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Abstract

The study aimed at analysing the impact of Enterprise Resources Planning (ERP) system
effectiveness on achieving better organizational performance in the Hashemite foundation for
human development by analysing the effectiveness dimensions of ERP system (Information
quality, System quality, User satisfaction). In order to achieve the study goal the researchers
has designed questionnaire to collect preliminary data, consisting of 25 paragraphs and
distributed to the members of the study sample. The study sample contains the entire
department that uses ERP in the Jordanian Hashemite fund for human development. The
study found a significant relationship between effectiveness of ERP and their combined
impact on organizational performance

Keywords: ERP system, Effectiveness, Jordanian Hashemite fund for human development
(JOHUD)

1. Introduction

It has become imperative for organizations to increase the effectiveness in light of the
significant global competition, ERP is one of the tools organization must use to increase this
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effectiveness, ERP have been designed to increase and enhance the competitive advantage by
providing an accurate information for organization when it needed (Kennerely & Neel, 2001)

ERP helps an organization to integrate information flows, operations and processes all
resources accessible, However many organizations uses ERP software solution to gain
integration among departments, functions and even data flow rather than creating a tough
customized solution that can accomplish all requirements of business organization.

Different types of organizations today are taking advantages of ERP, on the other hand there
are several modules in an ERP software; manufacturing, Finance, human resources, supply
chain, customer relationship management, warehouse management etc. moreover ERP
software can suite deferent industries, thus the people who are working in some specific
industries such as healthcare, manufacturing, garment house, schools, accounts etc. can
implement this in their work place.

The Jordanian Hashemite fund for human development (JOHUD) is one of the foundations
that has implemented ERP in its different units in Jordan, established in 1977as an
independent, leading non-profit, non-governmental organization, dedicated to promoting
rights-based sustainable human development in Jordan.

Across Jordan and through a network of 50 community development centres, the approach of
JOHUD is place people at the centre of the development process, and encourages them to
play a leading role in defining and pursuing their own ideas.

This study was based on the reason that the (JOHUD) has applied ERP systems, aiming to
planning and optimum utilization of human and financial resources. The project of ERP
system has cost (JOHUD) 200,000 Jordan Dinar of its budget.

This study aims at understand and analyze the role of ERP system on the organizational
performance using the ERP effectiveness metrics by considering the ERP effectiveness as an
independent factor and the organizational performance as an dependent factor

2. Background

An Enterprise Resource Planning (ERP) system is a magic solution organizations can use to
integrate its business functions Fosser (2011) and colleagues named the ERP systems as a
“Vanilla” software (e.g. an SAP ERP system) that have become the best solution for
organization to integrate its business function, his research based on the gquestion what will
happen to the competitive advantage if all the organizations uses this solution. Hassabelnaby ,
Hwang, Vonderembse (2012) examine whether the implementation of ERP impacts both
business strategy and organizational capabilities which enhances firm performance, after a
secondary data collected from more than 400 firms the study found that ERP implementation
has a positive impact when a firm employs a prospector business strategy that will lead to
enhances the firm's ability to achieve higher levels of financial performance moreover the
study reports the mediating effect of business strategy and organizational capabilities on the
relationship between ERP implementation and firm performance. The result of this study was
the same of Nicolaou & Bhattacharya (2006) who found after an empirically examination
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over 247 firmsthat ERP-adopting firms, which initiate early enhancements in the form of
either add-ons or upgrades, may enjoy superior differential financial performance in
comparison to other ERP-adopting firms' differential performance, the study tested a
hypothesis that has been substantiated in the research that both nature and the timing of
ERP systems implementation changes represent significant conditions for ERP post
implementation success. Unlike these results Nooredin Etezady (2011) examined the impact
of ERP systems implementation on financial performance of public companies over a period
of four years and found that ERP implementation did not affect significantly financial
performance of the firms that had implemented ERP. This study results can contribute to
improved decision-making and setting ERP expectations at the time of ERP purchase. Same
as a dissertation in the subject of ERP and its impact on organizational financial
performance , the research analysis of data showed that deployment of ERP systems did not
affect financial performance of organizations significantly when measured over a four-year
post-adoption period, the study two independent variables and four dependent variables that
represent organizational performance were defined in the thesis. Return on asset, return on
investment, return on sales, and cost of goods sold over sales measured organizational
performance. ERP implementation status and ERP scope (independent variables) affected
dependent variables. Etezady, Nooredin (2008). Furthermore in the Romanian case study of
the best practice Dumitru and colleagues (2013) suggested that the Romanian managers and
IT employees to become more aware of how they can leverage their ERP system to
exploit its fuller potential, and regarding the importance of the organizational context for the
implementation and post implementation processes, this study aims to investigate how the
evolution of both organizations and systems transforms the case of ERP implementation in
best practices in management and accounting in an emerging economy, the study illustrate
how the ERP system in one side and the case organization in another side evolved that
consequently led to improving organizational performance.

