collection involved conducting FGDs moderated by a facilitator at the company's
location, with each session recorded for further analysis. In addition to the FGD guide,
asemi-structured interview guide was created for individual interviews, including more
detailed questions to supplement the data gathered during FGDs.

The data were processed in several stages. Data Collection involved gathering
information from FGDs, individual interviews, and organizational documents based on
the McKinsey 7S framework. Data Reduction included transcribing recordings and
reviewing notes to condense the data, identifying key themes and patterns related to
each of the seven elements. Data Display organized the reduced data into matrices and
charts to visualize relationships and facilitate comparisons across different elements
and data sources. Verification triangulated data by comparing findings from FGDs,
interviews, and documents to ensure consistency and improve the validity of the
results. The findings were then compared with the 7S framework to assess alignment
and readiness.
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Thematic analysis was used to identify key themes and draw conclusions about
the readiness for ERP HRM system implementation [25], [26]. Figure 2 shows the
research method.

Data collection

Data reduction

I —

Data display

R

Verification

Figure 2 Overview of the research methodology

Results and Discussions

This section presents the results of the thematic analysis, highlighting themes
related to organizational issues and exploratory themes from McKinsey’s 7S
framework. Table 1 outlines the themes of organizational issues. Table 2 shows the
exploratory themes for each factor of McKinsey’s 7S framework.

Table 1 Themes of organizational issues

Theme Sub-theme Description
Ineffectiveness of Human Resource e Use of Microsoft Excel for HRM data
Manual Systems Management management (employee data, contracts,

(HRM) recruitment, attendance, leave, salary,
etc.)

e Issues with data duplication and
unstructured data storage

¢ Difficulties in searching and cross-
checking relevant data

¢ Numerous, disorganized folders causing
challenges in data management

Employee ¢ Fingerprint system used only for
Attendance attendance, not for overtime calculation
and salary payment
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Theme Sub-theme

Description

Human Error

Focus Group
Discussion (FGD)
Findings

Limitations of
Infrastructure and IT
Systems

Training and
Development

Employee Readiness
and Training

s Use of WhatsApp for sick leave and
absence requests, leading to unstructured
and unclear attendance records

e Errors in overtime and salary calculations
due to manual processes

s Data errors due to inaccuracy and data
redundancy

s [nflexible organizational structure
hindering ERP HRM system
implementation
Inadequate IT infrastructure and systems

* [Lack of training and skill development for
using new technology, including ERP
HRM

e [mplementation challenges due to
organizational inflexibility and lack of
employee skills and experience

* Low employee readiness to use
technology due to lack of training

e Lack of skills and experience in using IT
systems, including ERP HRM

e Importance of training and skill
development for successful system
implementation

Table 2 Exploratory themes for McKinsey’s 7S Framework

Description

Theme Sub-theme
Organizational Organizational
Structure and Structure as a Key
HRM Factor
Implementation
Readiness

Flexibility of
Organizational
Structure

Current State of
Organizational
Structure

Organizational structi is considered a key
factor in determining the company’s readiness
to implement the HRM system based on FGD
results.

Availability of a suitable structure influences
efficiency in preparation before HRM system
implementation.

PT HLM has a flexible organizational
structure, playing a crucial role in enhancing
productivity, recruitment quality, inter-
departmental coordination, and overall
operational performance.

The right organizational structure has a direct
impact on operational efficiency and the
company’s readiness to adopt necessary
human resource management changes.

FGD results show that the current company
structure is in a “Ready” state for HRM
system implementation.
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Theme Sub-theme Descripti
Organizational structure plays a key role in
influencing the company’s readiness to
implement the HRM system.
Impact of The success of HRM system implementation
Organizational is influenced by the alignment of the
Structure on organizational structure with the company’s
Efficiency needs and goals.
The size of the organizational structure has a
direct impact on the efficiency of achieving
company readiness before HRM system
implementation.
Role of Flexibility Flexibility in PT HLM’s organizational
in Organizational structure plays a significant role in enhancing
Structure productivity, improving recruitment quality,
smoothing inter-departmental coordination,
and boosting overall operational performance.
The right organizational structure is essential
to support various operational aspects and the
successful implementation of the human
resource management system.
Strategies Employee PT HLM adopts employee development
Supporting HRM Development strategies that directly impact productivity and
Implementation  Strategy operational efficiency.

