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Abstract

An Empirical Study on the Effect

of ERP Systems Implementation

by Shin Chun-Woo
Advisor : Prof. Kim Ki-Pyung, Ph. D.
Department of Accounting

Graduate School, Chosun University

Recently, more companies are eager to apply ERP system to their b
usiness in order to mange their limited business resources efficiently a
nd reasonably.

Industrial environment is changing so rapidly because of globalizati
on, advanced technology, change of the society and increase of consu
mers’ desire. Therefore, the issue of using ERP system to ensure com
petitive power in the market is rising.

However, not all companies were successful in implementing and m



anaging the ERP system. Some companies failed in the operation of
the ERP system, after paying an astronomical expense in implementin
g the system. Some companies could not overcome obstacles raised d
uring the implementation of the ERP systems and make no progress
with the enormous additional expenses.

The objective of this paper is empirically investigating factors influe
ncing ERP systems implementation based on the financial performanc
e. This study is to investing the impact of ERP system on firm’s fina
ncial performance. Upon the conflicting results of previous a few stu
dies on ERP system impact on firm performance, this study tries to
make the financial comparison between ERP adopted and not adopted
firms among major Korea manufacturing firms through a matched sa
mple comparison group methodology and publicly available financial r
atings.

The research model is empirically tested using Financial ratio data c
ollected from over 38 manufacture firms(food products and beverages
: 14, chemicals and chemical products : 16, electronic components : 8)
that had used ERP systems at least for more than two years and liste
d in Korea Securities Exchange Market. The analysis reveals that the
eventual success of ERP systems depends on effective change manage
ment after ERP systems implementation.

The results of this study can be summarized as follows:

First, the growth ratios of the implemented group firms were effecti

ve different from that of the control group firms. The hypothesis 1-1

vi



(operating income growth rate), hypothesis 1-2(net sales growth rate)
were rejected in all sample group and hypothesis 1-3(stockholder’s eq
uity growth rate) was rejected in all manufacture firms, chemicals and
chemical products firms, electronic components firms. But food produ
cts and beverages firms was accepted.

Second, the profitability ratios of the implemented group firms were
effective different from that of the control group firms. The hypothes
is 2-1(operating income to net sales) was accepted all sample group.
And hypothesis 2-2(ordinary income to operating capital) and hypothe
sis 2-3(personnel expenses to total expenses) were all manufacture fir
ms, electronic components firms, food products and beverages firms a
ccepted. But chemicals and chemical products firms was rejected.

Third, the stability ratios of the implemented group firms were no
effective different from that of the control group firms. The hypothes
is 3-1(inventories to current assets) was accepted in food products and
beverages firms, chemicals and chemical products firms. But all man
ufacture firms, electronic components firms were rejected. The hypoth
esis 3-2(receivables to inventories) was accepted in all manufacture fir
ms, chemicals and chemical products firms. But food products and b
everages firms, electronic components firms were rejected. The hypot
hesis 3-3(quick ratio) was accepted in all manufacture firms, chemicals
and chemical products firms, electronic components firms. But food p
roducts and beverages firms was rejected.

Fourth, the activity ratios of the implemented group firms were no

vii



effective different from that of the control group firms. The hypothes
is 4-1(receivables turnover) was accepted in all manufacture firms, che
micals and chemical products firms, electronic components firms. But
food products and beverages firms was rejected. The hypothesis 4-2(r
aw materials turnover) was accepted in all manufacture firms, food pr
oducts and beverages firms, chemicals and chemical products firms.
But electronic components firms was rejected. The hypothesis 4-3(fini
shed goods turnover) was accepted in electronic components firms.
But all manufacture firms, food products and beverages firms, chemic
als and chemical products firms were rejected.

Fifth, the productivity ratios of the implemented group firms were
no effective different from that of the control group firms. The hypot
hesis 5-1(value added per employee) was accepted in all manufacture
firms, chemicals and chemical products firms, electronic components fi
rms. But food products and beverages firms was rejected. The hypo
thesis 5-2(ratio of value added to liabilities and stockholder’s equity)
was accepted in all manufacture firms, food products and beverages fi
rms. But chemicals and chemical products firms, electronic componen
ts firms were rejected. The hypothesis 5-3(ratio of value added to ma
chinery) was accepted in food products and beverages firms. But all
manufacture firms, chemicals and chemical products firms, electronic ¢

omponents firms were rejected.
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