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Abstract 
 

In this research we have studied the impact of ERP systems on accounting process of 50 

companies in which ERP systems have been implemented. Those companies were selected out 

of a list of ERP implemented companies which was obtained from a reputed ERP service 

provider in Sri Lanka. Quantitative research approach is to be adopted and the study is 

conducted under survey design. Data will be provided regarding focused context using direct 

and indirect data sources and will be analyzed. This study examines the underlying reasons 

why companies choose to convert from a conventional information system to an ERP system 

and the changes brought, particularly in the accounting process. Further it looks over the 

benefits and drawbacks associated with the usage of ERP systems. The pragmatic evidence 

confirms a number of changes in the accounting process introduced with the implementation 

of ERP systems. 
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1.   Introduction 
 

 

With the technological development, businesses moved from manual operations to e- operations. 

As a result of advanced technological development, ERP systems which consist with integrated 

business modules that ease the conduct of operations, communication and financial reporting in 

a business context were introduced. Contemporary some businesses have implemented the 

system whereas some have not. Thus, this study intends to investigate what drives the tendency 

of implementation, the reasons for not implementing and the changes that have been made in 

contrast with traditional business context with the related to benefits and drawbacks. 

 
ERP system provided distinctive advantages compared to conventional information systems 

which are catered for the contemporary competitive business environment and technological 

environment. This study is focused on investigating via an exploratory survey the underlying 

reasons why companies chose to convert from conventional information systems to ERP 

systems and the changes brought in, particularly in accounting process and the issues 

encountered in the usage of ERP systems. 

 

Research Questions 
 

 

This  research  designed  on  “ERP  systems’  impact  on  accounting  process  in  Sri Lankan 

companies”. The main emphasis is on the companies who have already implemented ERP 

systems. This aims to provide answers to the following questions gathering evidence from the 

experiences of companies operating in Sri Lanka. 

 

1.   What causes the companies to convert from conventional information systems to ERP 
 

systems? 
 

2.   What changes has the adoption of ERP systems brought in the accounting process? 
 

And to what extent has the application of ERP systems influence accounting process? 
 

3.   What are the issues that the companies are facing in the usage of ERP systems? 
 

 

Research Objectives 
 

 

1.   Identify the key factors affecting the implementation of ERP systems in Sri 

Lankan companies? 

2.   Identify the changes due to the usage of the ERP systems in accounting context within 
 

Sri Lankan companies? 
 

3.   Discussion on the key issues faced by companies in using ERP systems and the changes 
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that should be implemented in the ERP systems as per the users’ opinions? 
 

 

Significance of the Study 
 

 

Nowadays, the manufacturing companies are facing a higher level of competition which is 

driven through the ever – more demand of the customers. As a result of that ERP system has 

become a critical factor among them. ERP system is the integration of the corporate functions 

of the organizations which will help in tracking its supply chain activities from the initial step 

of  inventory purchase  to  processing  and  final shipment  to  customer  while  covering  the 

accounting  context  as  well.  In  nutshell  ERP  has  become  the  backbone  of the  business 

intelligence for organizations by giving  managers an integrated view of the organization 

process. 

 

This study is focused on investigating via an exploratory survey the underlying reasons why 

companies choose to convert from conventional information systems to ERP systems, reasons 

for ERP systems’ success or otherwise and the changes brought in, particularly in accounting 

process and the issues encountered in the usage of ERP systems. The study examines to what 

extent the introduction of the ERP has helped companies to achieve their focusing attention on 

changes in accounting practices. The positivistic Approach is used for research analysis. 

 

The population selected for this analysis is the Public listed companies and the Private Limited 

companies who have implemented ERP systems. Out of the population 50 companies were 

selected as the sample for the research excluding Banking and Finance sector companies, as 

they are operating in different kinds of systems. 

 

There have been many researches carried out from different perspectives regarding 

implementation of ERP systems in previous studies carried out by many researchers. But still 

no one has conducted a proper full-fledged research on the Sri Lankan context. 

 

Having discussed the research problem and objectives relevant to impact of ERP systems on 

the Accounting process in Sri Lankan companies and next the literature review provides a 

review of the relevant prior studies. Research methodology is then discussed. Thereafter, the 

research findings are presented. Finally, the conclusion, limitations and offers implications for 

future research. 

 
2.   Literature Review 
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Advances in information technology, recent changes in business environment, globalization, 

deregulation, and privatization have become challenges to businesses for their operations. 

Factors like success and competition have forced companies to react to the new changes, in 

order to be successful and competitive. The implementation of an Enterprise Resource planning 

(ERP) system improves information flow, reduce costs, establish linkage with suppliers and 

reduce response time to customer needs.  

 

Defining an ERP System 

 

 

Marnewick and Labuschagne (2005) argue that an ERP system should not only be 

regarded as an information system (IS), but also, in order to be effectively 

implemented should be regarded as an integrated business system that surrounds all 

business functions. The same scientists define ERP as a software package that 

combines both business processes and information technology (IT) features. 

