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ABSTRACT

In an era of rapid technological growth, data and information have become vital for businesses. To effectively
manage large volumes of data and integrate information across various departments, an Enterprise Resource
Planning (ERP) system is essential. However, the implementation of ERP poses challenges as it requires careful
consideration of economic, technical, and technological factors. This research seeks to analyze the effects of ERP
implementation on the financial performance of companies, specifically focusing on PT. XYZ, a medical
equipment distributor in Indonesia. A qualitative descriptive methodology is utilized to explore how ERP supports
data management and handles increases in transaction volume. Implementations of ERP systems, such as Odoo,
offer significant advantages, including the capability to generate real-time financial reports and track cash flow
in line with the company's logistics activities. Nevertheless, the ERP implementation process demands
considerable time and effort from management to ensure accurate and consistent data entry.

Keywords : ERP implementation, financial performance, ERP system, technology and materials.

INTRODUCTION

The rapid technological advancements
compel economic participants, including businesses,
to adapt accordingly. Failure to adapt may result in
the company falling behind. One outcome of these
technological advancements is the Enterprise
Resource Planning (ERP) system. An ERP system
comprises a collection of business application
modules that unify every function across various
divisions within a company, including human
resources, finance, manufacturing, sales, and
distribution  (Madani, 2009). This system
consolidates data and information from all divisions
of the company, which are critical assets that
encompass all aspects of the business. Typically,
ERP is implemented primarily in large-scale
companies.

The ERP system necessitates not only new
technology aimed at enhancing company
performance but also organizational capacity to
facilitate the change process (Martins & Santos,
2021). A primary benefit of an ERP system is its
ability to integrate data and information across an
organization in real time, leading to the automation
of business processes (Spathis & Constantinides,
2003). The implementation of an ERP system is
intricate, as companies must consider their
organizational structure, redesign work processes,
assess employee capabilities, and  adapt
management strategies (Caglio, 2003). The
significant complexity involved in the ERP
implementation process requires collaboration
among all stakeholders, both internal and external to
the company. Active involvement from top

management is essential, along with their readiness
to provide support, such as forming a team of skilled
system analysts and engaging in consultation to
align the vision (Caglio, 2003).

The quality of the system and information
significantly influences user satisfaction with the
system (Hidayati et al., 2017). However, due to the
complexity of ERP systems, they are primarily
implemented in large-scale companies. Recently,
rising implementation costs have prompted small
and medium-sized enterprises (SMEs) to start
adopting these systems, which are expected to
accelerate their development. One potential
challenge during the transition is the change in
attitudes among potential users. Resistance from
users can lead to failure in the ERP implementation
process (Aladwani, 2001). The adoption of ERP
systems in SMEs has become increasingly common,
driven by a growing number of vendors offering
simpler and more affordable options. Despite these
lower costs, the implementation process remains a
significant challenge for all companies (Olson &
Staley, 2012), and the risk of failure persists.
Nevertheless, the complexity of implementing an
ERP system carries the potential for enhanced
performance, particularly in terms of financial
performance. This financial performance is typically
the result of various decisions made by stakeholders
within the company, often summarized in financial
reports (Gunawan et al., 2017). This research aims
to examine the effects of ERP system
implementation on a company's financial
performance.
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The focus of this research is PT. XYZ, a medical
device distribution company in Indonesia. This
company was selected due to the significant increase
in sales transactions within the health sector
following the COVID-19 outbreak in 2019, driven
by the urgent demand for their products. The
research aims to explore how the ERP system can
assist in managing data and information at PT. XYZ
while enhancing the company's financial
performance. The study's scope includes employees
in leadership positions, specifically directors and
managers from various divisions of the company.
Currently, research in the fields of economics and
business emphasizes both national and international
economic and business development. The rapid
advancement of technology highlights the
importance of technological transformation in the
economy.

