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Abstract

Enterprise Resource Planning (ERP) is an information technology that has brought a rapid change in
business processes and has improved the data processing of s, as it eliminates the need to manually
manage the flow of information and provide real-time information to support management and decision-
making on operations. This study examined the impact of enterprise resource planning would have on
internal auditor’s job. A quasi-experimental research design was adopted using survey setting; and a
sample of 50 respondents was purposely selected. Descriptive and inferential statistical tools of means,
standard deviation and regression analysis were used to analyze the research problem. The result
revealed that there is a significant impact of enterprise resource planning on internal auditor’s job, (R? =
0.306; P<0.05) as it relates to reliability, quality and real time communication of ERP on internal
auditor’s job. The study recommended that ERP should be implemented in firms as it reduces the
weakness of internal control. ERP is one of the fitting solutions for companies that have grown rapidly
and have several returns that advances company performance, competitiveness and secure sustainability
while the internal auditors should design suitable and appropriate IT control tests.
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INTRODUCTION

Technology plays a huge role in contemporary business. Many companies depend on hard and software to
effectively and efficiently carry out relevant activities in the management of businesses. It has become
very essential for all companies to integrate information technology in order to operate effectively and
ensure sustainability and competitiveness. The installation of enterprise resource planning (ERP) systems
has provided a way for managing large scale information, business transaction and data processing needs.
ERP system would eradicates manual control of information flow by letting all business transaction to be
circulated throughout the enterprise via a common database; thus providing real-time information to
support operational and managerial decision activities. The system ensures that all application is working
with current version of operational database. ERP reduces the time to balance and close accounts and
facilitate the creation of financial report in real time.
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ERP system has impact on changes in a company and information control. With integrated controls, it is
possible for internal audit to maintain effective control over operations that assures reliable information
on all transactions. In this case the auditors function remains the same, but the difference is the control
machinery that changes. ERP create new opportunities for internal auditors; the integrated system
increases transparency, reduces risk through improved data integrity, accuracy and consistency. In the
integrated system, the risk of privacy violation can be identified easily, it also provides for improved audit
planning and execution. Certain risks could be involved during the implementation and operational
stages; for example a slight change introduced in one part of the system might bring down the entire
system. Hence due care is imperative. Elbardan, and Ghoneim, (2015) added that the ERP integrated
system could complicate audit planning as the auditor would need to gather evidence encompassing the
entire system in an coordinated manner. With ERP, there could be changes in the internal audit function,
and an internal auditor would be expected to expand skills to fit into the ERP system work environment
effectively and proficiently.

Concerns about the fast evolution of technology especially in business processes and business method,
appears to raise several issues on information technology and the internal auditors job. Increase in data
and complicated processes increases the risk of business thus gives greater concern on the impact
enterprise resource planning could have on the internal auditors’ function in driving the goals and
objectives of the business. The alleged benefits and widespread usage of ERP systems have motivated
many empirical researches to investigate a variety of issues, such as success factors of ERP, post-
implementation performance, and market reaction. However, a relatively small amount of research has
been conducted on how ERP systems affect the internal auditors’ job. This study focused on the quality,
reliability and the real-time communication features of ERP in relation to the internal auditors’ functions.

The objective of the study is to ascertain the impact of Enterprise Resource Planning on internal auditor’s
Job. This study is segregated into four basic sections following the introduction. Literature review is
section two, Research Methods, result and interpretation is section three, while section four is conclusion
and recommendation.

LITERATURE REVIEW
Enterprise Resource Planning

Enterprise Resource Planning is an integrated data management system incorporating the various aspects,
features, departments and units of the organisation. As a result, information, human and material
resources are efficiently disseminated, engaged and utilised; thus providing a comprehensive and
integrated solution to issues.

Al-Majzoub, (2012) defined ERP as a system managed in a database for a variety of operational
functions, such as manufacturing tasks, financial supply management, projects, human resources, and
customer relationship management. It is a computer-based system that manages internal and external
resources which include physical assets, financial resources, materials and human resources. Seo, (2013)
posit that ERP system is the integration of operations into a single system and across the organisation's
system environment.

