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Abstract
This study aimed to investigate the effects of g&RP system on organization performance in Joagiani
industrial companies.
To achieve the objectives of the study, (100) doestires were distributed among employees at aflagerial
levels (upper, middle and lower) at Jordanian itdeiscompanies, operating in Amman. The number of
returned and valid questionnaires for the purpo$ése analysis was (72). The results of the saliywed that
there was a high level of using ERP system Jordani@ustrial companies, and existence of a highlle¥
organization’s performance, and Existence of assiedlly significant impact of using ERP system on
organization’s performance at Jordanian industaahpanies from employees’ perspective. In lighthetse
results, the study recommended to promote using §Rfm at Jordanian industrial companies, and
establishment of a permanent training coursesrfgl@yees to inform them of the modern informatsystems
in the world and how toapply.
Key words: Enterprise Resource Planning system, organizatjper®ormance, Jordanian industrial companies.

Introduction

In a highly competitive global business environméinins seek to improve or maintain their
competitiveness by using information systems torowe customer service, shorten cycle times, andoedost.
ERP systems provide many benefits to companielsesodan meet changing expectations by providingrate,
timely, and integrated information to improve déemismaking (Trott and Hoecht, 2004).

Enterprise Resource Planning (ERP) systems arev&lass of software that tends to streamline
organizations' processes and support their desisizaking. This concept is not new in informatiomagement
though and ERP systems themselves are an extdpsiarseries of enterprise systems that primacdlycerned
in inventory and materials management such as MaRequirement Planning (MRP) then Manufacturing
Resources Planning (MRP). Shanks, Seddon and \Whic(2003) indicated that "ERP systems are differen
from legacy systems in that organizations use ERRtégrate enterprise-wide information supporfingncial,
human resources, manufacturing, logistics, saldswaarketing functions".

The implementation of the enterprise resourcesnitgnsystems can contribute to improve
organization's performance and achieves many aagestfor the organization as a reducing period@fgss
cycle, raise the efficiency of the organizationd @enerating information quickly, and gives manadbe ability
to adjust and monitor business operations, thislfis to speed up the decision-making process;(Tsain;
Hwang; and Hsu, 2010). Organization Performandectsf the outputs and targets that departmentsteeek
achieve within a specific period of time, it refiethe extent of achieving the goals that the degaion seeks to
them whether those associated with the goals mgléti profitability, growth of sales or market shaor those
associated with mental impressions that relatatisfaction, loyalty and brand awareness (Shou2ap).

The importance of the research
The importance of the study comes from the imp&theenterprise resources planning systems on the

activities and operations of business organizatibesause of its important role in the successiture of the
organization in achieving its goals. Where the ingnace of this study in two ways:
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® Theoretical significance:

This study contains theoretical literature suppliesArab managerial library with new knowledge
about enterprise resources planning system amapiact on the organization's performance, it iseekgd that
previous studies and theoretical background wititdbute in bridging the gap of the lack of pubéshstudies
about this subject.

® Practical significance:
The importance of this study comes from the popartan which it applied on it, the Jordanian indizsdt
companies, where these companies play an impadbmnin the economic life in Jordan, because d their
products with many aspects of economic activitiregardan.

Research problem and questions

ERP is a very promising system that tends to iatiegand streamline all organization's processes.
Indeed, studies record many outstanding b e n e fi tERH systems in terms of inventory, planning, reesn
lead time, information accuracy/timing, decisioppgort ...etc.
The importance of this topic lies within the wideresad of ERP systems while there are clearly maayneles
of unsuccessful ERP effects on business performaimreexamples see Gupta et al. (2004, 599-60@¢sting
into ERP systems which are very costly and whiahwtdeturn business value will waste business resesu
Therefore, it is important to clarify the vaguensssounding the relationship between ERP and keagsin
performance.

Accordingly, the problem of the study can be sunireakin the following questiofto what extent the using of
ERP system effects on organization performance?”