Literatur Review
1.Enterprise Resource Planning (ERP)

ERP systems have been researched and
developed for the past 40 years, during which
numerous trials and errors have contributed to the
evolution of the platform. Due to ongoing technical
advancements, the ERP system has emerged as a
strategic tool for managing business operations and
addressing the rapid growth of information
technology. The evolution of ERP systems reflects
the development of more specific functions from
Material Requirement Planning (MRP), introduced
in 1970, and Manufacturing Resource Planning
(MRP 1I), developed in 1980 (Metaxiotis, 2009).
Ongoing advancements have brought ERP systems
to a high level of maturity, with both software
vendors and users now well aware of the technical,
human, and financial resources required for
implementation. ERP systems should now be in an
era of easy configuration, allowing companies to
implement them in no more than six months.

2. Change Management

Many companies have come to recognize
the importance of simplifying and integrating all
systems and information operating within their
organizations. This effort aims to dismantle the
traditional vertical hierarchy that has typically
guided system establishment in businesses (Clegg &
Walsh, 2004). Such hierarchical systems often
impede the flow of information, which can hinder a
company's growth. This situation necessitates
changes within the management structure.
Management must adapt to evolving times and
technological advancements to develop a new
system that facilitates better coordination of
information between units and supports decision-
making within each unit.
When confronted with change, management may
face several challenges, including shifts in the
attitudes of potential users. Additionally, the
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implementation of an ERP system often encounters
failures due to user resistance (Aladwani, 2001). To
mitigate this resistance, management should first
influence the cognitive aspect of users' attitudes.
One effective strategy for implementing change is
through communication. A practical approach to
communication is to highlight the various benefits
that will arise from transitioning to an ERP system.
3. Previous Research

Numerous organizations worldwide have
widely implemented ERP systems to enhance their
business performance (Beheshti & Beheshti, 2010).
Research indicates that the significant differences
among large, small, and medium-sized companies
imply that IT or systems designed for large
enterprises cannot be directly applied to smaller
firms. Over the past two decades, ERP systems,
which were initially available only to large
corporations (Sledgianowski et al., 2008), have
evolved into one of the most crucial and costly
implementations of information technology (IT)
(Alaskari et al.,, 2021). As these systems have
developed, small and medium-sized enterprises
(SMEs) have shown interest in adopting them, as
ERP has demonstrated the ability to provide a
competitive edge. Furthermore, the pressures of
global competition and the challenges associated
with organizational complexity motivate many
businesses to implement ERP systems (Alaskari et
al., 2021).

Today, numerous vendors offer ERP systems
that are more affordable and better suited for
companies in the development stage (Zach et al.,
2014). Additionally, as large companies have
reached a saturation point in purchasing new ERP
systems, ERP developers are now focusing on
another potential market: SMEs. However,
implementing ERP in small and medium-sized
enterprises presents its own set of challenges
(Malhotra & Temponi, 2010a). Besides the high cost
and risks associated with ERP implementation
(Subanidja & Mercurius, 2019a), managing an ERP
system 1is particularly critical and complex for
SMEs, especially given their limited human and
financial resources (Alaskari et al., 2021).

Research on ERP is an emerging topic in
accounting information systems, indicating that ERP
implementation often falls short of expectations.
Despite being designed to enhance organizational
performance, new strategic control systems
encounter operational challenges that can make ERP
undesirable (Teittinen et al., 2013a). Implementing
ERP also involves numerous technical issues.
Studies have highlighted the need for significant
investments in training and consultancy for SME-
specific ERP implementations (Koh et al., 2009a).
For example, a UK-based specialist ERP vendor
found that effective implementation requires a
comprehensive five-day training model without
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extra consultation. This underscores the challenges
SME:s face in adopting ERP systems.

Additionally, the level of organizational
growth plays a crucial role in analyzing ERP
implementation (Zach et al., 2014), as smaller
companies are more prone to project failures than
larger ones. A strong understanding and
involvement of owner-managers in business
processes and ERP systems significantly enhance
ERP performance (Zach et al., 2014). This aligns
with existing literature, which emphasizes that a
clear understanding of business processes is
essential for the success of ERP system
implementation (Hollweck et al., 2015a; Malhotra et
al., 2010b; Martins et al., 2021).