The dependent variable used in the research model below have been selected based on
number of researches made in ERP; (Chain - Son Yu, 2005), (Tsai, W., Chen, S., Hwang, E.,
& Hsu, J...2010), (Princely Ifinedo, Nazmun Nahar, 2009)

As for the independents factors was used from number of researcher in the field of
organizational performance (Hansen, G. S. and Wernerfelt, B., 1989) (Ababneh, R.A (2008)
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3. Research Model

ERP Effectiveness

R

Organizational Performance

Figure 1

3.1 Research Methodology

This study depends on an empirical study, the research model above shows the dependent
variable; ERP systems effectiveness measured by information quality, system quality and
customer satisfaction, affected by the independent variable the organizational performance
measured by organizational effectiveness, organizational efficiency and organizational
productivity.

4. Context and Research Population

The study population is consisted of all the departments that implement ERP in JOHUD.
JOHUD is consisted of 50 units with 678 staff members distributed in ten Province, 12 units
only has implemented ERP systems. The 678 staff members are distributed depending to the
following percentages according to their field. only the staff who use the ERP has been used
in this study; 16.5% in central offices, 48.2% in CDCs and the field, 17.6% in ZENID, 17.7%
other operations. 60% of JOHUD staff is development professionals and field staff. 40% of
JOHUD staff is administrative support staff.
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200 questionnaires has been distributed in the 12 units of JOHUD, 192 questionnaires were
collected. The table below describes the demographic information about the study population
according to the distribution of sex, age educational level, the current position in the
organization and the years of work with the ERP system

Table 1.Demographic Information

Variable Category Repetition | %
Sex Male 60 61%
Female 30 29%
Total 90 100
Age 26-35Y 54 56%
36-45Y 29 30%
46 and over 13 13%
Total 99 99%
Educational level Diploma 28 28%
Bachelor 65 66%
Graduates studies | 3 3%
Total 96 100
Current position in Organization | Manager 3 3%
Employee 93 93%
Years of work with ERP Less than one year | 2 2%
1-3 years 90 90%
Total 92 100%

5. Study Tools and Sources of Information

In order to collect information about the role of ERP effectiveness in achieving better
organizational performance two main resources have been used; the literature written in field
of ERP and its relationship to the organizational performance which cover the theoretical side
of the study, and the questionnaire that have been designed according to the results of
research made in ERP field, this tool have been used order to cover the empirical side of the
study.

The questionnaire is consisted of three main parts, the first part include the demographic
information divided as mentioned in the figure above. The second part was about the
dependant variable; ERP effectiveness measured by three factors; information quality, system
quality and customer satisfaction. The third part of the questionnaire was about the
independent variable organizational performance that was measured by three factors;
effectiveness, efficiency and productivity.

Likert scale have been used because its one of the most commonly used metrics to measure
the opinion in studies and it is also easy to understand by respondents. The table below
identifies the grades of response used in the study:
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Table 2. Likert scale

Strongly agree | Agree Neutral | Don’t agree | Strongly don’t agree

1 grade 2 grades | 3 grades | 4 grades 5 grades

In order to answer the study question and to test the research hypothesis number of statistical
methods have been used; Cronpagh alpha to test the stability factor, the descriptive statistical
methods (mean, duplicates and percentages) to find out the level of each factor, multiple
regression and simple regression, the other statistical method that have been used was the
correlation coefficient to measure the relatedness of the research variables with each other.