 

Mostafa Kamal Hassan, Samar Mouakket, (2016) found that ERP system as a design 

archetype, seems to  impose  its values,  norms and  working  philosophy on an 

organization with  its implementation by that it can lead to a colonization change 

rather an evolutional change which make a fundamental disruption of the existing 

design archetypes followed by changes in subsystems and interpretive schemes. 

 

Colonization occurs as a result of the imposition of certain values through 

legislation and without prior consultation with organizational participants and is 

led by organizational participants who have power over the organization’s design 

archetypes (e.g. top management) 

 

ERP system, created changes in the organizational structure, control systems and 

decision- making processes (design archetypes), as well as changes in the 

employees’ actions in the organization (subsystems) that may create a discourse 

across an organization’s employees. 
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Figure 1: Enterprise Resource Planning System 

 

Source: Davenport (1998) 

 

 

Benefits of an ERP System 
 

 

ERP system acquisition and implementation generally enhance productivity and working 

quality, since the system offers standardization and simplification in multiple, complicated 

operational procedures across the company (Nah et al., 2001). Moreover, information can 

easily be transferred, shared and exchanged among users who are working at different business 

divisions (Amoako-Gyampah, 2007; Kemp and Low, 2008). In general, the literature has 

identified the following potential benefits of ERP system implementation (Al-Mashari et al., 

2003; Amoako-Gyampah, 2007; Chang, 2004; King, 2005; Scott and Kaindl, 2000; Umble et 

al., 2003): 

 

Benefits include, improved coordination across functional departments, increased efficiency in 

doing business, reduced operating costs (lower inventory control cost, lower production costs, 

lower marketing costs, lower help desk support costs), facilitation of day-to-day management, 

rapid access to information for decision making and managerial control and Support of strategic 

planning (through the planning of available resource).    

 

 

Vathsala Wickramasinghe Manoja Karunasekara, (2012), it  was found that ERP systems 

significantly affect the problem solving support as ERP systems consist with integrated central 
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database,  which collects data from,  and  feeds data into  modular  applications supporting 

virtually all of an organization’s business activities across functions, across business units and 

across the world. It was also revealed that ERP product performance increases job discretion 

and procedural formality, cross-functional integration and management visibility. 

 

Also found that IS has a positive impact by giving the user a better understanding of the 

decision context. where richness of information provided by the system provides managerial- 

level end-users’ with information that were not previously known but are relevant in making 

decisions and allows them to make better decisions and analyze more alternatives in a greater 

depth than before. 

 

Factors affecting to implementation of ERP systems 
 

 

The research findings indicate that the most common reasons for the implementation of 

 

Information systems were lack  of accuracy of previous system,  reduction of number  of 

different systems, eliminate redundant data entry and reduce data errors. Further, another 

important motive was the “development of business process” which is a very strategic one and 

usually requires business process restructuring in some extent. The higher quality of 

information  from ERP  systems provide better support  for overall strategic planning  and 

operational planning. Moreover, the integrated systems and the higher level of the system 

functionality provide greater support for general information reporting and organizational 

flexibility and efficiency. Comparing ERP users and non-ERP users it is observed that both 

have a very high level of satisfaction for data collection. There is still high satisfaction with 

performance for reporting and analysis. There is noticeably less satisfaction for budgeting tasks 

for non-ERP users than the ERP users. A greater level on information integration, flexibility in 

information access and greater functionality provided by ERP systems but little influence on 

the use of new accounting practices. (Galani, Gravas & Antonios 2010) 

 

Maruf et al. (2010) identify two predominant factors that have motivated the companies for the 

implementation of the ERP system. They are simple and standardized syst em and ERP system 

improve the interaction and communication with suppliers and customers. As per Maruf, it 

requires a greater commitment of money and time to move into ERP system which is more 

significant or the smaller companies. Most of the smaller companies see this as a barrier to 

enter into ERP system. When considering the types of the modules to implement into ERP 
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system, mainly used modules are Financial Accounting, Material Management and Production 

Planning. 

 

Sharma, S and Daniel, E.M. (2016) ident ified that social, cultural and structural influences have 

led the adaptation of ERP systems by companies beyond traditional technical and economical 

motives. It was found that medium sized companies are exposed to isomorphic pressure of 

mimetic, coercive and normative which comprise with detailed factors that motivates them to 

adopt common practices in the industry which have led to the adaptation of ERPs. 

 

Positive impact on Management Accounting Control Systems through ERP Systems 
 

 

When analyzing the impact of Enterprise Resource Planning Systems on MACs and 

performance of the firms, studies indicate that the implementation of ERPs may bring a number 

of managerial benefits on management accounting and control systems (MACs) arising from 

better planning and control (Shang and Sheddon 2002; Chapman 2005). The purpose of MACs 

is to provide useful information in decision-making; planning and evaluation (Merchant and 

Otley 2006). MACs are comprised of multiple control systems that are inter-dependent and 

work together to form an efficient control package to improve organizational performance 

(Otley 1980; Abernethy and Chua 1996). ERPS can fulfill the dream of many management 

controllers through remote and instantaneous control by real-time information (Quattrone and 

Hopper 2005). 

