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Abstract

This study aimed to identify the impact of using enterprise
resource planning system (ERP) on earnings management. To
achieve this aim financial statements of Arabian company for
Drugs were collected about a period extended from the financial
year 2004/2005 till the financial year 2011/2012. This period
included four years before using ERP system (the period from the
financial year 2004/2005 till 2007/2008) and four years (from
2008/2009 till 2011/2012) were after using ERP system. Many
indicators of earnings management were measured before and
after using ERP system. These indicators were quality of earnings,
quality of revenues, Sloan accrual measure, profit margin , and
asset turnover. The results indicated that:

1- After using ERP system quality of earnings, quality of
revenues and asset turnover ratio has increased and this
indicates that earnings management has decreased.

2- After using ERP system Sloan accrual measure and profit
margin have decreased and this indicates that earnings
management has decreased also.

According to these results the hypothesis of the research can
be accepted and one can say that using ERP system decreases
earnings management.

Key words: Enterprise Resource Planning System, earnings
management.
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