The table below identify the Crombagh Alpha for the study factors to ensure its validity
Table 3. Cronbach Alpha

The factor Number of paragraphs | Alpha coefficient
Quality of information 3 0.74
Quality of the system 5 0.78
Customer satisfaction 3 0.85
Organizational performance 15 0.75
Mediterranean to the tool as a whole | 25 0.79

The table above shows that the alpha was 0.79 so it was grater than the accepted value;
(Alpha 0.60).

6. Hypothesis Testing and Results

The below section aimed at presenting the result of the statistical analysis that the study has
found by using the SPSS.

The following are the results of hypothesis testing divided according to the factors of the
research model

6.1 Results Presentation of the Factor of Effectiveness of the ERP Systems According To the
Quality of Information

The standard deviation, average and the level of evaluation of paragraphs have been used to
test the factor of ERP effectiveness according to the factor of information quality. The table
bellows identify these values according to the response of the study population (canters that
uses ERP systems in JOHUD)

Table 4. Testing the ERP system effectiveness paragraphs according to information quality

The paragraph Average | Standard T test Level of | The The importance
deviation evaluation paragraph | of paragraph

The information that | get | 4.021 0.31 121.361 | High 1 1

form ERP is

understandable

The number of errors in the | 4.01 0.37 89.51 High 2 3
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ERP systems is acceptable

The information of ERP | 4.00 0.41 110.31 | High 3 2
covers different areas in
my work

The overall average 4.01

Table 4 above present the analysis of the paragraphs about the information quality depending
on the response of the study population (centers that uses the ERP system in JOHUD)
where the averages ranged from (4.00 and 4.021) comparing to the overall average of this
factor that equal (4.01) in which the paragraph (The information that I get form ERP is
understandable) get the first importance level with the average of (4.021) and with (0.31)
standard deviation comparing to the overall average (4.01). On the other hand the paragraph
(The number of errors in the ERP systems is acceptable) has get the least importance level
with average (4.01) and (0.37) standard deviation, comparing to the overall average (4.01) for
the factor of information quality. However the averages of the all the paragraphs was high.

6.2 Results Presentation of the Factor of Effectiveness of the ERP Systems According To the
Quality of the System

The standard deviation, average and the level of evaluation of paragraphs have been used to
test the factor of ERP effectiveness according to the factor of system quality. The table
bellows identify these values according to the response of the study population (centers that
uses ERP systems in JOHUD.

Table 5. Testing the ERP system effectiveness paragraphs according to systems quality

The paragraph Average | Standard T Level of | The The

deviation test | evaluation paragraph | importance of
paragraph

The ERP information is valuable | 3.84 0.55 68 | High 1 4

for different managerial

decisions

The ERP system is flexible in | 3.89 0.59 72 | High 2 3

which it can deal with different

situations and circumstances

The ERP system can help in | 3.80 0.53 62 | High 3 5

achieving employee needs

The ERP system provide the | 3.90 0.58 65 | High 4 2

needed information in the mean

time

The ERP is an ease to use | 4.07 0.44 90 | High 5 1

system

The overall average 3.9215

Table 5 above present the analysis of the paragraphs about the system quality depending on
the response of the study population (centres that uses the ERP system in JOHUD) where the
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averages ranged from (3.80 and 4.07) comparing to the overall average of this factor that
equal (3.92) in which the paragraph (The ERP is an ease to use system) get the first
importance level with the average of (4.07) and with (0.44) standard deviation comparing to
the overall average (3.92). on the other hand the paragraph (The ERP system can help in
achieving employee needs) has get the least importance level with average (3.80) and (0.53)
standard deviation, comparing to the overall average (3.92) for the factor of system quality.
However the averages of the all the paragraphs were high...

6.3 Results Presentation of the Factor of Effectiveness of the ERP Systems According To the
User Satisfaction

The standard deviation, average and the level of evaluation of paragraphs have been used to
test the factor of ERP effectiveness according to the factor of customer satisfaction. The table
bellow present the analysis of the paragraphs about the user satisfaction depending on the
response of the study population (centers that uses the ERP system in JOHUD) where the
averages ranged from (3.46 and 4.01) comparing to the overall average of this factor that
equal (3.92) in which the paragraph (My company helps me in better using of ERP by
participating in a ERP presentation) get the first importance level with the average of (4.01)
and with (0.76) standard deviation comparing to the overall average (3.76). On the other hand
the paragraph (IT department in my company helps in solving the problem that may face the
ERP system) has get the least importance level with average (3.46) and (0.85) standard
deviation, comparing to the overall average (3.76) for the factor of user satisfaction. However
the averages of the all the paragraphs was high.