Kristianti and Achjari (2018) described ERP as a data integration system that can increase employee
productivity and improve the management of accounts receivable and inventory. Mulyo, & Rianton,
(2015), reiterated that ERP has a positive impact on the component of performance quantity of work, that
is, the number of jobs completed in a certain period; the quality of work in accordance with
predetermined standards; job knowledge and responsibility; creativeness in terms of, providing solutions
to problems that arise at work; dependability towards completion of work done; personal qualities such as
personality, leadership, attitudes in everyday life and integrity.
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ERP software is so broad — encompassing a lot of both front and back-office functions, Quick, (2018)
highlights five aspects: Financial Management component within ERP system, stores, monitors and
analyzes all financial data, including accounts payable, accounts receivable, costs, budgets and forecasts.
It helps reveal insights into spending, so as to discover profit trends and times of unusually high spending;
Business Intelligence (BI) component of ERP software collects and analyzes data, providing actionable
insights related to business processes. Bl in ERP systems could serve as an ’s eyes and ears, allowing
monitoring of chosen key performance indicators (KPIs) and make changes when those KPIs are not
where they should be; Customer Relationship Management (CRM) component allows the keeping track
of all customers and sales data within ERP solution. The insights gained from a CRM component helps
optimize marketing and sales efforts. It also better manage invoicing activities, provide relevant and real-
time information for the best prepared proposals and monitor the overall status of contracts to help gain
an organisation a better understanding and be kept informed at all times; Human Resources (HR)
component within ERP system handles the full scope of employee management, from on boarding to off
boarding, and from compensation management to timekeeping. The biggest feature needed from a HR
component is payroll software. Submitting payroll and issuing direct deposits by hand is incredibly time-
consuming. An HR component automates payments, including tax and benefits deductions, which saves
time for more important tasks; Supply Chain Management (SCM) component of an ERP system is one of
the most crucial. The best SCM features to be able to optimize supply chain, which starts by collecting
real-time data. The system absolutely monitors demand, supply, manufacturing, logistics and distribution
in record time. Real-time data allows one keep tabs on the supply chain, so as to find and fasten issues as
they happen, rather than waiting until data is received a day or more after the fact.

Epstein, (2021) describes ERP features as integration, automation, data analysis, reporting, tracking and
visibility, accounting, financial management, customer relationship management, sales and marketing,
human resources, supply chain management, manufacturing; and the main elements of the ERP System
as, accounting system; funding system; marketing system; sales system; human resources system;
management system; system services.

From all the perspectives of ERP expounded, it reveals the robustness of the system in meeting the needs
of organistions in real time. ERP provides instantaneous output that propels swift and speedy decision
making. This is true as input of data is automatically processed without human interference thus
minimising errors and enhances performance managements.

Quality of Enterprise Resource Planning

The quality of ERP can be measured from its output. The system reduces the default time of organisation
and production processes, and increases the speed of the work and projects completion. It is observed in
the manner of facilitating the management of daily operations. Quality reflects in improvement of
strategic planning of an organisation. Quality according to Computerbusinessresearch , (nd), is in the
information usefulness and accuracy in terms of input into a data base and retrieval; completeness of
information, consistency, uniqueness in terms of information distinctiveness, and timeliness.

Reliability of ERP

Reliability of ERP involves providing reliable data that can be accessed from different locations
especially recommended if implemented in the cloud; and through multiple devices with the ability to
update in real time. Its flexibility is observed in adaptation to the ever-changing needs of a growing
business. Reliability is in its ability to provide regulatory compliance, allowing users, and the organisation
at large, to stay abreast with laws, regulations, guidelines and specifications as it relates to business
processes. Reliability according to Softwell, (nd) would include having distinctiveness such as stability,
availability, robustness, recovery and accuracy.
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Real Time Communication

Real-time communication is any mode of telecommunications in which all users can exchange
information instantly or with insignificant covertness. The term 'real-time' is identical with 'live’. It
involves a direct path between the source and the destination. Although the link might contain several
intermediate knots, the data goes from source to destination without being stored in between them (Alissa,
2020). It allows employees to enjoy flawless, uninterrupted connectivity using any device of their choice,
and ensures a smooth flow of information between employees working at different levels, thereby
enhancing productivity and efficiency. Real-time information is an element of timeliness and never out-
of-date. Providing real-time information, reduces the possibility of redundancy errors, thus assisting the
management and the organization with decisions that are sound and timely (Epstein, 2021).

Internal Auditors Job

Internal auditing involves assessing organized data, analyse critically and make recommendations.
Internal Auditors job adds value, integrity and accountability. Internal audit according to the Committee
of Sponsoring Organisation (COSO, 2013) involves everyone in the organization. They defined internal
audit as a process carried out by the board of directors, management, and other personnel of an
organisation designed to provide adequate confidence in achieving effectiveness and efficiency, reliability
of financial statements and compliance with applicable laws and regulations. Internal auditors have the
function of conducting checks and assessments in order to ascertain the effectiveness of the internal
control structure.

The Institute of Internal Auditors (1A, 1999) defined internal auditing as an independent, objective
assurance and consulting activity designed to add value and improve an organisation’s operations. It helps
an organisation accomplish its objectives by bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of risk management, control, and governance processes. This definition
highlights the valuable contribution of internal auditing. It is designed to add value and improve
organisations’ operations.

Internal auditors are employed to perform the internal auditing activity. It is the Internal Auditor’s job to
work on behalf of the company management. They determine the validity and reliability of information
produced by various segments of a company, and examine and assess the effectiveness of the internal
control structure and enforce effective costs control. They deal with issues that are basically significant to
the continued existence and success of an organisation.

In this study of the impact ERP has on internal auditor’s job was examined in terms of the quality,
reliability and real time communication feature of ERP, the quality of ERP such as how the system has
helped to overcome the limitation of fragmented and incompatible legacy system, how the system has
been effective in securing competitive advantage and sustainability of the organisation; the reliability of
ERP such as how integration of data feature has aid better control, risk assessment and supervision by
internal auditors and how the system has incorporate counties specific accounting standards that enables
regulatory compliances; the real time communication such as how there have been a great reduction in the
closure time of accounts due to fast processing of information and enables faster creation of financial
report and improved accuracy of information between departments with no human interference.

