UNIVERSITI TEKNOLOGI MARA

THE IMPACT OF ENTERPRISE
RESOURCE PLANNING (ERP) ON THE
OPERATIONAL AND MANAGERIAL
EFFECTIVENESS OF AN
ORGANIZATION: A CASE STUDY AT
TELEKOM MALAYSIA

NOOR’AINI BINTI ISMAIL

Thesis submitted in fulfiiment
of the requirements for the degree of
Master of Science

Faculty of Information Management

February 2017



ABSTRACT

The enterprise resource planning (ERP) system is known to be a robust system and is in
high demand in Malaysia. With its capabilities to integrate all the core modules like
Procurement, Finance, Accounting and Human Resources, this system is able to fulfill all
the companies’ requirements to have a centralized system which can manage all the
operational and managerial tasks in the organisation. This can be seen in the industrial
sector such as the telecomunications industries, which are taking a high risk in
implementing this system while expecting positive effects to their organisation.
Considering the perks that organizations may enjoy, such as better customer satisfaction,
improved information accuracy and improved decision-making for the top management,
this robust system has become among the most risky investments for an organization. The
goal of this study is to investigate the factors which most contribute to the effectiveness
of the ERP system by employing five constructs from seven of DeLone and McLean’s
Updated IS Success Model (2003). The factors are information quality, system quality,
service quality, user satisfaction and net benefits. This quantitative study illustrates the
experiences of end users from various departments with various privileges in the
headquarters of the telecommunication organization. A survey method was conducted to
understand the relationship between the constructs and effectiveness of the ERP system.
The findings indicate the significant impact of service quality to the net benefits, in both
models of with or without mediating factors. While information quality and service
quality shows not significant to the net benefits with or without mediating factors. The
effectiveness of the system depends solely on user satisfaction. Since ERP system
implementation is considered risky to any organization, the reliability of the system and
its service are very much depending on the perceptions on the end-users. From the
perspectives of business requirements, today’s business experts are as well very much
relying on tools in supporting them generating revenue for the organization. Hence, IT
governance should play their roles for an actionable strategy to improvise the ERP system
in the organization and so forth crafting the acceptable fashion of using the system
effectively organization itself.
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CHAPTER ONE
INTRODUCTION

1.1 INTRODUCTION

This chapter aims to provide a context review of the research study. The chapter
begins with detail explanation of the background of the study and continued with
problem statement of the study. Then the third section continued with research
objectives of the study and followed with research questions. The definitions of
enterprise resource planning (ERP) and a short overview of the Telekom Malaysia
were discussed before summary section. A short summary concludes at the end of this

chapter.

1.2 Background of the Study

During the 1950s, the development of electronic computers was still growing
and the internet started in parallel with the development of electronic computers. It
was only years later that companies started using the system for their operations. In
those days the manual system was still maintained to run their businesses since the
users are convenient with the manual process. As a result, most companies faced the
same problems, in which data and information were scattered and redundant and the
updated data are difficult to locate. When the computer system was first introduced,
most companies were quite worried about its capabilities. The possibilities of data
being corrupted or missing were high because of the lack of system expertise or IT
competence. As such, the impact of implementing the system to users and
organization were taken into account. Therefore, the manual process was still used to
avoid these problems and the resistance to use a new technology was» existed.
Unfortunately, the dual processes might have caused more problems to the company,
where the updated data could not be traced as they might have been either in the file
or in the system.

Then the situation of used the system was evolved and most companies replaced

the manual process with an automated system. However, even though the process and
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