Table 6. Testing the ERP system effectiveness paragraphs according user satisfaction.

The paragraph Average | Standard Ttest | Level of | The The importance
deviation evaluation | paragraph | of paragraph

IT department in my | 3.46 0.85 40.100 | High 1 2

company helps in solving

the problem that may face

the ERP system

My company helps me in | 4.01 0.76 52.303 | High 2 1

better using of ERP by

participating in a ERP

presentation

The overall average 3.76

This exercise has strengthened communication and cooperation between the centres, and with
JOHUD itself. The cluster approach has also been successful in differentiating between
geographical locations and strategic priorities. As we well know, there is no ‘one size fits all’
solution to the development challenges that communities are facing. Within the three
clusters of centres, we are trying to be more sensitive to these varying needs and challenges,
and to reflect this awareness in more innovative and responsive projects and programs.
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7. Hypothesis Testing

In order to test the research hypothesis the regression and multiplies regression have been
used to test the effect of the dependent and independent variable on each other.

Main Hypothesis one: there is NO statistical significant effect of all the factors of ERP
effectiveness (system quality, information quality, user satisfaction) altogether on improving
the organizational performance.

To test this hypothesis multiple regression have been used to test the effect of all the factors
of ERP effectiveness on improving organizational performance in (JOHUD)

The below table identify the results of the multiple regression.

Table 7. H1 multiple regression

ERP effectiveness factors | Systems quality | Information quality | User satisfaction
B value 0.2 0.1 0.5

The effect has statistical significances when the level is (.05 > a)
The correlation coefficient was = 0.75 and the F calculated was= 38.22
The coefficient determination was = (R2) 50 and the Sig =0.00

The table above test the effect of the factors of ERP effectiveness altogether on improving the
organizational performance in (JOHUD). The results shows that there is a significant effect of
the factors of ERP in improving the organizational performance in which the R value for all
the factors together was 0.75 at the level of (.05 > a) and that means that there is an effect
of all the factors of ERP effectiveness on improving the organizational performance in
(JOHUD). However the determination coefficient was (0.50) and that means that (0.50) of the
changes in the organizational performance was because of the changes in the factors of ERP
effectiveness. The (Beta) values showed in table (7) above shows the value of effect which
means that the increase in one degree in any factor of ERP effectiveness (system quality,
information quality and user satisfaction) will result increasing in one degree in improving
the organizational performance in B value, furthermore the F calculated value that equal
(38.22) also confirm the moral effect of the ERP effectiveness factors on improving the
organizational performance also.

All the above values can be used to reject the first hypothesis: there is NO statistical
significant effect of all the factors of ERP effectiveness (system quality, information quality,
user satisfaction) altogether on improving the organizational performance. And accept the
hypothesis that suppose an effect of the ERP factors on organizational performance at the
level (.05 > a)

Sub hypothesis one :( Hol) there is NO statistical significant effect of the information quality
on improving organizational performance at the level (.05 > a)

In order to test the above hypothesis the simple regression have been used in order to test the
effect of information quality on improving organizational performance, furthermore the (Rz2)
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have been used to explain the effect among the dependent and independent factor.

Table 8. Hol testing values

The effect of information quality | Correlation Coefficient of | F (B) Regression | Sig
on improving organizational | Coefficient determination (R2) | calculated | coefficient
performance 0.56 0.33 44.2 0.58 0.00

The effect can be considered as statistically significant at the level of (.05 > a)

The table above shows a statistical significant effect of information quality on improving
organizational performance in which the correlation coefficient was 0.56 at the level of

(.05 > a). However the (Rz2) coefficient determination was 0.33 that means that (0.33) from

the changes on improving organizational performance comes as a result from  the change
in information quality of ERP system in (JOHUD). The B beta on the other hand was (0.58)
that means statistically that an increase with one degree in information quality of ERP will
result in increase in (0.58) in improving the organizational performance.

