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Abstract
Objective: This study seeks to discover the effect of Enterprise Resource Planning (ERP)
implementation on Earnings quality. Earnings quality was measured based on the absolute
value of discretionary accruals, which is the inverse measure of earnings quality.
Discretionary accruals can be divided into short-term and long-term discretionary accruals, so
this study examines ERP implementation effects on which part of the discretionary accruals.
The study then seeks to examine whether the impact of ERP implementation on earnings
quality improves in later years, for example, two years after implementation.

Method: To test the research hypotheses, the information of 117 companies listed on the
Tehran Stock Exchange has been used and the effect of ERP implementing on earning quality
in the years 2006 to 2018 in these companies was investigated. Year of implementation of
ERP systems is the year in which financial modules are implemented. Hypothesis models of
this research were tested using panel data and OLS regression. The Jones model was used to
measure the absolute value of discretionary accruals and the Whelan model was used to
calculate short-term and long-term discretionary accruals.

Results: The results of the first hypothesis test showed that ERP implementation had a
negative and significant relationship with discretionary accruals and since the absolute value
of discretionary accruals is an inverse measure of earnings quality, then ERP implementation
has a positive and significant relationship with earnings quality. The second hypothesis test
also confirmed that ERP implementation had a negative significant relationship with short-
term discretionary accruals. But testing the third hypothesis did not confirm the significant
relationship between ERP implementation and long-term discretionary accruals. Test of
Fourth Hypothesis showed that the average of discretionary accruals decrease significantly
two years after the ERP implementation compared to the two years before.

Conclusion: The results of the tests generally showed that the implementation of ERP
systems improves the earnings quality and its effect on working capital accounts, current
assets and liabilities is more evident because it reflects short-term accruals. The effect of ERP
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Abstract

implementation on short-term discretionary accruals is quite obvious and reduces the absolute
value of short-term discretionary accruals significantly. But this study failed to show that the
implementation of ERP systems has an impact on long-term discretionary accruals. The study
also showed that the improvements made after the implementation of ERP and its positive
impact on earnings quality become even more obvious on two or three years after the
implementation of the ERP system The reason for this is that ERP implementation is very
important in the correct collection of information, control of access level and entry of
information as a process in the whole organization.

Keywords: Earnings Quality, Discretionary Accruals, Short-Term and Long-Term
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