 

A recent research conducted has suggested that the use of operational ERPs has a direct effect 

on financial performance of the firm but also formal and informal controls boost this effect 

through non-financial performance. (Kallunki, Laitinen & Silvola 2008). It is also found that 

financial module has not often integrated to the ERPs nor has direct effect on firm performance. 

Benefits of operational ERPs can be achieved through MACs and cumulated through non- 

financial performance. As ERPs are expected to lead to productivity and quality improvements 

(Hunton et al. 2003) and to better designed information systems (Arnold 2006), it can also be 

expected that firms should be able to translate the benefits of ERPS into better financial and 

non-financial performance. (Kallunki, Laitinen & Silvola 2008). We find a significant path 

from operational ERPS to both formal and informal controls, which are both linked to non- 

financial performance, which is finally linked to financial performance. The results also show 

that a good non-financial performance improves the financial performance of the firm. 
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It can also be expected that a more extensive use of ERPs leads to more extensive use of MACs. 

The more extensive use of financial ERPs significantly improves the non-financial 

performance, but not the financial performance of the firm. These results support the view that 

the use of ERPS has a positive effect to the firm performance (e.g. Hunton et al., 2003; 

Nicolaou and Bhattacharya, 2006; Wier et al., 2007). 

 

Importance of consultant support and knowledge transfer 
 

 

A recent study on factors affecting ERP system implementation highlighted that consultant 

support and knowledge transfer are the two key factors for ERP system success. The 

consultants may improve the performance of ERP systems directly, through their experience 

and technical expertise and indirectly through the effective transfer and sharing of ERP system 

knowledge among various inter-organizational members. (Maditinos, Chatzoudes & Tsairidis 

2010).In other words, the transfer of knowledge from the consultants may raise the level of 

user know-how, then users subsequently should be able to successfully maintain and further 

modify the ERP system without consultant engagement. In order to pursue a successful ERP 

implementation and gain sustainable competitive advantage, companies need to develop their 

internal knowledge capabilities before implementing an ERP system. The building of these 

capabilities will ensure that the knowledge offered by consultants is properly disseminated 

throughout the organization. Organizational practices, culture, and structure should be 

reinforced to address this necessity (Nonaka and Takeuchi 1995). 

 

ERP and Competitive Advantage 
 

 

Charalambos (2004) stated that ERP systems are much broader than the conventional 

Information Systems. Normally ERP systems are catering not only for accounting functions 

and also for Inventory, Sales and Payroll. ERP systems provide details which are reliable and 

it enable the companies to take quick and effective decisions. This study has presented some 

new evidence from companies adopting ERP systems and their impact on accounting processes. 

The survey results suggest that companies adopting ERP systems are driven by the needs of 

this increasing competitive environment in order to survive and succeed. That is, integration 

of applications, real-time information, and particularly information for decision making are the 

underlying motives for ERP adopters. 

 

This further confirms that ERP systems are currently becoming a necessary tool for companies 

to remain competitive in this new business environment rather than constituting a new strategic 
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move. ERP systems also offer the opportunity for companies to re-engineer their activities and 

revamp both their IS and practices. The empirical evidence confirms a number of changes in 

the  accounting  processes  introduced  with  the  adoption  of ERP  systems.  This  is  further 

reinforced by respondents’ most highly rated perceived benefits for adopting ERP systems. 

That is the integration of accounting applications, increased flexibility in information 

generation, and improved quality of financial reports and decisions based on timely and reliable 

accounting information. 

 

According to the previous researchers, ERP is an integrated business system, which standardize 

and simplifies all business processes. There are several reasons which had led to the 

implementation of ERP systems by companies. Through implementing ERP systems, 

Economic reality, timeliness, accuracy and completeness of information has been enhanced as 

well as increasing interaction across the company, improving interaction with the customers 

and improved on time delivers. ERP is an essential tool for remaining and sustaining in the 

dynamic business environment. 

 

Even though the previous research papers have identified the benefits of ERP systems and the 

factors affecting for the ERP implementation within the organizations, those factors are not 

considered for Sri Lankan context. The most considerable factor is that the drawbacks of 

implementation ERP systems have not identified by many of the previous researchers. 

Therefore, in our research, we have selected main objectives as to identify those key factors 

effecting the implementation and the key issues faced by the companies in using ERP systems 

in Sri Lankan companies. 

 

Conceptual Model 
 

 

Based on the literature review, below conceptual model is identified. This study identifies the 

main reasons for the companies to implement ERP systems and the benefits and the drawbacks 

raised for the efficiency of the company’s accounting process. 
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Figure 2: Conceptual Model 
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Source: Author Constructed 
 

 
 

3.   Methodology 
 

 
 

Research Approach 
 
 

Positivistic and the Inductive Approach is used for research analysis. This research will be 

performed in a Quantitative Approach using the Questionnaire on the usage of Enterprise 

Resource Planning systems.
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Population and Sample 
 

 

The population selected for this analysis are the Public listed companies and the Private 
 

Limited companies who have implemented Enterprise Resource Management (ERP) systems. 
 