Hence, this study attempts to answer the belowtiunss

1. What is the level of using (applying) ERP systardordanian industry companies as viewed by eyags?

2. What is the level of organization’s performantdordanian industry companies as viewed by engasy

3. Is there a significant relationship betweenusiag of ERP system and organization performance?

Research objectives

The main object of the study is to investigatedffects of using ERP system on organization perémmte in
Jordanian industrial companies.
In light of the questions and problem that havenbdiscussed above, this study will aim the folloggn

1. 1o identify the level of using (applying) ERP sysaten Jordanian industry companies as viewed

by employees.

2. To identify the level of organization’s performarinelordanian industry companies as viewed by

employees.

3. Examining the effect of using of ERP  system on  pizmion

performance.
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Research Model

Organization Performance
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- Financial performance
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Independent Variable - Operational performance

N J

Dependent Variable

Figure 1.1 Conceptual Framework (Source: Author)

Research Hypotheses
Based upon the study problems, the following hypothesis is proposed.
Hypothesis 1

Ha: There is significant impact of using ERP system on organization’s performance.

The following sub-hypotheses emerge from the main hypothesis:
Hypothesis 1.1

Ha: There is significant impact of using ERP system on organization’s financial performance.
Hypothesis 1.2

Ha: There is significant impact of using ERP system on organization’s operational performance.

Method of the Research (Methodology)

Secondary Sources

They are the data from the literature related terpnise resource planning systems and organiZation
performance, which are available in books, artigesvious studies, and published researchesdier ¢o
configure the theoretical framework for the study.
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Primary Sources:

They are the data that were collected from thel fietough the questionnaire which will design and
distribute to the sample of the study in orderdwer surveyed areas and studied dimensions.

Instrument

Questionnaire Design Cross-sectional, self-reported survey was emgl@gea main research instrument in this
research. With two exceptions (the variable "Permtemployer obligations" and demographic inforomai
variables measured with a 5-point Likert scale. YgHg “strongly disagree” and 5, “strongly agreEfie
questionnaire consists of two sectioAs.most of measure items were taken from its s@ytte questionnaire
was initiated in English language and translatéal Arabic language before the fieldwork step. Aftee
questionnaire had been developed and translateshclueled an introductory paragraph; the purpose twa
explain the main objective and the importance efdtudy to the respondents and to encourage aédsglonse
rate and also ensuring the respondents that themationwill be confidential and will not be used for any
purpose other than research purpose.

Scales Reliability

Reliability test: the internal consistent of restarscales were tested using Cronlyacklpha

coefficient, results of reliability test are pretshin table (1-1)

Table (1-1)Scales reliability

Variable Dimensions Number of Cronbach’s
measured items Alpha
ERP 22 0.90
Organization’s Financial performance 11 0.87
performance

Operational performance 11 0.85

As illustrated in table (1-1), all the scales steatisfactory value of reliability.

Idiomatic Definitions of the Research terms Organiation’s
performance:

The organization's ability to use resources effitie and produce outputs consistent with its
objectives, and appropriate to its users ( PenterGgsbers; & Wilks, 2003). It is integrated systef
production of the organization business in lighiteinteraction with the elements of its interaat external
environment (Mukhaimar et al, 2000). And (Morgamuglas; & Charlotte, 2009) referred that Organmas
performance expresses the long-term results whielotganization seeks to achieve them.
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Enterprise Resource Planning (ERP) Systems:

Customizable Standard applied software packagkidas integrated solutions for key positions &t th
organization, starting from the supply chain mamagyet ,inventory control, customer relationship nggmaent,
financial accounting, and personnel, these systeens designed to enhance and improve the competéas of
the organization by generating high characteristicenformation such as accuracy and providing ¢heach
information in a timely manner. (Kennerely & Ne@@01).

The limits of the Research

Spatial boundaries The present study will confine to the Jordaniaifustries company operating in the capital,
Amman, and therefore there is difficulty in genation the results of this study to the rest @f ithdustrial
companies operating in the same field.

