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FACTORS INFLUENCING ENTERPRISE RESOURCE PLANNING (ERP) 

ADOPTION AND ITS EFFECT ON ORGANIZATIONAL PERFORMANCE 

 

By 

SAIRA KHARUDDIN 

September 2011 

 

Chairman: Professor Dr. Foong Soon Yau 

Faculty: Graduate School of Management 

 

Enterprise Resource Planning system (ERP) is a highly integrated and coordinated 

system that enables an organization not only to enhance its operational efficiency but 

also improve its market responsiveness and innovativeness. However, ERP adoption 

does not guarantee increase in organizational performance. In response to the 

increasing needs to identify causes for ERP adoption failure, this study examines 

factors that influence ERP system adoption decision and effect of ERP adoption on 

organizational performance. The mediating roles of users’ satisfaction and system 

usage on the relationship  between ERP system adoption and organizational 

performance are also examined. The economic transaction cost theory and the 

institutional theory are the underlying theories used to explain factors that impact 

ERP system adoption.The DeLone and McLean performance model was adopted to 
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analyze the impact of users’ satisfaction and system usage on the relationship 

between ERP adoption and organizational performance.  

 

In conducting this study, data were collected through a questionnaire survey of all 

companies listed in Bursa Malaysia, as well as 200 companies systematically 

selected from the Federation of Malaysian Manufacturers (FMM) database. 

Responses from 136 organizations were analyzed. The results indicate that perceived 

operational benefits, perceived strategic benefits and mimetic pressure have 

significant influence on ERP system adoption decision. However, managerial 

benefits, normative pressure and coercive pressure are not significant in the ERP 

adoption decision deliberation. As hypothesized, ERP adoption has a significant and 

positive relationship with organizational performance. The results also show that 

only system usage mediates the relationship between ERP adoption and 

organizational performance. The result of this study suggest that careful evaluation 

and justification processes are appropriately undertaken as evidenced by the 

significant emphasis on both operational benefits and strategical benefits prior to the 

adoption of ERP system. The significant effect of mimetic pressure on ERP adoption 

further indicates that organizations are keen to be at par with their competitors’ 

technologial  capabilities. In addition, organizations also need to promote effective 

usage of ERP system to ensure improvement in organizational performance could be 

attained. 
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Abstrak tesis yang dikemukakan kepada Senat Universiti Putra Malaysia sebagai 

memenuhi sebahagian keperluan untuk ijazah Master Sains 

 

FAKTOR-FAKTOR YANG MEMPENGARUHI PENERIMAAN SISTEM 

PERANCANGAN SUMBER PERUSAHAAN DAN KESANNYA KEATAS 

PRESTASI ORGANISASI 

 

Oleh 

SAIRA KHARUDDIN 

September 2011 

 

Pengerusi:  Professor Dr. Foong Soon Yau 

Fakulti:  Sekolah Pengajian Siswazah Pengurusan  
 

Enterprise Resource Planning (ERP) atau Sistem Perancangan Sumber Perusahaan 

adalah sebuah sistem berintegrasi dan berkoordinasi tinggi, yang bukan sahaja 

membolehkan organisasi untuk meningkatkan kadar kecekapan, malah berupaya 

meningkatkan kebolehan organisasi untuk bertindak cepat dalam menangani 

perubahan pasaran dan menjadi lebih berinovasi. Walaubagaimanapun, penggunaan 

ERP tidak dapat sepenuhnya menjamin peningkatan prestasi organisasi. Sebagai 

respon kepada peningkatan dalam keperluan untuk mengenalpasti punca-punca 

kegagalan sistem ERP, kajian ini menganalisis faktor-faktor yang mempengaruhi 

keputusan untuk menerima system ERP dan kesan penerimaan ERP ke atas prestasi 

organisasi. Peranan kepuasan pengguna dan penggunaan sistem sebagai perantara 

didalam hubungan diantara penerimaan sistem ERP dan prestasi organisasi juga 

dianalisis. Teori kos urus-niaga berasaskan ekonomi dan teori institusi adalah teori-

teori yang digunakan untuk menjelaskan faktor-faktor yang boleh memberi kesan 
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dalam penerimaan sistem ERP.  Model prestasi DeLone and McLean digunakan 

untuk menganalisis impak kepuasan pengguna dan penggunaan sistem didalam 

hubungan diantara penerimaan ERP dan prestasi organisasi. 