 

Out of the population 54 companies have been selected as the sample for the research. And this 

research has excluded Banking and finance sector companies for this analysis, as they are 

operating in different kinds of systems. 

 
 

Table 1: Sectors and number of companies 
 

 
 

Sector 

Number of 
 

companies 

  
 

Percentage 

Construction & Engineering  4 7% 

Diversified  8 15% 

Hotels & Travels  2 4% 

Manufacturing  18 33% 

Retail & Wholesale  4 9% 

Services  11 20% 

Telecommunication  6 11% 

Source: Author Constructed 
 

 
 

The above table shows the companies that have been selected for the research. Those companies 

can be categorized in to their relevant sectors and then the percentage of the total sample has 

been identified. The above selected companies are having different types of ERP systems based 

on the nature of the business they are operating. 

 
 

Data Collection 
 

Main source of data collection is using the Questionnaires. Questionnaires are provided to the 

selected Public listed companies and Private limited companies. Questionnaire is designed by 

obtaining the expertise knowledge from one of the ERP systems providers. 

Questionnaire  is  mainly  divided  in  to  four  parts.  First  part  addresses  general questions 

regarding the type of the company and the industrial sector which the company belongs to, 

name of the ERP system implemented, and the main modules implemented.
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Second part of the questionnaire addresses the main reasons why the companies have 

implemented ERP systems. Under that question, identifying the main reasons and ranking of 

the reasons are being performed. 

Third part of the questionnaire identifies the man reasons of the usage of EPR systems. That 

objective is achieved by identifying accounting processes, companies are practices using the 

ERP systems and by identifying how the ERP system has helped the companies to practice the 

accounting processes. 

Fourth part of the questionnaire identifies the main issues companies have encountered when 

working with the ERP systems. These issues can also be ranked and then the most critical issue 

can be identified. 

 
 

Table 2: Variables and measurement 
 

 

Variable                                                               Measurement 

Industry                                             Industry wise analysis of the ERP users 

Turnover                                           Turnover wise analysis of the ERP users 

Profit                                                 Profit wise analysis of the ERP users

Duration of the implemented 

system 

Categorization of the period which the ERP system is 

implemented in the company

 

Modules adopted                              Identification of the modules implemented by the companies 
 

Factors for ERP implementation      Reasons for the implementation of ERP systems 

Accounting methods                         Methods which are being practiced using the ERP system 

Extent of the Benefits                       Identifying the most prominent benefits and ranking them 

Drawbacks of implementation          Identifying the most critical drawbacks and ranking them 

Source: Author Constructed 

 
 

Strategy for Analysis 
 

 

The underlying  factors for each variable depicted  in Table 2 was identified through the 

information obtained from the Service Provider. The identified factors were arranged into 

different forms for analyzing purpose and tools such as Measures of Distribution, Measures of 

Central Tendency, and Measures of Dispersion with relate to Descriptive Analysis tools were 

used in the process of analyzing the identified factors in order to arrive at the conclusions.
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Respondents who were not adopted Financial & Management Accounting Modules in to their 

ERP system was been excluded from the study due to the purpose of maintaining the scope and 

understandability of the study. The responded sample consist with the Companies in Sri Lanka 

which have adopted ERP system excluding Financial Institutions and for the analysis purpose, 

the responded sample has been divided into Industry wise sectors. The pre-defined industry 

sectors are as follows. 

 

Table 3: Industry Categories 
 

 
Industry Categories 

 
1.Manufacturing 

2.Retail & Wholesale 

3.Service 

4.Telecommunication 

5.Hotels 

6.Travel 

7.Agriculture 
 

  8.Others   

 
Source: Author Created 

 

 

The first objective of the research is to identify the causes which pursue the companies to 

convert from conventional Information systems to ERP systems. Using Frequency analysis, the 

pursuing factors such as Integration of Applications, Cost reduction, Increased demand for real 

time information, User friendly reports etc. have identified with respect to responds and the 

factors have scored and ranked to identify the most and least pursuing factor. 

 

 

In relation with the first  objective an  industry wise analysis of pursuing  factors for the 

implementation of ERP was performed using measures of Distribution to identify the variances 

in ranking of pursuing factors with regard to different natures in Industries. 

 

 

The second objective of the research has two dimensions. As the first one the purpose is to 

identify the changes in the form of accounting tools and practices that has been brought in to 

the Accounting Processes in companies and for the other, the purpose is to investigate the extent 

of the favorable changes made by those identified practices in ERP systems to Accounting 

process.
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For the purpose of first sub objective, using frequency and percentage analysis the research has 

identified the tools and practices that have been adopted as a result of implementation of ERP 

systems and ranked according to the responds. 