Temporal boundaries This study will conduct in 2014.
Human limits: This study will apply to employees at the upmeiddle and lower managerial levels at Jordanian
Industry company under functional title (generahager, manager deputy, director of a major depautntiee
head of department, employee).
Organization’s Performance

Performance is the end result of activities, itudes the actual outcomes of the strategic manageme
process. The practice of strategic managemensisi@al in terms of its ability to improve the orgaation’s
performance (Wheelen and Hunger, 2010).
Performance Measurements

Previous studies indicated many performance meamnts aspects like (Salaheldin, 2008): corporate

performance, business performance, operationabpeahce, financial performance, non-financial pemance,
innovation performance, and quality performance.

Others measure performance by two dimensions:

1. Operational performance: which reflects the perémmoe of the internal operations for the
organization in terms of cost reduction, improvitige quality of services, flexibility, and

productivity?
2. Organizational performance: which is measured grfcial measures and non-financial measures?
® Financial measures such as: revenue growth, nét,@od return on assets.

® Non-financial measures such as: investments irarekeand development, capacity to

develop a competitive profit, new service developthand market orientation.

Previous Studies :

Njihia (2014),This research discusses the issues of introdudifgsknto small and medium
enterprises with the aim of finding the best waystanage the change process to get a competitiantatje
over its rivals. The study had five objectivesiafifng out how the financial resource availabilibtyganizational
complexities, employees perceptions, regulatoryireqents, and having a top management suppoutsiffiee
effective implementation of an ERP system whictuim will affect the firm’s performance. The resgar
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adopted a descriptive desigh employing the useadfilnquestionnaires as the primary data collectianh. This
study found that financial resource availabilityganizational complexities, employee’s perceptioagulatory
requirements, and having a top management suplpaffets the effective implementation of an ERRBtem
which in turn will affect the firm’'s performance.

Ivo De Loo et al. (2013)in this paper they try to assess the impact of HRPBlementations on the
development of non-financial organizational perfante, They assess this impact for Dutch small agdium-
sized enterprises, using a small but wumigdataset. Several aspects of the
performance of organizations are compared befadeafter the introduction of an ERP-system, takirg
account a three-year period, and controlling fwesal influential factors (like organizational sjfmancial
health and sectoral differences). They concludeltly and large, organizational performance in@@as
significantly more for organizations that implemeshian ERP-system in the last three years than for
organizations that did not implement such a sysfmy also conclude that organizations that impleec an
ERP-system at most three years ago did not hawndisantly lower non-financial performance than
organizations that did not implement such a system.

Lodhi et al.(2012),The aim of this study is to develop a proposed rhtudielentify the impact of ERP
System on performance of different activities amgirtimpact on overall financial performance of the
organization. After the extensive review of litena this study developed a proposed model shoviag t
relationship of ERP System with financial perforrmanThe stance of this study shows that ERP System
implementation not directly changes the financaff@rmance of the firm. Model shows that ERP System
implementation first change reporting system, oiztional environment, production, marketing and HR
performance and then the change in reporting sysigganizational environment, production, marketimg|
HR performance affect the overall financial perfarroe of the organization. This model will contrivat new
horizon in the body of knowledge.

Spano and Bello (2011)This article reports the results of a research diateénvestigating the impact
of an ERP system on organizational processes alivdnal employees in a public sector organizatidalian
Regional Council). Through a qualitative methodd#Groups - FG) interesting results have comesystem
introduction planning, organizational and technispects seem to be relevant issues to be addiasselbr to
improve ERP system’s effectiveness. Through a &tred questionnaire, a larger sample of employdkbev
involved in the second phase, aimed at testinganstructs which emerged with the FG analysis had t
relationships among them.

(Crowston & Treacy, 2010)under the title “The Impact Of Information System @&nterprise Level
Performance”, reviewed researches that had beatucted on is impact on enterprise level grennce
with a particularemphasis on the research thatltathpted to measure level of impact, and on ysroé
articles published within the last ten years. Figdodf this paper focused on IS as strategic t@wld,is can have
impact on industry structure by altering the prdaucefficiencies and transaction cost of market.