 

Bagi  melaksanakan kajian ini, data diperolehi melalui kajian soal–selidik yang telah 

dihantar kepada semua organisasi yang disenaraikan dalam Bursa Malaysia dan juga 

kepada 200 organisasi yang telah dipilih secara sistematik daripada senarai yang 

terdapat didalam pangkalan data Persekutuan Pekilang-Pekilang Malaysia (FMM). 

Respon daripada 136 organisasi telah dianalisis. Keputusan menunjukkan bahawa 

faedah-faedah operasi dan strategik, dan tekanan ajukan (mimetic) mempunyai 

pengaruh signifikan didalam keputusan untuk menerima sistem ERP. 

Walaubagaimanapun, faedah-faedah pengurusan, tekanan normatif (normative) dan 

tekanan paksaan (coercive) tidak signifikan dalam perbincangan untuk menerima 

sistem ERP.  Seperti andaian hipotesis, penerimaan sistem ERP menunjukkan 

hubungan yang positif dan signifikan dengan prestasi organisasi. Keputusan juga 

menunjukkan hanya penggunaan sistem merupakan perantara didalam hubungan 

diantara penerimaan ERP dan prestasi organisasi. Berdasarkan fakta analisis yang 

menunjukkan penekanan signifikan keatas kedua-dua faedah operasi dan strategic, 

hasil kajian ini menunjukkan bahawa perancangan dan proses justifikasi yang teliti 

telah dilakukan dengan sewajarnya sebelum keputusan untuk menerima sistem ERP 

dilakukan, Kesan signifikan tekanan ajukan dalam penerimaan system ERP juga 

menunjukkan kepentingan sesebuah organisasi untuk menjadi setaraf dengan 

keupayaan teknologi pesaing-pesaing mereka. Tambahan lagi, organisasi juga perlu 

menggalakkan penggunaan sistem ERP yang lebih efektif bagi menjamin 

peningkatan prestasi organisasi dapat dicapai. 



© C
OPYRIG

HT U
PM

vi 

 

ACKNOWLEDGEMENT 

In the name of Allah, the Most Beneficent and the Most Merciful 

 

The completion of this study was indeed a great challenge for me. I would not have 

made it without the help and support of every individual who have guided me 

throughout the preparation of this thesis. 

 

Alhamdullillah, all praises to Allah, the Almighty God for the strenghts and His 

blessings in the journey of this thesis preparation and enable me to share this 

knowledge with others. 

 

My sincere gratitude and heartfelt appreciation to my supervisor, Professore Dr 

Foong Soon Yau, that without for her invaluable guidance, constructive comments, 

continuous encouragement, advice and suggestions, I may not be able to complete 

this thesis. Not forgotten, my appreciation to Dr Rosmila Senik for her guidance, 

support and kindness. 

 

I acknowledge the financial support of the Universiti Putra Malaysia for conducting 

my research at Universiti Putra Malaysia. I am gratefull to all respondents who 

participate in this study and share the valuable information to make this study more 

meaningful. 

 

My special thanks to all the warm-hearted people who helped me throughout the 

research process, especiall for Dr Amalina Abdullah, Dr Nur Ashikin Mohd Saat, 

colleagues, friends and staffs at GSM and UPM. Your friendship and endless 

assistance has help and inspired me throughout the journey. 

 

I am grateful to my parents, Kharuddin bin Tamin and Jamilah Bte Anwar for their 

persistent support and prayers. My special thanks to my husband, Abdul Ghani Liew 

bin Abdullah and my children, Hannah Irdina, Izz Haziq and Sarah Adrianna for 

their continuous love and support. Their confidence and encouragement has become 

my ultimate motivation in making this thesis possible. 



© C
OPYRIG

HT U
PM

vii 

 

I certify that a Thesis Examination Committee met on  12
th
 February 2012 to conduct 

the final examination of Saira Binti Kharuddin on her Master of Science thesis 

entitled ‘Factors Of Enterprise Resource Planning (ERP) Adoption And Its 

Effect On Organizational Performance’ in accordance with the Universities and 

University Colleges act 1971 and the Constitution of the Universiti Putra Malaysia 

[P.U.(A)106] 15 March 1998.The committee recommends that the candidate be 

awarded the Degree of Master Science (Accounting). 