 

 

For the purpose of second sub objective the information regarding the extent of changes that 

have been made was obtained from the respondents in the form of Likert -Scale and analyzed 

using tools such as Mean, Median, Mode and Standard Deviation. A 7-Point Likert scale was 

used where 7-Perfect, 6-Very High Degree, 5-High Degree, 4-Average, 3-Low Degree, 2-Very 

Low Degree, 1-Not at all. the extent of the favorable changes made to accounting process was 

analyzed to attain the aforesaid objective. 

 

 

For the purpose of deeper analysis on the impact of ERP implementation on Accounting 

process a dummy variable was created defining the degree of integration of business processes 

with relate to Modules adopted by the company. The afore mentioned variable measures the 

degree of integration as follows, 

 

 

Table 4: Degree of Integration 
 

Category Measurement Assigned Value 
 

Modules incorporated is =< 5 
 

Low degree of integration 
 

0 

Modules incorporated is > 5 High degree of integration 1 

Source: Author Constructed 
 

 
And the favorable changes to the Accounting process identified was categorized into four main 

categories for the purpose of the analysis.
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Table 5: Categorization of Favorable Changes 
 

Favorable Changes 

1. Reduction of time for closure of monthly accounts 

2. Reduction of time for closure of quarterly accounts 

3. Reduction of time for closure and issue of annual accounts 

4. Reduction of time for transaction processing 

5. Reduction of time for issuing payroll 

6. Improved internal audit function 

7. Improved working capital control 

8. Reduction of personnel of accounting department 

9. Accountants’ ease of job and activities 

10. Increased integration of other operational functions with accounting function 

 

 
 

Main Category 
 

 

Reduction of time in 

transaction processing and 

producing reports. 

 
 
 
 
Increase the efficiency in 

Accounting Function

11. Improved decisions based on timely and reliable information 

12. Improved flexibility in preparing required data 

13. Improved quality of reports 

14. Improved the quality of decision making 

15. Increased use of financial ratio analysis 

16. Ability to incorporate non-financial information for decision making 

17. Increase in use of new techniques and tools of Management Accounting and 

Financial Accounting 

18. Improving understanding and knowledge of the accountants. 
 

Source: Author Constructed 

 

Improvement in effectiveness 

and quality of accounting 

process. 
 

 
 

The use of more strategic tools 

for analysis.

 

 

Through this analysis the strength of the favorable changes to Accounting process was assessed 

with regard to the degree of integration of business processes using Central tendency measures 

and percentage analysis. 

 

 

As per the final objective the research’s aim is to identify the drawbacks which can be described 

as unfavorable conditions that the companies are experiencing with the implementation of ERP 

systems. For this purpose, the drawbacks and issues that the companies are currently 

experiencing was identified through responds and using percentage analysis and ranking 

methods the most  common issues and  least occurred issues are analyzed. To  enrich the 

attainment of the objective the nature and the reasons for the most ranked drawbacks are 

analyzed and documented. 

 
4.   Analysis and Discussion 

Research findings are presented in three different sections. First section identifies the main 

reasons for the adoption of ERP systems by the companies and their way of using the system. 

Section of the study identifies the main benefits of using ERP systems and how this ERP
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systems have  linked with the company’s various accounting processes. Final part of the 
 

findings provides an analysis on the drawbacks of using ERP systems. 
 

 

Reasons for adopting ERP systems 
 

 

Managers of companies in different industries have used number of modules when adopting to 

the ERP system. All the companies are operating financial module. Moreover, majority of them 

are operating fixed asset register, Management accounting and Costing modules. “Table 6” is 

summarized how selected companies using different modules when adopting to the ERP 

system. 

 

It can be adduced that ERP adopters have mainly concerned on integration of accounting 

process rather concerned on payroll, despite payroll being a vital part of the accounting system. 

It is quoted that all respondents (100 percent) were using Financial accounting module but only 

few of them using payroll module (31 percent). Financial accounting is the aspect which is 

finally affected by all other aspects in a firm, accordingly ERP adopters have mainly concerned 

on financial accounting module. 

 

Management accounting and Costing modules represent homogeneity from ERP adopters since 

it is quoted from similar proportion of respondents (only 1 percent difference). Construction 

module is the one which has been concerned by least number of respondents. (7 percent) 

 

Table 6: Operating modules in ERP environment 
 

 

Indus try       
Financial 

Acc. 