Research on ERP adoption in Jordanian
SMEs has utilized the TOE (technology,
organization, and environment) framework to
identify the factors influencing ERP implementation
(Lutfi et al., 2022a). Findings indicate that factors
such as relative advantage, top management support,
organizational readiness, training, competitive
pressure, government support, and service provider
assistance significantly impact ERP adoption.
Additionally, other studies propose frameworks to
assist SMEs in implementing ERP systems,
emphasizing the need to address potential issues
during implementation (Alaskari et al., 2021). The

COVID-19 pandemic has brought substantial
changes to business dynamics, affecting
relationships among individuals, businesses,

customers, retailers, suppliers, and the services
provided (Alaskari et al., 2021).

Overall, resecarch on ERP in SMEs is
continually evolving, covering various aspects such
as the implementation process (Luthfi et al., 2022a;
Metaxiotis, 2009), its application across different
organizational functions (Madani, 2009), support
from service providers (Koh et al., 2009a), and
frameworks for ERP implementation (Alaskari et
al., 2021). ERP serves as a crucial backbone for
information systems within organizations (Yang et
al., 2007a). Thus, attention must be given to the
preparation, implementation, and sustainability
assessment of ERP systems. This research aims to
analyze the impact of ERP system implementation
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on the growth of SME-scale companies, particularly
during the unstable economic conditions of the
COVID-19 pandemic, focusing on significant
sectors like healthcare.

RESEARCH METHOD

This study employs a qualitative descriptive
approach to explore the implementation of ERP at
PT. XYZ, a medical equipment distributor in
Indonesia. This method was chosen to offer an in-
depth understanding of how ERP systems aid in
managing data and information, especially during a
notable increase in transactions, with a particular
emphasis on their effect on the company's financial
performance. The research mainly utilizes
interviews guided by elements established in
previous studies on ERP system usability, alongside
text analysis and walkthrough methods, to gather
insights into the process of aligning ERP systems
with business development.

Data collection consisted of interviews with
top and middle management employees, specifically
directors and managers from various company
divisions. These roles were chosen due to their
extensive  experience and  comprehensive
understanding of corporate information systems and
technology. The research utilizes primary data
gathered directly from the research subjects through
qualitative instruments such as interviews.
Additionally, efforts were made to enhance and
supplement the data with secondary sources. The
data analysis process emphasizes interpreting text
and interview data through segmentation,
categorization, and reorganization to derive
meaningful insights. The validity and reliability of
the data are ensured through source triangulation
and member checking, which aim to enhance the
credibility and consistency of the qualitative
methods employed in the study.

RESULTS AND DISCUSSION

The findings from the interviews, along with
various related sources, were analyzed using
the nVivo application. The nVivo tree map is
presented in the following Word Close:
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Figure 1. Results from the nVivo application for processing qualitative data on ERP implementation.

1. Data Processing

The primary benefit of using Odoo for ERP
is its real-time data updates. When a member of the
logistics division records the dispatch of goods, the
logistics  availability is instantly updated.
Concurrently, the financial department can observe
immediate changes in sales, which impact revenue.
Any modifications made by the logistics division are
automatically entered into the Odoo system, as they
follow predefined templates. Changes in inventory
levels are reported to other departments
automatically, eliminating the need for manual data
entry, such as using Excel. This streamlined process
enhances the speed of transactions, allowing for
quick updates in stock levels and facilitating the
automatic generation of financial reports.

However, the openness of data access, where
anyone can retrieve information from other
divisions, has posed challenges for ERP
implementation. Each department tends to view its
data as proprietary, which can create resistance. The
transaction process is expedited because the ERP
system reduces the need for frequent meetings;
updated reports are readily available, leading to
more efficient use of time.

It is important to highlight that the
implementation of the Odoo application has not yet
demonstrated effectiveness in lowering operational
costs. While Odoo can expedite the financial
reporting process related to inventory management
in the logistics division during the goods delivery
process, any cost reduction may be indirect. This is
primarily due to Odoo's capability to accelerate the
logistics recording process, which in turn shortens
the time required for preparing financial reports.
Although speeding up this process can lead to cost
savings, the Financial Department reports that the
ERP implementation actually increases expenses
associated with purchasing and maintaining the
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system. It's worth noting that acquiring ERP is a
significant investment.
2. Logistics Effectiveness

Data processing is intricately linked to
logistics efficiency. This means that identifying
significant practical issues in logistics is closely tied
to the data processing itself. For instance, any
problems related to real-time data quality during
data processing will also manifest in logistics
effectiveness.