 

Members of the Thesis Examination Committee were as follows: 

 

Dr. Ahmed Razman bin Abdul Latiff 

Graduate School of Management 

Universiti Putra Malaysia, Selangor 

(Chairman) 

 

Assoc. Prof. Dr. Aini Aman 

School of Accounting 

Faculty of Economics and Management 

Universiti Kebangsaan Malaysia, Selangor 

(External Examiner) 

 

Prof. Dr. Mohamad Zain Mohamed 

Graduate School of Management 

Universiti Putra Malaysia, Selangor 

(Internal Examiner) 

 

Dr. Azmawani Ab Rahman 

Head, Department of Marketing and Management 

Faculty of Economics and Management 

Universiti Putra Malaysia, Selangor 

(Internal Examiner) 

 

Foong Soon Yau, PhD 

Deputy Dean 

Graduate School of Management 

Universiti Putra Malaysia, Selangor 

(Representative of the Supervisory Committee/Observer) 

  

       _______________________  

       Foong Soon Yau, PhD 

Professor/Deputy Dean 

       Graduate School of Management 

       Universiti Putra Malaysia 

 

       Date: 

 



© C
OPYRIG

HT U
PM

viii 

 

This thesis submitted to the Senate of Universiti Putra Malaysia has been accepted as 

partial fulfillment of the requirement for the degree of Master of Science.  The 

members of the Supervisory committee are as follows: 

 

Foong Soon Yau, PhD 

Professor 

Graduate School of Management 

Universiti Putra Malaysia 

(Chairman) 

 

Rosmila Senik, PhD 

Faculty of Economics and Management 

Universiti Putra Malaysia 

(Member) 

 

 

 

 

 

     ________________________________  

ARFAH SALLEH, PhD, FCPA (Aust) 

Professor/Dean 

     Graduate School of Management 

     Universiti Putra Malaysia 

 

     Date: 

 

 

 

 

 

 

 

 

 

 

 

 



© C
OPYRIG

HT U
PM

ix 

 

DECLARATION 

 

I hereby declare that the thesis is based on my original work except for quotations 

and citations, which have been duly acknowledged. I also declare that it has not been 

previously or currently submitted for any other degree at UPM or other institutions. 

 

 

 

 

  

……………………………… 

(SAIRA KHARUDDIN) 

 

               Date:                     

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



© C
OPYRIG

HT U
PM

x 

 

TABLE OF CONTENTS 

         

                            Page   

ABSTRACT            ii 

ABSTRAK           iv 

ACKNOWLEDGEMENT         vi 

APPROVAL                     vii 

DECLARATION                     ix 

 

TABLE OF CONTENTS ......................................................................................... x 

LIST OF TABLES .............................................................................................. xiv 

LIST OF FIGURES ............................................................................................ xvi 

LIST OF ABBREVIATIONS ............................................................................ xvii 

 

CHAPTER 1........................................................................................................... 1 

INTRODUCTION ................................................................................................... 1 

1.0 Background of the study ................................................................................... 1 

1.1 Accounting information system (AIS) and ERP system ........................................ 5 

1.2 Enterprise Resource Planning (ERP) development ..............................................10 

1.3 An overview of ERP Adoption in Malaysia .........................................................17 

1.4 Problem Statements ............................................................................................20 

1.4.1 Lack of users involvement ...........................................................................22 

1.4.2 Inefficient project and change management .................................................23 

1.4.3 Insufficient testing.......................................................................................24 

1.5 Objectives of Study .............................................................................................27 

1.6 Significance of Study ..........................................................................................28 

 

CHAPTER 2..........................................................................................................33 

LITERATURE REVIEW ........................................................................................33 

2.0 Introduction .....................................................................................................33 

2.1 Institutional theory ..............................................................................................36 

2.1.1 Coercive Isomorphism ................................................................................39 

2.1.2 Mimetic Isomorphism .................................................................................40 

2.1.3 Normative isomorphism ..............................................................................41 



© C
OPYRIG

HT U
PM

xi 

 

2.2 Factors affecting Information System adoption – Evidence on Institutional theory 

influences...........................................................................................................................42 

2.3 Transaction Cost Theory .....................................................................................51 

2.4 Economic factors affecting Information System (IS) adoption .............................53 

2.5 ERP Systems Critical Success Factor ..................................................................60 

2.5.1 Top Management support ............................................................................61 

2.5.2 Users’ acceptance and involvement .............................................................62 

2.5.3 Effective communication .............................................................................64 

2.5.4 Effective System Project development and management ..............................65 

2.5.5 Change management ...................................................................................68 

2.5.6 Clear goals and objectives ...........................................................................69 

2.5.7 Vendor support ...........................................................................................70 

2.6 Information System and Organizational Performance ..........................................71 

2.6.1 System Usage..............................................................................................72 

2.6.2 User Satisfaction .........................................................................................74 

2.7 Effects of ERP on organizations’ performance ....................................................76 

2.8 Conclusion..........................................................................................................84 