F/A 

re gis te r 

Mgt 

Acc.       
Cos ting

 

Producti 

on 

Cons tru 

ction 

Stock 

purchas e    
Payroll

 
Quality 

Mgt

 

Manufacturing 18 15 14 13 12 1 12 6 4 

Retail 5 2 2 4 0 0 1 1 0 

Services 11 4 5 6 1 0 1 1 1 

T-communicatio 6 3 4 3 3 0 1 2 0 

Hotels 1 1 1 1 0 0 0 1 0 

Travel 1 1 0 0 0 0 0 0 0 

Agriculture 0 0 0 0 0 0 0 0 0 

Construction 4 4 3 2 0 3 0 2 1 

Diversified 8 8 8 7 5 0 2 4 6 

Total 54 38 37 36 21 4 17 17 12 

Pe rce nt 100% 70% 69% 67% 39% 7% 31% 31% 22% 

 
Source: Author Constructed 

 
The managers of the companies adopt ERP systems in their organizations using different 

modules of ERP. However, all such modules are adopted by the organizations in order to
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achieve different objectives. During our research, individual organizations were asked as to 

why they chose ERP implementation. Through this, we could identify reasons that motivated 

the adoption of ERP systems in the organizations under the study. 
 

Increased demand for real time information, better customer interaction and improve on-time 

deliveries, information generation for decision making and the ability to generate more user- 

friendly reports were the main reasons that had motivated these organizations to implement 

ERP systems. 89% - 93% of the sample of 54 organizations had identified these advantages as 

their driving force for the ERP implementation. 
 

Further, the competition faced by the organizations, integration of information systems and 

ERP’s supportive role for planning and budgeting activities could be identified as important 

reasons for the implementation of ERP systems (78%-85%). 

Further information on reasons for adopting ERP systems is provided in Table 7. 

 
Table 7: Reasons for adopting ERP systems  

  
Numbe r 

 
Pe rce nt 

 
Integration of application led to adopt ERP 

 
34 

 
63 

 
Taxation requirements led to adopt ERP 

 
8 

 
15 

Business process re-engineering led to adopt 
ERP 

 
Competition led to adopt ERP 

20 
 
 

46 

37 
 
 

85 

Increased demand for real time information led to 

adopt ERP 

 
50 

 
93 

Integration of information system led to adopt 

ERP 

 
44 

 
81 

 
Stock exchange requirements led to adopt ERP 

 
13 

 
24 

 
Cost reduction led to adopt ERP 

 
21 

 
39 

Better customer interaction and improve on-time 

deliveries led to adopt ERP 

 
49 

 
91 

Information generation for decision making led to 

adopt ERP 

 
49 

 
91 

Supportive for planning and budgeting activities led 

to adopt ERP 

 
42 

 
78 

 
More user friendly reports led to adopt ERP 

 
48 

 
89 

 
Improved security applications led to adopt ERP 

 
38 

 
70 
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Table 8: Reasons for adopting ERP systems – Industry wise 
 

 

 

 

Integration of application 

led to adopt ERP 

Taxation requirements led to 

adopt 

ERP 

Manufact 

uring 

 

Retail 

 

Service 
Telecomm 

unication 

 

Hotels 

 

Travels 
Constructi  Diversifie on 

 d 

 

 

26% 

 

 

6% 

 

 

24% 

 

 

15% 

 

 

3% 

 

 

0% 

 

 

9%            18% 

 

25% 

 

0% 

 

25% 

 

25% 

 

0% 

 

0% 

 

0%            25% 

Business process re-

engineering led 

to adopt ERP 

15% 5% 35% 20% 0% 5% 5%            15% 

Competition led to adopt 

ERP 

30% 7% 20% 13% 2% 2% 9%            17% 

Increased demand for real 

time information led to 

adopt ERP 

 

32% 

 

8% 

 

22% 

 

12% 

 

2% 

 

2% 

 

6%            16% 

Integration of information 

system le to adopt ERP 

d 

30% 

 

7% 

 

23% 

 

14% 

 

2% 

 

2% 

 

5%            18% 

Stock exchange requirements 

led to 

adopt ERP 

 

Cost reduction led to adopt 

ERP 

54% 

 

24% 

0% 

 

10% 

8% 

 

24% 

8% 

 

5% 

0% 

 

5% 

0% 

 

5% 

0%            31% 

 

14%           14% 

Better customer interaction 

and improve on-time 

deliveries led to 

 

33% 

 

6% 

 

20% 

 

12% 

 

2% 

 

2% 

 

8%            16% 

Information generation for 

decision making led to adopt 

ERP 

 

33% 

 

8% 

 

20% 

 

12% 

 

0% 

 

2% 

 

8%            16% 

Supportive for planning and 

budgeting activities led to 

adopt ER 

 

33

% P 

 

7% 

 

21% 

 

14% 

 

0% 

 

0% 

 

5%            19% 

More user friendly reports 

led to adopt ERP 

 

29% 

 

8% 

 

21% 

 

13% 

 

2% 

 

2% 

 

8%            17% 

Improved security applications 

led t adopt ERP 
o 

37% 

 

0% 

 

18% 

 

16% 

 

2% 

 

0% 

 

5%            21% 

Source: Author Constructed 
 

 

The reasons for adopting ERP system very from the industry sector. For all the sectors other 

construction, demand for real time information has led to adopt RP system. Construction sector 

has been mostly influenced from competition, better customer reaction, information generation 

for decision making and easiness to prepare more user-friendly reports. Due to the uses of better 

customer interaction and easiness to generate information for decision making, manufacturing, 

services, telecommunication, travel, construction and diversified sectors has led to implement 