The quality of data in this context pertains to
the inventory levels in the warehouse, the quantity
dispatched to buyers, and the revenue generated
from these transactions. Current inventory
conditions can be verified directly with the logistics
team in the warehouse. In essence, the quality of
data provided by the ERP implementation ensures
that the number of items in stock matches what is
reflected in the financial reports.

The recording of inventory, from the
warchouse to the delivery of goods to the buyer,
occurs in real-time. However, the ERP application
alone does not expedite the delivery process, as that
is dependent on the transportation services used.
Nevertheless, ERP enhances the speed of the goods
dispatch process by streamlining the recording of
items for sale, which are inputted directly into the
logistics department. This contrasts with the pre-
ERP implementation phase, where cross-checking
of inventory had to be performed manually,
potentially delaying the delivery process.

In addition to accelerating the goods dispatch
process, it suffices to record sold items just once in
the logistics department. Increased information
transparency for other departments, aside from
logistics, can significantly reduce errors in inventory
recording within the logistics division. This is
possible because other departments can alert the
logistics team if discrepancies arise between the
logistics entries and those from the expedition
department. Additionally, any variations in
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company revenue resulting from incorrect pricing of
goods can be identified and rectified promptly.

The key advantage of implementing Odoo as
an ERP system is its ability to reduce input errors,
particularly from the logistics division. For instance,
typographical errors when entering item details can
be minimized. Non-standard product model entries
can also be avoided. Besides preventing mistakes in
product naming, employees can accurately record
the quantity of items. Human errors can be mitigated
with the ERP system, which offers a default setup
for appropriate data entry. Furthermore, data
transparency within the ERP system acts as a control
mechanism to minimize these errors.

3. Effectiveness of Communication
Information

The output from nVivo does not distinguish
between communication and information, indicating
that the exchanges between departments consist
solely of information. Essentially, the essence of
communication is information.

Although the company has not been using
ERP for an extended period, all departments believe
they can quickly grasp how to utilize the ERP
application. This perception arises because the Odoo
interface is more user-friendly compared to similar
systems, such as SAP, which can be quite complex.
Even new employees typically manage to navigate
Odoo with minimal guidance. As a result, the
company can offer regular training sessions without
requiring specialized training; any necessary
training is usually conducted internally within
divisions. Consequently, the company sees no need
for consultations with developers. The main
challenge lies in the human resources aspect of
effectively utilizing the ERP application.

For communication to be effective, it must be
integrated with a centralized database within the
Odoo system. This means the company requires a
single server that serves all departments, not just the
logistics division. As a result, inputs from one
department can be accessed in real-time by others.
Centralizing data storage in a single database
simplifies database maintenance, addressing both
hardware and software needs.

Centralizing the database system, which is
also integrated with various departments, will
facilitate  effective =~ communication between
divisions. Internal communication here refers to the
availability of financial reports detailing stock levels
in the division until these are relayed to the finance
department. Virtual communication is enhanced as
each division can track the progress of all sections
through log notes. For instance, if a leader requires
information on overdue invoices, they can refer to
the log notes from the finance division. The sales
team also creates log notes to ensure that
information remains current.

and
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In addition to the log note feature, the chat
function aids in enhancing communication. Each
document movement activity is accompanied by
notes or log notes, serving as a type of discussion
among teams or with customers. Meanwhile, the
chat feature includes live chat options, which can be
used for internal communication or for engaging
with customers externally.
4.Effective Decision Making

Establishing a centralized, integrated
database for all divisions within the company leads
to more effective decision-making. Decisions
related to implementing Odoo include addressing
data discrepancies and, importantly, the ability to
forecast trends that can boost the company's
revenue. Effective decision-making also
encompasses the speed at which these decisions are
made.