(Al-Ajmi, 2011) under the title “The Effect of Analytical Strategdrientation on the Firm's
Performance within the Available Marketing Capdia: An Applied Study on Kuwait National tRéeum
Company”

This study aimed to exam the effect of the strategiection of analytical performance of the
organization in light of the marketing capabilitesgailable and the application on the Kuwait Nadion
Petroleum Company, the study sample included edkcthrs and heads of departments in the KuwaitoNati
Petroleum Company, who are (200), was recovereg)) (b8dentify suitable for analysis and a rate%®94

The results showed that the analytical strategentaition has an positive direct effect on the
performance of the Kuwait National Petroleum Conypghe sales growth rate ) , and the analyticaltsgic
orientation has an positive direct effect on thekmting capabilities available to the Kuwait Na@bi®Petroleum
Company (pricing , product , distribution, promaijpalso the analytical strategic orientation hagnairect
effect on the performance of the Kuwait Nationair®leum Company (the sales growth rate ) by excsten
marketing capabilities available to the Kuwait agl Petroleum Company (pricing; product; distribot&
promotion) as a moderate variable.
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(Abu-Alwafa , 2012)under the title “ Effect of Quality Orientation ahbw Services Development on
Organizations’ Performance-An applied study on Camial Banks in Amman -". The study aimed to sttiuky
effect of quality orientation and new service depehent on organizations’ Performance in commetmalks in
Amman. The researcher designed a questionnairéstiogsof (28) statements to gather the primargiinfation
from study sample which consisted (360) individualse study showed that there is direct and intieéfect
for quality orientation and new service developrmambrganizations’ performance on commercial banks
Amman.

Statistical Analysis
Introduction

The objective of this chapter is to present théstieal analysis results. The results are divited two
sections: 1) Descriptive analysis used to providaramary about the respondéniie@mographic characteristic
and to answer the first and the second questiotigsrstudy, using means, frequencies, and startkvidtions
of responses. 2) Simple regression employed tahegnain effects (Hypothesis 1, 1.1 & 1.2) andrnewer the
fifth question.

Initial data screening

One hundred questionnaires were distributed forderaanian industries companies in Amman.
Seventy seven guestionnaires were completed amdheet The researcher excluded 5 questionnairésave
missing information, thus, we remained only 72 grable questionnaires which represents a 72% respaite.

Descriptive analysis

This part of analysis focuses on providing an oenof descriptive analysis; we presented the
respondentscharacteristics that will help prepare for a baftederstanding of advanced analysis in this study.

1. Demographic Analysis

Five demographic elements were included in thighst(Gender, Age, Educational level,
Position, and years of experience). The descriptmindemographic statistics are shown in Table

(1-3):
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Table (1-3): Sample descriptive characteristics (n= 72)

Variable Category Frequency Percentage (%)
Gender Male 40 55.€
Female 32 44 .4
Age Less than 25 21 29.2
25-less than 3 31 43.1
25- less than 45 18 25.0
45 years and more 2 2.8
High School 3 4.2
Educational level Diplome 8.2
Bachelo 53 73.€
Graduat 10 13.€
- Manage 8 11.1
Position Assistant Manag 6 8.2
Head of Deg 13 18.1
Employee 45 62.5
Less than 5 26 36.1
Years of experience 5. less than 1 2g 40.%
10-lessthan 1 7 9.7
15 years and more 10 13.9
Total 72 100

In

2. Description of study variables

The data were analyzed separately according toebearch questions stated earlier. The following

sections present the findings as related to eagareh question independently.

Results related to the first question:The first question is'What is the level of using (applying) ERP

system in Jordanian industry companies as viewecehployees? “.

order to answer this question, standard deviatind mean scores for ERP statement were usetkshe

results are presented in Table (2-3) as follow:
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Table (2-3): standard deviation and mean scores for ERP statgmer2)

Mean Std. Deviation Rank
ERP Statement (Questions)
Item 1 4.32 0.78 1
Item 2 3.93 0.97 9
Iltem 3 4.18 0.83 4
Iltem 4 4.12 0.96 5
Iltem 5 3.76 0.97 17
Item 6 3.82 0.94 15
Item 7 4.07 0.88 6
Iltem 8 3.64 1.08 21
Iltem 9 3.81 1.13 16
Item 10 4.26 0.65 2
ltem 11 4.25 0.73 3
Item 12 3.97 1.01 7
ltem 13 3.72 1.05 19
ltem 14 3.88 0.86 12
Item 15 3.68 0.96 20
ltem 16 3.82 0.97 14
Item 17 3.86 0.97 13
Item 18 3.89 0.78 11
Item 19 3.96 0.64 8
Item 20 3.89 0.97 10
Item 21 2.9 1.17 22
Item 22 3.75 0.96 18
ERP 3.88 High