Best Talent
Recruitment
Strategy

Inter-departmental
Coordination

Efficient Use of
Technology

Restructuring
Responsibilities and
Workflows

Employee development efforts include
training and skill development relevant to the
company’s needs.

Effective recruitment strategies to acquire the
best talents that match the company’s needs.
Proper recruitment helps in achieving long-
term and short-term company goals.

Strategies to enhance coordination and
communication between departments.
Facilitates the flow of information and clear
responsibilities among work units, improving
operational efficiency.

Strategies in adopting and using technology to
support company operations.

Appropriate technology is used to support the
HRM system and increase productivity.

Organizational structure adjustments to
support the implemented strategies.
Restructuring responsibilities, enhancing
cross-departmental communication, and
adjusting work flows to be more responsive to
internal and external dynamics.



244

Exploring Organizational Readiness for ERP HRM...(Cahayadi, et al.)

Theme

Sub-theme

Description

Shared Values
Supporting HRM
Implementation

Systems
Supporting HRM
Implementation

Clarity of Company
Vision and Mission

Recognition of
Shared Values as a
Crucial Aspect

Shared Values in
Company Strategy

Integration of
Shared Values in
Business

Importance of
Maintaining and
Developing Shared
Values

Enhanced
Technology Systems

More Accurate and
Efficient HR
Decision-Making

Efficiency in
Recruitment Process

Clear vision and mission provide strong
direction for HRM and operational divisions.
Company strategies are based on clear vision
and mission, guiding efforts towards
achieving goals.

The role of shared values is recognized as a
crucial aspect in running the HRM system at
PT HLM.

FGD results show that the company is ready
to implement the ERP HRM system due to the
strong shared values held by employees.

Shared values such as beliefs, attitudes, and
commeon goals are the main foundation in
formulating company strategies.

These values are reflected in HR policies,
recruitment processes, inter-departmental
collaboration, and daily operational
performance.

Efforts to integrate shared values into all
business aspects ensure efficient and aligned
HRM system implementation with the
company’s vision, mission, and core values.
Shared values serve as a strong foundation for
all policies and operational processes at PT
HLM.

PT HLM must continue to maintain and
develop shared values as the main driver for
the company's long-term success.

Strong shared values will guide the company
towards achieving its desired goals.

ERP HRM system implementation is deemed
ready due to enhanced technology used for
managing employee data and performance.
Two respondents agree that the adoption of
new technology brings significant changes in
HRM management.

Enhanced technology allows the company to
make more accurate and efficient HR
decisions.

The system is well-integrated into the HRM
decision-making process. B

The enhanced system supports various aspects
of human resource management, from
recruitment to performance evaluation.
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Theme Sub-theme Description
Efficiency in the recruitment process indicates
that the system supports comprehensive HR
management.
Facilitation of Inter- The role of technology systems in facilitating
departmental inter-departmental coordination and process
Coordination optimization.
Enhanced technology systems enable the
company to communicate more effectively
through integrated platforms, improving HRM
system implementation efficiency.
Foundation for The system not only manages employee data
Better Collaboration but also forms the basis for better inter-
departmental collaboration.
Enhances overall organizational efficiency
through better coordination and collaboration.
Leadership, Inclusive and Inclusive and progressive leadership that
Communication, Progressive encourages participation from all
and Culture Leadership Style organizational levels can create a culture that
Supporting HRM supports effective HRM system
Implementation implementation.

Human Resource
Development and
Management
Supporting HRM
Implementation

Role of
Communication in
HRM
Implementation

Corporate Culture
as a Key Factor

Employee
Development
Policies

The applied leadership style directly impacts
how the organization manages human
resources and achieves strategic goals.

Open and clear communication facilitates
effective coordination in implementing the
HRM system.

The communication style practiced within the
organization influences the effectiveness of
the HRM system and fosters inter-
departmental collaboration.

open and collaborative culture not only
creates a positive work environment but also
attracts top talent to support successful HRM
system implementation.

A supportive corporate culture creates an
appealing brand image for potential
employees and supports operational
efficiency.