The ERP system enhances decision-making
capabilities by improving the quality of reports
generated by each division. Leadership can make
informed decisions because reports from all
divisions are presented comprehensively and in real-
time, particularly concerning funding decisions like
investments and loans. The ERP system streamlines
the decision-making process, allowing for decisions
to be reached within minutes due to the availability
of high-quality data and real-time updates. For
instance, in managing receivables, automated
decision-making is delegated to the billing team,
which helps maintain a positive cash flow.

The flexibility in information gathering
allows employees to update data without needing to
be physically present in the office, which was
particularly advantageous during the Covid-19
pandemic. However, this convenience does not
imply that employees can be absent without reason.
This flexibility is mainly for those employees who
cannot attend the office but still need to input data.
They can enter information via mobile devices from
any location. Additionally, the FIFO system in the
ERP application helps sales staff determine which
products should be prioritized for shipment.
Simultaneously, the warechouse manager can
monitor sales performance. The Odoo system also
provides estimated delivery deadlines for sales
orders.

5. Effects on Financial Performance

The understanding of financial performance
as a benefit of utilizing ERP emphasizes the quality
of information presentation over the actual
reliability of the financial reports. Generally,
implementing ERP enhances the credibility of
financial information provided by the finance
department to stakeholders. By adopting ERP,
companies establish a management control system,
enabling leaders in each division to utilize a control
system or dashboard that enhances coordination and
streamlines business processes. Consequently, the
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information shared with stakeholders becomes more
reliable.

Additionally, ERP simplifies the preparation
of financial report documents by utilizing templates.
Each division only needs to click once to input data,
which is then disseminated to all relevant divisions.
This process makes financial reporting more
efficient since there’s no need for repeated
accounting entries, as they are already incorporated
in the templates. These templates aid in generating
balance sheets and profit and loss statements.
However, if these templates are not employed, the
logistics department will only manage the flow of
expenditures and cash income. Management can
oversee cash flow at any time, whether it is negative
or positive. For example, when reviewing accounts
receivable that have not yet been billed, the cash
flow may still reflect a positive status.

6. Challenges of ERP

The numerous advantages provided by ERP
technology come with both benefits and drawbacks.
From the user's standpoint, one significant challenge
arises from the program's source; for instance,
desktop users need a system that integrates with the
network. This necessitates that companies allocate
additional funds to acquire the latest generation of
computers or laptops. Mobile users, on the other
hand, face high storage demands and substantial
memory requirements. A major issue with ERP
revolves around system configuration. Since
performance settings for ERP can only be adjusted
on desktop systems, this poses difficulties for mobile
users. For instance, if a technician creates a
launcher, it may not be compatible with all devices.

The considerations to keep in mind before
implementing ERP primarily revolve around the
necessity for a capable database server and a reliable
internet connection. Additionally, the substantial
costs associated with ERP implementation, given its
commercial nature, must be evaluated before a
company commits to it. Organizations should assess
the disparity between cash flow and the expenses
incurred in acquiring the ERP system. If leadership
concludes that the risk of inaccurate cash flow is
higher than the ERP costs, then opting to invest in
the ERP system may be justified. Ultimately, this
challenge can be managed conceptually over the
long term through the effectiveness and efficiency
gained by the company from implementing ERP. On
the user side, there needs to be a willingness to share
data across different divisions. Furthermore, some
menus may not be user-friendly, and certain options
may be unnecessary for the company. However, as
a robust system, it does not necessitate specialized
consulting services.

CONCLUSION
Odoo, as a tool, offers significant potential
when it is backed by high-quality data. The
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implementation of Enterprise Resource Planning
(ERP) systems like Odoo can yield substantial
advantages, including the capability to generate real-
time financial reports and track cash flow in line
with the company's logistics operations. However,
the ERP implementation process demands
considerable time and effort from management to
guarantee consistent and precise data entry. Despite
this, the long-term advantages of ERP—including
quicker access to timely financial information and
the ability to monitor financial reports in real time
can make it a valuable investment for companies.
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