Table (2-3) illustrates that the level of usingling) ERP system in Jordanian industry compaages
viewed by employees was high, where overall mearescof ERP was 3.88. Mean scores of ERP statements
ranged between 4.32 up to 2.9. Item 1 came fildt imean score of 4.32. Item 10 came second bysrefaa
mean score of 4.26. Item 11, then, came third fmean score of 4.25. Finally, item 21 came at kask by a
mean score of 2.9. The results of the standarcatiens ranged between 0.64 — 1.17, where itent$, (&,
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13,21) referred to a diverge in the participantsveers, whereas rest of items referred to a rapproent in the
participants' answers.

Results related to the second questionThe second question isVhat is the level of organization's

performance in Jordanian industry companies as viesvby employees?

In order to answer this question, standard deviatiod mean scores for financial statement were, tised

test results are presented in Table (3-3) as follow

Table (3-3): Standard Deviation and Mean scores for FinancigbRaance (n=72)

Mean Std. Deviation Rank
Financial Statement
Item 23 4.14 0.74 9
Item 24 4.19 0.55 6
Item 25 4.35 0.63 3
Item 26 411 0.74 10
Item 27 4.38 0.68 2
Item 28 421 0.80 5
Item 29 4.31 0.73 4
Item 30 4.17 0.67 7
ltem 31 4.17 0.67 8
Item 32 4.04 0.78 11
ltem33 4.39 0.62 1
Financial performance 4.22 High

Table (3-3) illustrates that the level of finangi&@rformance in Jordanian industry companies asedeby
employees was high, where overall mean scoresafiial performance was 4.22. Mean scores of fiahnc
performance statements ranged between 4.39 up4o llem 33 came first with a mean score of 4.89nl27
came second by means of a mean score o f

Item 25, then, came third by a mean score of &£B&lly, item 32 came at last rank by a mean sadré.04.
The results of the standard deviations,

which ranged between 0.55 — 0.80 referred to arombgment in the participants' answers.

The following table shows standard deviation andmsescores for operational statement:
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Table (4-3): Standard Deviation and Mean scores for operatipadbrmance (n=72)

Mean Std. Deviation Rank
Statement
Item 34 4.36 0.59 1
Item 35 4.03 0.71 11
Item 36 4.19 0.71 5
Item 37 4.14 0.70 6
Item 38 4.22 0.63 3
Item 39 4.21 0.63 4
Item 40 4.24 0.68 2
ltem 41 4.08 0.65 8
ltem 42 4.08 0.67 9
Item 43 4.08 0.73 10
ltem 44 4.12 0.71 7
operational Performance 4.15 High

Table (4-3) illustrates that the level of operatibperformance in Jordanian industry companies as
viewed by employees was high, where overall mearesoof financial performance was 4.15. Mean scofes
operational performance statements ranged betw8érup to 4.03. Item 34

Came first with a mean score of 4.36. Item 40 caem®nd by means of a mean score of 4.24. Iltem 38,
then, came third by a mean score of 4.22. Findéyn 35 came at last rank by a mean score of Z8results
of the standard deviations, which ranged betwe&& 0.0.73 referred to a rapprochement in the ppatits'
answers.

Results related to the third question and main hypthesis:

-The third question is: Is there a significant tielaship between the using of ERP system and
organization performance?

-Main hypothesis: There is significant impact oingsERP system on organization’s performance.

-In order to answer this question and test mainothgsis, simple regression test wasd; the

test results are presented in Table (5-3) as follow

Table (53) Simple regression test for the impact of the usofgERP system on
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organization’s performance (n= 72)

Independent B T value Sign.Of T | R F value Sign.  Of
variable coefficient F
ERP 0.29 3.15 0.002 0.3521 0.124 9.92 0.002

Dependent variable: Organization’s Performance

Table (5-3) shows existence of a statistically gigant impact at the significance level{ 0.05) to the
impact of the using of ERP system on organizatipesormance. The table also shows that is (0.12deans
that ERP interpreted 12.4% of organization’s perfance as a whole. This result refers to main hygsish
acceptance.