ERP. Further competition and integration of information system have become prominent 

reasons for telecommunication, hotels, travels and diversified sectors 
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   Benefits of using ERP systems and accounting process 
 

Accounting Methods and Practices used after the Application of ERP Systems 

Table 9: Accounting techniques used  

 
Numbe r Pe rce nt 

Financial ratio  analysis 48 89 

Profit  centers 40 74 

Production of cash budgets 40 74 

Cost centers 37 69 

Production of master budgets 32 59 

Production of capital expenditure budgets 29 54 

Profitability analysis per business activity/segment 28 52 

Activity Based costing(ABC) 25 46 

Absorption costing 24 44 

Profitability analysis per product 21 39 

Non-Financial performance indicators 21 39 

Profitability analysis per customer 15 28 

Marginal costing 14 26 

Internal Audits 14 26 

Target costing 11 20 

 

Source: Author constructed 
  

 
 

 

According to the above generated results, the mostly used accounting tools and practices in 

companies after implementing ERP systems are financial ratio analysis, profit centers and 

production of cash budgets which is 89%,74% and 74% out of 100% respectively. In addition 

to that, companies use cost  centers, production of master budgets, productio n of capital 

expenditure budgets and profitability analysis per business activity between 70% to 50%. So 

those tools and practices are clearly link with decision making perspective of management than 

the mostly used accounting practises.30% to 50% of companies use Activity based costing, 

Absorption costing, profitability analysis per product and non-financial performance indicators. 

The least no of companies use Marginal costing, Internal Audits and target costing with the 

implementation of ERP system to their business. Even though most companies are not used those 

practices through ERP system, they perform those things in manual. But their accuracy, 

speediness and validity are less than reports generated through ERP system. 
 

So far, the motives for adopting ERP systems and the changes brought in to the accounting 

practices have been discussed. To analyze the “real” impact of ERP systems on companies 

adopting them, which to what extent have ERP systems fulfilled their purpose and benefited 

them, Individuals were asked to rate the actual benefits achieved via the introduction of ERP 

systems on a seven-point Likert scale. The most highly rated perceived benefits achieved via 
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ERP systems relate to “Improved quality of reports”, ability to incorporate non-financial 

information for decision making” and “Reduction in time for closure and issue of annual
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accounts”. With the technological advancement features in ERP systems it’s been able to 

provide the facility of measuring non-financial factors to cater the overall performance 

measurements and enhance the quality of decision making. Also, ERP systems has been 

provided the users with quality reports where more user friendly and understandable and also 

has supported to reduce the time of processing reports with the integration between departments 

and more technical features. 

Further benefits such as reduction in time for closing monthly accounts, use of new tools and 

techniques, reduction in transaction processing time, ease of accountant’s job and activities and 

increased integration of other operational functions with accounting process have been rated 

with high rates with justifying the fact that ERP provides more effective business solutions 

compared to conventional accounting systems. 

Additional benefits achieved through to a lesser extent involve “improving understanding and 

knowledge of accountants”, “improved quality of decision making”, “improved decisions 

based on timely and reliable information”. Further, “Increased use of financial ratio analysis”, 

“Improved working capital control “, “Improved  internal audit  function” have also  been 

quoted. this may be attributed to the early stage of ERP implementation process where may 

lack of gaining optimal benefit from the usage. Additional information on the benefits achieved 

is summarized below. 

 

Table 10: Benefits achieved
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Source: Author Constructed 
 

 

Further, the degree of effects relate to benefits of the system are being analyzed in relation with 

the degree of integration of activities of the organization to provide deeper analysis of the 

benefits of ERP systems. The organizations which uses high number of modules are being 

considered as highly integrated whereas entities which use low number of modules are being 

considered as low integrated. The mean values of four benefit categories are summarized below. 

 

Table 11: Integration summary for benefits 
 

 
 

Source: Author constructed 
 

 

High number of values with regard to the extent of the benefits have been resulted in High 

integrated entities which uses more modules in the system in relation with their operations. And 

low values have been resulted in low integrated entities. With the adaptation of more modules 

inside the system, it leads to more integration of operational activities of the entity which 

increases communication and connection between the functions and ultimately ease the 

transactions process and financial reporting. Thus, an ERP system with adequate modules 

provide with high degree of benefits such as reduction of time in transaction processing and 

producing reports, increase the efficiency of accounting function, improve the effectiveness 

and quality of accounting process, the use of more strategic tools for analysis. Stefanou (2002) 

also reports the integration of accounting applications, information exchange and reporting 

capabilities as notable strengths of ERP systems.
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Drawbacks of using ERP systems 
 

 

Table 12: Drawbacks of ERP systems 
 
 