The (F) calculated that were (44.2) confirming the moral effect of the information quality of
ERP system on improving the organizational performance.

Sub hypothesis two :( Ho2) there is NO statistical significant effect of the systems quality on
improving organizational performance at the level (.05 > a)

In order to test the above hypothesis the simple regression have been used in order to test the
effect of systems quality on improving organizational performance, furthermore the (R2) have
been used to explain the effect among the dependent and independent factor.

Table 9. Ho2 testing values

The effect of systems quality on | Correlation Coefficient of | F (B) Regression | Sig
improving organizational | Coefficient determination (R2) | calculated | coefficient
performance 0.70 0.50 86.2 0.70 0.00

The effect of systems quality on improving organizational performance can be considered as
statistically significant at the level of (.05 > a)

The table above shows a statistical significant effect of systems quality on improving
organizational performance in which the correlation coefficient was 0.70 at the level of (.05 >

a). However the (Rz2) coefficient determination was 0.50 that means that (0.50) from the

changes on improving organizational performance comes as a result from  the change in
systems quality of ERP system in (JOHUD). However the B beta was (0.70) and that means
statistically that an increase with one degree in systems quality of ERP will result in increase
in (0.70) in improving the organizational performance. The (F) calculated that were (86.2)
confirming the moral effect of the systems quality of ERP system on improving the
organizational performance.
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Sub hypothesis three :( Ho3) there is NO statistical significant effect of user satisfaction on
improving organizational performance at the level (.05 > a)

In order to test the above hypothesis the simple regression have been used in order to test the
effect of user satisfaction on improving organizational performance, furthermore the (R2)
have been used to explain the effect among the dependent and independent factor.

Table 10. Ho3 testing values

The effect of user satisfaction on | Correlation Coefficient of | F (B) Regression | Sig
improving organizational | Coefficient determination (R2) | calculated | coefficient
performance 0.52 0.27 32.2 0.52 0.00

The effect of user satisfaction on improving organizational performance can be considered as
statistically significant at the level of (.05 > a)

Table (10) above shows a statistical significant effect of user satisfaction on improving
organizational performance in which the correlation coefficient was 0.52 at the level of (.05 >

a). However the (R2) coefficient determination was 0.27 and that means that (0.52) from

the changes on improving organizational performance comes as a result from the change in
user satisfaction of ERP system in (JOHUD). However the B beta was (0.52) and that means
statistically that an increase with one degree in user satisfaction of ERP system will result in
increase in (0.52) in improving the organizational performance.

The (F) calculated that were (32.2) confirming the moral effect of user satisfaction of ERP
system on improving the organizational performance.

8. Results and Conclusion

The study aims at answering the main hypothesis and it found many answers that help in
understand the research problem; the most important result was that the information quality
of ERP system has a noticeable and high effect on the organizational performance in which
the average was (4.02) it was in the first level comparing to the other factors used in the study;
systems quality and user satisfaction. This result indicate the importance of information
quality provided by the ERP system for the system user, furthermore the study found that
the level of the effect of systems quality have the second level after the information
quality comparing to the other factors used in the study, in which the average for this factor
was (3.92). As for the user satisfaction of ERP system have the third and least level of effect
on organizational performance comparing to the other factors used in the study in which the
average for this factor was (4.03).

As a result of all the above indicators the main finding for this study was that there is a
statistical and noticeable effect of ERP effectiveness factors all together (information quality,
systems quality and user satisfaction) on organizational performance at statistical acceptance
level of (.05 > a). On the other hand each factor of ERP effectiveness separately ((information
quality, systems quality and user satisfaction) has an effect on organizational performance at
the statistical acceptance level of (.05 > a).
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By using all the above results the study recommends the companies that aim to achieve
best results of using ERP system to put on its consideration the factors of ERP effectiveness
( information quality, systems quality and user satisfaction ). However in order to achieve
best results of ERP  systems users must be well trained and developed to use the system in a
better way, the well trained and educated human resource is one of the most important
resource in Jordan but it still needs more training about the use of ERP system. User
involvement in ERP system may also help in providing more effective ERP that leads for
better organizational performance in (JOHUD).

The study also recommend the IT department in (JOHUD) to try to find better solution for the
ERP user problems and that maybe achieved more by user involvement.
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