Theoretical Consideration

This study was founded on the theories of resource-based view theory (RBV), and information system
success theory.

Resource-Based View Theory (RBV) was initially introduced by Jay Barney in 1991 as unique
resources where the company must be competitive. Strategic resources the theory posits must consist of
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characteristics of being valuable, rare, imperfectly inimitable, and strategically irreplaceable. Thus, a
firm’s Resource-Based View (RBV) predicts that certain types of resources owned and managed by
business enterprises should be profitable to generate competitive advantage, technology infrastructures
and top administration guide which in the end leads to optimum organisational overall performance.

Information System Success Theory: The information system success theory was developed by Del.one
and McLean (1992). In their model, success of information systems is dependent on information system
quality and the output quality of the information system. These dimensions influence the use level and
user response to the information system. As a result, the user attitude and organisational performance are
influenced. To determine whether the system made attains its goals and objectives, there should be
measurements to ascertain whether the system has reached the target created to provide value to
information system management and information system investment (DeLone & McLean 1992 as cited in
Tapang, & Azubike, 2018)

These two theories is significant to this study as utilization of enterprise resources is expected to bring
about optimum performance with quality information output at real-time for the effective functioning of
the internal auditor. Based on the postulations of these theories, the hypothesis tested therefore is: Ho:
Enterprise resource planning has no significant impact on internal auditor’s job.

Enterprise resource planning was measured by reference to its quality, the degree of its reliability and the
real time communication feature.

RESEARCH METHODS

A quasi-experimental research design in a survey setting was adopted for this study. The design assisted
in identifying the impact of enterprise resource planning on internal auditor’s job. Data was collected
purposively from fifty respondents, made up of internal auditors and financial accountants in six banks
based in Mowe, Ogun state, Nigeria. A questionnaire schedule of four sections consisting of well-
structured questions examined ERP in terms of the perceived quality of ERP, the degree of reliability of
ERP, and the perceived real time communication features of ERP on the internal auditors function. Data
gathered were analyzed for the measurement of variables using a multiple regression analysis.

The hypothesis if the study was tested in line with the model specified. Ho: Enterprise resource planning
has no significant impact on internal auditor’s job.

Model Specification

IA] =a+ f(ERP) +e
IA] = a+ f(BQTY + BRBY + BRTC) + ¢

Where a = Constant, e = error term

QTY = Quality of ERP

RBY = Reliability of ERP,

RTC = Real time communication feature of ERP
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Results and Discussion

Table 1a: Result of Enterprise Resource Planning on Internal Auditors Job

Model Summary

R R Square [Adjusted R Square Std. Error of the
Model Estimate
1 5532 .306 261 40958

a. Dependent Variable: internal auditor’s job

b. Predictors: (Constant), quality of ERP, reliability of ERP, real time
communication feature of ERP
Source: Author’s computation (2021)

Table 1b: Result of Enterprise Resource Planning on Internal Auditors Job

ANOVA?
Model Sum of Squares | Df Mean Square F Sig.
Regression | 3.403 3 1.134 6.762 .001°
1 Residual 7.717 46 .168
Total 11.120 49

a. Dependent Variable: internal auditor’s job
b. Predictors: (Constant), quality of ERP, reliability of ERP, real time communication feature of
ERP
Source: Author’s computation (2021)

Table 1a, showed R?= 0.306 ; P<0.05 indicating that ERP can explain variations in internal audit job by
about 31%.

The F-test is used to test the overall significance of the parameter estimates. F= 6.762 showing low
degree of the goodness of fit of the model. However, the parameters are jointly significant (P< 0.05).
The null hypotheses is thus rejected, and accepting the alternate that there is a significant impact of
enterprise resource planning on internal auditor’s job

CONCLUSION

The application of Enterprise Resource Planning significantly impacts the internal auditors function.
Basically, the installation of organised ERP has brought about improvement in the way and manner
organisations perform and deliver more value to businesses. It provides an opportunity to re-engineer
and radically improve the quality of the auditors’ job. It is therefore, necessary for accounting
professionals to create time to understand the intricacies of ERP as there is a gradual extinction of
tedious and repetitive manual tasks. These changes have forcedinternal auditors to have the skills and
abilities to use the ERP system. Thus, the function of the internal auditor can flow with technological
developments to maintain, control and evaluate the business processes of the company.
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This ERP system can strategically encourage companies and can replace company data to a system that
is more integrated with more accurate information to increase organisational efficiency.

Suggestions for Practice

ERP should be employed in firms as it increases access and reliability of data for internal audit. As
evidence in the study has shown, ERP provides timely and real-time communication; hence internal
auditors should be encouraged to improve their capabilities so as to deliver effective and efficient
service to the organiation.

With the adoption of ERP, change in the information system of an organisation is inevitable, thus
internal auditors should design suitable and appropriate information technology control tests that would
better aid internal control, proper risk assessment, greater supervision and effective performance.
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