 
Does higher initial investment is an issue you had to face with the 

implementation of ERP 

Does higher maintenence and development cost is an issue you had to 

face with the implementation of ERP 

Does the misfit with the business requirement is an issue you had to 

face with the implementation of ERP 

Does lack of skilled employees to work on is an issue you had to face 

with the implementation of ERP 

Does users' resistance to change is an issue you had to face with the 

implementation of ERP 

Does poor knowledge transfer is an issue you had to face with the 

implementation of ERP 

Does poor top management support is an issue you had to face with 

the implementation of ERP 

Does poor quality of testing is an issue you had to face with the 

implementation of ERP 

Does high turnover rate of project team members is an issue you had 

to face with the implementation of ERP 

Does lack of strong IT infrastructure for the system is an issue you 

had to face with the implementation of ERP 

Does lack of support services from the system supplier is an issue you 

had to face with the implementation of ERP 

Does lack of storage services( In-house / cloud )is an issue you had to 

face with the implementation of ERP 

Number             Percent 

 
52                      100 

 
 

51                       98 
 
 

13                       25 
 
 

20                       38 
 
 

12                       23 
 
 

13                       25 
 
 

8                        15 
 
 

12                       23 
 
 

5                        10 
 
 

12                       23 
 
 

9                        17 
 
 

10                       19

 

 

Source: Author constructed 
 

 

According to the table, main drawbacks of using ERP systems can be identified. It shows that 

the higher initial investment has scored 100%. That means for every company who have 

implemented ERP systems, they have faced this issue at the initial stage. Therefore, this is the 

most prominent drawback of implementing ERP systems. And also the higher maintenance and 

development cost has scored a very high amount. Because most of the companies have incurred 

huge expenses for the maintenance of the ERP systems. As they need specialist staff and also 

companies need to have updates and changes for the ERP system. Due to that it causes huge 

maintenance cost for companies.
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Also some factors have not become critical issues from the ERP system. Higher turnover rate 

of project team members, support from top management staff has scored very low. That means 

majority of the companies does not face this issue. Because top management in the companies 

are on the  preferable  stage  for  these  ERP  systems.  Because  these  systems  enhance  the 

efficiency of the company’s work. 

 

5. Conclusion, Limitations and future research directions 

This research designed on “ERP systems’ impact on accounting process in Sri Lankan 

companies”. The study emphasis on the companies who have already implemented ERP 

systems. This study empirically addressed the following objectives by gathering evidence 

from the experiences of companies operating in Sri Lanka. Firstly, identifying the causes 

which pursue the companies to convert from conventional Information systems to ERP 

systems. Secondly, Identifying the changes due to the usage of the ERP systems in 

accounting context within Sri Lankan companies along with the usage of new tools and the 

extent of benefits. Thirdly, Discussion on the key issues faced by companies in using ERP 

systems in order to identify future directions with ERP systems. 

Data was obtained through questionnaires which were designed by obtaining the expertise 

knowledge from one of the ERP systems providers. The responded sample consist with the 

Companies in Sri Lanka which have adopted ERP system excluding Financial Institutions 

and for the analysis purpose, the responded sample has been divided into Industry wise 

sectors. Sample was 54 companies representing 8 industries. Descriptive Analysis tools 

such as Measures of Distribution, Measures of Central Tendency, and Measures of 

Dispersion were used in the process of analyzing the identified factors in order to arrive at 

the conclusions. 

As per the findings of the study, increased demand for real time information, better 

customer interaction and improve on-time deliveries, information generation for decision 

making and the ability to generate more user- friendly reports were the main reasons that 

had motivated the organizations to implement ERP systems. This result suggests that the 

needs of the increasing competitive environment drive the companies adopting ERP 

systems in order to survive and succeed. 

According to the study, mostly used accounting tools and practices in companies after 

implementing ERP systems are financial ratio analysis, profit centers and production of 

cash budgets. So those tools and practices are clearly link with decision making perspective 
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of management than the mostly used accounting practices.The most highly rated perceived 

benefits achieved via ERP systems relate to “Improved quality of reports”, ability to 

incorporate non-financial information for decision making” and “Reduction in time for 

closure and issue of annual accounts”. 

According to the study, most prominent drawback of using ERP systems is the higher initial 

investment. That means for every company who have implemented ERP systems, they have 

faced this issue at the initial stage. 

  Limitations and future research directions. 
 

 

In any research or a survey, they are inevitable limitations. There are few limitations with 

regard to this study. First, the research has been conducted based on the quantitative research 

approach. Due to that qualitative research approach has not used. Secondly, Data collection 

was done only through questionnaires. Further, in this research Finance sector companies were 

excluded. Main reason for that is, finance companies are using different kinds of information 

when compared to the other industries. On the other hand, this study is mainly focusing on ERP 

systems’ impact on accounting process in Sri Lankan companies. Therefore, this study only 

considers the financial accounting module in ERP systems.Quantitative approach has been used 

for the study. Further researches can use the qualitative research approach and continue with 

the same research topic. And also researches can conduct this research by considering the 

finance sector companies in Sri Lanka, and then they can identify how ERP systems specialized 

for financing sector companies are using these systems. 
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