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The Impact of Enterprise Resource Planning
(ERP) System Implementation on the Quality
of Financial Reporting:

A Case Study of LabTech Joint-Stock Company

m Samira Mohamed Abonawara * m Taher Ahmed Elkorry Ghalia**

m Abstract

This study aims to examine the impact of implementing an Enterprise
Resource Planning (ERP) system on the quality of financial reports« as applied
to Lab Tech Joint Stock Company¢ one of the portfolio companies of Libya
Africa Investment Portfolio« during the period (2011-2020). The researchers
adopted earnings management practices as an inverse measure of financial
reporting quality¢ and the study utilized a pre-post measurement method to
compare the situation before and after the system’s implementation. The
results indicated that the implementation of the ERP system in the company
was a pivotal strategic step that led to improved financial performance and
placed the company on a path of sustainable growth. Statistical analyses
revealed a clear increase in the rate of return on investment after the system’s
implementation. Furthermore« the system’s implementation contributed to
enhancing the efficiency of internal operations¢ reducing operational costs¢
and improving financial resource management¢ which collectively led to

* Assistant Professor, Department of Accounting, Faculty of Economics and Political Science.
University of Tripoli

* % Associate Professor, Department of Accounting - Faculty of Accounting, Gharyan University
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higher returns on investment. This implies that the system’s implementation
had a positive effect on the company’s performance« and these improvements
contributed to achieving higher returns on investment¢ indicating a direct
positive impact of the system on the company’s financial performance. The
results also showed an increase in the average market-to-book ratio after the
system’s implementation« suggesting an improvement in the company’s market
performance. However« the ERP system is not the sole factor influencing this
increase. The findings also indicate that implementing an ERP system helps
enhance the ability of portfolio companies to prepare more accurate financial
reports and make strategic decisions based on reliable data. In addition to
its strong influence on financial structure and operational commitmentss
its impact on the quality of financial reports appears to be relatively weak
suggesting that reporting quality depends on other factors¢ such as company
size and financial structure.

e Study Terms: Enterprise Resource Planning (ERP) System¢ Financial

Reporting Quality« Lab Tech Joint Stock Company.
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P_Value o e 2L

Regression Results:

OLS Regression Results

Dep. Variable: FRQ R-squared: 8.987
Model: oLS Adj. R-squared: 8.936
Method: Least Squares F-statistic: 19.37
Date: Wed, 15 Jan 2825 Prob (F-statistic): 8.169
Time: 23:56:23 Log-Likelihood: -64.255
Mo. Observations: 6 AIC: 138.5
Df Residuals: 1 BIC: 137.5
Df Model: 4
Covariance Type: nonrobust

coef std err t P> t| [B.825 8.275]
const -7.37e+85 1.75e+85 4.212 8.148 -2.96e+86 1.4%e+26
ERP_Implemented 5.16e+85 6.63e+04 7.788 8.881 -3.27e+85 1.36e+86
Size 2.64e+B4 3249.418 8.125 8.878 -1.4%e+04 6.77e+84
Leverage 3.133e406 1.292+86 2.436 8.248 -1.32e+87 1.95e+87
Contracts -3.81%2+85 6.88e+84 4.966 8.126 -1.87e+86 4. 71e+85
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Ll elas o 391 Jalgally ERP ol o1 el (e iy 390l 2 3Slins]
Jadl (a1l (a8, anall (12,8 Joud @i ALdlyg AU jo)ladl Baga le Ligias
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