 

CHAPTER 3..........................................................................................................85 

RESEARCH FRAMEWORK .................................................................................85 

3.0 Introduction .....................................................................................................85 

3.1 Perceived benefits on ERP adoption and isomorphism ........................................87 

3.2 Hypotheses Development ....................................................................................90 

3.2.1 Economic-based Benefit hypotheses ............................................................90 

3.2.2 Institution-based Factor hypotheses .............................................................93 

3.2.3 Economic factors influence .........................................................................98 

3.2.4 Hypotheses on the impact of ERP adoption decision on organization’s 

performance ...............................................................................................................99 

3.2.5 Mediating factors on the relationship between ERP adoption and 

organizational performance: user’s satisfaction and system usage ............................. 100 

 

CHAPTER 4........................................................................................................ 105 

RESEARCH METHODOLOGY .......................................................................... 105 

4.0 Introduction ................................................................................................... 105 

4.1 Research Design and Method ............................................................................ 105 

4.2 Sample and unit of analysis ............................................................................... 106 



© C
OPYRIG

HT U
PM

xii 

 

4.3 Research Instrument ......................................................................................... 109 

4.4 Pre-testing of Questionnaire .............................................................................. 109 

4.5 Measurement Scale ........................................................................................... 110 

4.6 Research Variables and their operational definitions.......................................... 111 

4.6.1 Independent Variables ............................................................................... 112 

4.6.2 Dependent Variables ................................................................................. 116 

4.6.3 Mediating Variables .................................................................................. 119 

4.7 Reliability ......................................................................................................... 121 

4.8 Method of Analysis ........................................................................................... 121 

 

CHAPTER 5........................................................................................................ 122 

RESULTS AND DISCUSSION ............................................................................ 122 

5.0 Introduction ................................................................................................... 122 

5.1 Late response bias test ...................................................................................... 122 

5.2 Reliability test................................................................................................... 125 

5.3 Descriptive analysis .......................................................................................... 126 

5.3.1 Profile of respondents................................................................................ 126 

5.3.2 ERP Applications Adopted ........................................................................ 129 

5.3.3 Reasons for Non ERP System Adoption .................................................... 130 

5.3.4 Organizational Performance ...................................................................... 131 

5.3.5 System Usage............................................................................................ 133 

5.3.6 User Satisfaction ....................................................................................... 134 

5.3.7 Economic-based benefits ........................................................................... 135 

5.3.8 Institutional factors ................................................................................... 138 

5.4 Inferential analysis ............................................................................................ 142 

5.4.1 Normality Test .......................................................................................... 142 

5.4.2 Test for Homogeneity of Variance (Homoscedasticity) .............................. 143 

5.5 Correlation between variables ........................................................................... 145 

5.6 Test for Multicollinearity .................................................................................. 145 

5.7 Logistic Regression of economic-based benefits and institutional factors on ERP 

adoption 146 

5.8 Impact of economic benefits and institutional pressure on ERP system adoption150 

5.9 Relationship between ERP System adoption and Organizational performance ... 151 

5.10 Mediation Effects of System usage and Users’ satisfaction on the ERP-

Performance Relationship ................................................................................................ 152 

5.10.1 Mediation effect of system usage ............................................................... 153 



© C
OPYRIG

HT U
PM

xiii 

 

5.10.2 Mediation effect of users’ satisfaction ....................................................... 154 

5.11 Summary and discussions of the results ............................................................. 156 

 

CHAPTER 6........................................................................................................ 166 

CONCLUSION .................................................................................................... 166 

6.0 Introduction ................................................................................................... 166 

6.1 Research Summary ........................................................................................... 166 

6.2 Theoretical implications .................................................................................... 169 

6.3 Practical implications ........................................................................................ 170 

6.4 Limitations of the study .................................................................................... 174 

6.5 Recommendations for future research ............................................................... 175 

6.6 Conclusion........................................................................................................ 176 

 

BIBLIOGRAPHY                                                                                                     177 

 

LIST OF APPENDICES                                                                                           191 

 

 

  


	FACTORS INFLUENCING ENTERPRISE RESOURCE PLANNING (ERP) ADOPTION AND ITS EFFECT ON ORGANIZATIONAL PERFORMANCE
	ABSTRACT
	TABLE OF CONTENTS
	CHAPTER
	BIBLIOGRAPHY