Results related to the first sub- hypothesis:

The first sub-hypothesis hypothesis: There is figamt impact of using ERP system on financial parfance.
In order to test this hypothesis, simple regressishwas used; the test results are presentedhile 16-3) as
follow:

Table (6-3) Simple regression test for the impact of the usiigeRP system on

financial performance (n=72)

Independent B T value Sign.Of T | R F value Sign. Of
variable coefficient F
ERP 0.28 2.88 0.005 0.325 | 0.106 8.29 0.005

Dependent variable: Financial Performance
Table (6-3) shows existence of a statistically gigant impact at the significance level{ 0.05) to the
impact of the using of ERP system on financial genfance. The table also shows that is (0.106)eéms that
ERP interpreted 10.6% of financial performance sThsult refers to the first sub hypothesis accmgta

Results related to the second sub- hypothesis:

The second sub-hypothesis hypothesis: There iffis@mt impact of using ERP system on operational
performance.

In order to test this hypothesis, simple regressishwas used; the test results are presentedhile 17-3) as
follow:

Table (7-3) Simple regression test for the impact of the usiigERP system on
operational performance (n= 72)

Independent B T value Sign.Of T | R F value Sign.  Of
variable coefficient F
ERP 0.30 2.97 0.004 0.335 0.112 8.84 0.004

Dependent variable: Operational Performance
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Table (7-3) shows existence of a statistically gigant impact at the significance level(0.05) to the
impact of the using of ERP system on operationgbp@mance. The table also shows that is (0.112)eians
that ERP interpreted 11.2% of operational perforreai his result refers to the second sub hypothesis
acceptance.

The Results and recommendation

Summary of the study results:The present study reported the following results:

1-

The results illustrated that the level of using plgimg) ERP system in Jordanian industry

companies as viewed by employees was high, wherealbvmean scores of ERP was 3.88.

They showed that the level of organization's perfance as a whole in Jordanian industry
companies as viewed by employees was high, wheesn reeores of organization’s performance

was 4.185.

The results reported that the level of financiatfgenance in Jordanian industry companies as

viewed by employees was high, where overall mearesoof financial performance was 4.22.

They illustrated that the level of operational perfiance in Jordanian industry companies as

viewed by employees was high, where overall mearesoof financial performance was 4.15.

Impact of age in organization’s performance as alevland in operational performance, whereas
there are no statistically significant differendesfinancial performance. The results reported
existence of statistically significant differesce (©<0.05) due to the impact @bosition,

years of experience) in organization’s performaasea whole and in financial performance,

whereas there is no statistically significant difeces in operational performance.

Existence of a statistically significant impactla significance level& 0.05) to the impact of the
using ERP system on organization’s performance reviieavas showed that using ERP system has

impact on financial and operational performance.

Recommendations

1-

2-

Promote using enterprise resource planning systedordanian industrial companies, Due to its

positive implications for overall performance.

Project team and managers should be qualified ith,btechnical and managerial wise.
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Furthermore, it's recommended to employ personnieb \ere common with ERP systems'
implementation. It's anticipated that such quaifiens would enhance the team's performance and

cut some training costs/time.

3- Balance between official and unofficial ways is aykfactor for ERP projects success.
Encouragement and smooth communications on an-petsonal level side by side with
mandatory training courses and official policiesximaze employees' cooperation and grant a

perfect environment for ERP projects success.

4- Attract competent talents in the field of managemariormation systems to enhance the

development of the organization's performance.

5- with the increasing number of ERP systems' vendaadwide, organization should take the
chosen system's vendor in consideration. ERP sgstemuired a periodic maintenance and

upgrading.

6- Despite the outstanding recorded benefits and rfatog success stories for many cases,

organizations should always be reasonable in getitigir expected benefits from an ERP system.
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