Company policies emphasize the importance
of employee development and routine
evaluations to ensure workforce adequacy.
This approach helps the company optimize the
HRM system by ensuring that the human
resources have the necessary skills and
knowledge.
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Theme Sub-theme Description
Employee Employees arffflot yet ready to use the ERP
Readiness for ERP HRM system due to a lack of prior knowledge
HRM System and experience with the system.
Employees need additional experience and
training to support readiness for using the new
system.
Role of Training and Training provided to employees plays an
Experience important role in supporting HRM system

Careful Recruitment
and Training

Management and Development of
Development of Management Skills
Skills Supporting

HRM

Implementation

Inter-departmental
Collaboration

Training and Skill
Development

Creative Solutions
for Skill Shortages

implementation.

Training received by employce@figlps
improve their performance and has a direct
positive impact on the effectiveness of the
HRM system.

Careful recruitment and training provided by
the company contribute significantly to
strengthening the HRM system.

Continuous evaluation and training ensure
that the workforce is ready for the tasks at
hand.

Focus on developing management skills
within divisions is crucial for efficient HRM
system implementation.

The company identifies critical skill needs and
addresses shortages through relevant skill
development within the organization.

Collaboration between departments is key to
optimizing the use of the HRM system.
Despite not having IT employees, the
company collaborates with related
departments to ensure effective system usage.

Training and skill development are key to
filling the gap in technical skills, such as IT
employees.

The company continuously seeks suitable
talents and provides training to develop the
necessary skills.

The company manages human resource
shortages with creative solutions.

These efforts include internal skill
development and collaboration to support
efficient and effective HRM system
implementation.

The successful implementation of an E“’ HRM system requires a
comprehensive approach that includes organizational structure, strategic  planning,
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shared values, technological integrg'on, leadership, communication, and skill
development. This finding aligns with the McKinsey 7S framework, which highlights
the importance of aligning structure, strategy, systems, shared values, skills, style, and
staff for successful organizational change [13], [17]. The readiness and flexibility of
PT HLM's organizational structure, along with strategic employee development and
shared values, create a solid foundation for effective HRM system implementation.
Improved technological systems and inclusive leadership further support this process,
ensuring accurate decision-making, efficient operations, and a positive corporate
culture. This supports earlier studies emphasizing leadership and communication as
key to successfully integrating ERP systems into daily operations [10]. Ongoing
training and innovative skill management solutions prepare employees to utilize the
new system effectively, leading to better HRM practices and overall organizational
success. Continual skills development and adaptation are vital for high performance
amid technological changes [11]. These findings suggest tha’n multi-factor integrated
approach is essential for ERP HRM success,ailigning with the McKinsey 7S
framework, which stresses the synergy among structure, strategy, spytems, shared
values, skills, style, and staff[13], [17]. A key insight from this study is the importance
of shared values in strengthening organizational readiness, emphasizing that strong
cultural alignment is key to smooth technology adoption. This research explores how
organizational readiness and agility influence ERP success [10] and it supports prior
studies that underline the importance of a company's vision and missio[ll].
Additionally, it provides a detailed, module-specific assessment of readiness[3], [4].
Practically, organizations should develop flexible structures and ongoing training
programs to support ERP HRM implementation. This underscores the need for an
integrated approach where both technological systems and human factors are aligned
for successful ERP deployment. Theoretically, it affirms the importance of managing
organizational change through an integrated approach when implementing new
technology. Policymakers can use these findings to craft policies that promote
organizational readiness and continuous skill development in response to technological
advances.

Conclusion

The research on ERP HRM implementation at PT HLM highlights key findings
and limitations, including its focus on a single company, which restricts broader
applicability. The study emphasizes the HRM module, suggesting the need for further
exploration of its unique challenges. Future research should include comparative
analyses across different organizations or industries to identify best practices and
potential pitfalls. Successful implementation depends on alignment in structure,
strategy, shared values, technology, leadership, and skill development. PT HLM's
readiness and inclusive leadership provide a solid foundation, while ongoing training
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helps ensure employees are prepared. Future studies should also examine the long-term
effects on organizational performance and employee satisfaction, using longitudinal
methods to monitor progress and adjust policies as technologies evolve, including Al
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