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Abstract

The study aims to assess the impact of the Continuous Auditing (CA) in ERP
system on maximizing the firm’s value. To achieve the study goal, a field study
was conducted through using the questionnaire lists and inferviews with external
auditors, academics in Egyptian universities, and IT staff (programmers and
analysts of information systems) in the selected companies. The findings of the
study indicated that (1) there are no significant differences among the study
categories about the impact of CA in ERP system on the firm’s value, {2) there'is a
significant relationship between applying CA in ERP system and the firm’s value,
and (3) there is a significant impact of applying CA in ERP system on maximizing
the firm’s value. Censidering the previous conclusions, the researchers can sugpest
a set of recommendations and future studies in this direction.
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1. Introduction

cted by a manual and error-prone operation.
Therefore, consolidations and calculations are carried out by hand, which increases
the risk of errors. in addition, penalties, and fines for “non-compliance with
financial reporting standards and guidelines have become harsh and severe for
organizations (Susan, 2014, P.7). Financial information plays an essential role in
many types of decisions. Decision making will be useful because the information
needs to be accurate, relevant, and reliable. This means that it is timely and free

from errors, oversights, and fraudulence (Chan & Vesarhelyi, 2011, p.2; Santosa, -

2020, p.391).

Financial reporting has been condu

So that, numerous companies rely greatly on computers and software to extend
accurate information to manage business processes effectively. The reliance on
information technology (IT) implementation in firms is increasingly for operating
successfully and generating 2 competitive advantage. Enterprise resource planning
(ERP) systems are the most advanced uses of IT that carried out by many

corporations (Azaltun, et al., 2013, p497).

According to (Rezaee, et al., 2018, p.173) Continuous Auditing (CA) is defined as:

1ables auditors to provide

“A comprehensive electronic audit process that e
n simultaneously with, or

some degree of assurance on continuous informatio
shortly after, the disclosure of the information.”

imized in the ERP environment can play a fundamental role

in helping both management and external auditors to detect errors and avoid
defalcations even in a complicated and integrated information environment. Thus,
the implementation of such a system is necessary for the firms’ survival {Shin, et

al., 2013).

Firm value is an indicator to measure shareholders welfare.
1e company must achieve, will be

The CA system opt

High increase in

company value is a long-term goal that tl
reflected in the market price of its shares as the investors' evaluation of the firm
hrough the mevement of the companies” stock prices, when stock

can be observed t
s (Purbawangsa, et al.,

price rises. the shareholders will get more financial benefit

2020, p.984).
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There is a direct relationship between the deployment of CA systems and the
value of the firm. This is illustrated by the fact thai corporate finance aims to
improve the value of the firm by reducing the related risks and minimizing the
costs associated with financing these investments (Rogers, 2009, P.62). On the
ather hand, CA will be achieved through improving the results of the organization
depending on the identification of timely errors, fraud and creating a strong
internal control environment across the organization. This effect heips to provide
management with faster, more timely and more reliable information for decision-
making to perform its functions effectively and efficiently, which in turn improves

the firm's value {Adesina, et al,, 2016, p.55).

The business and economic environment changes daily or even intraday basis in a
real-time economy. For companies to maintain their competitiveness, management
must make decisions depend on accurate and timely financial information.
However, the traditional audit model is outdated in the real time economy and is
not suitable for supplying real-time assurance. Management and auditors recognize
that innovation in traditional auditing practice is necessary to meet the demand for

real-time assurance.

The innovation of the iraditional auditing process by using an automation
technology such as CA would be an essential step towards the evolution of real-
time assurance. Through the application of CA, audit can be achieved not only
partially and in real-time but also with limited resources, CA improves audit
quality by making financial statements free from material misstatement, errors, and

fraud.

CA methodologies advance the provision of audit services by making the audit
process more cfficient and effective by using technology and automation.
Increasing efficiency and effectiveness of the audit process enables more frequent
or real-time audits and thus enhances the reliability of financial information in real
time, The ideal environment for a synergy system in a CA is an Enterprise
Resource Planning (ERP) system. Therefore, executives within organizations
should take a strategic view of compliance by adopting technology for CA,
Therefore, the three main research questions formulated in this paper are:
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» To whal extent are there significant differences among the study categories

about the impact of CA in ERP system on the firm’s value?
% Is there any relationship between: applying CA in ERP system and the frrm’s

value?
» Does applying CA in ERP syster have an impact o

value?

m maximizing the firm’s

So, the authors think that CA in ERP system will lead to mitigating business
risks, increasing investors® confidence in the reviewed information, preventing’
fraud, errors, and raising profitability. In addition, CA will contribute to growth

n and generate a competitive advantage; all these factors should in

and innovatio
n ERT

turn lead to improve the firm's value. Therefore, the application of CA i

System has an effective impact on the firm's value.

Research Objectives
Main objective i to clarify the impact of CA in ERP system on the firm's vaiue.

Sub-objectives are formulated to achieve the main objective:

3 Studying- and: analyzing the differences among the stucly .sategories about the

impact of CA in ERP system on the firm's value.

» Exploring the relationship between applying CA iri FIRP system and the
firm’s value.

5 Determining the impact of applyin
firm’s value.

g CA in ERP system on maximizing the

Research Importance
The importance of the research is d

ue to the following:

% 1t provides the field evidence around the impact of applying CA in ERP
system on maximizing the firm’s value and contr Jbutes to the creation of a
new relationship between CA in ERF system and " the firm’s value.

& 31 focuses on the new arguments about how the audit mechanism shouid be
and benefits from information technologies for audit and identifies CA. in
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ERP syster: as a new audit mechanism, as CA iz the most appropriate
method for firms that have applied the ERP system.

+ If contributes to activating the role of the external auditors by conducting
CA and using confidence services in the systems, thus keeping pace with the
changes used in the business environment and supporting and enhancing the
credibility of accounting information. It requires the auditors to be skilled
and well informed with new audit technology as they must be able to use an

ERP system.

% The importance of applying CA in ERP system for companies to improve
 the accuracy and reliability of financial reporting, enhance the audit quality
and achieve competitive advantages by reducing costs, strengthening
relationships with customers, better controlling over assets, operations, and
inancial performance, and working to improve the effectiveness of risk
managen:em that increases confidence ‘and dernand for shares, which leads

to improv-e the finn’s value.

2- Literatnre ¥eview and Hypotheses Development

—

In this section, the related literature is reviewed, and hypotheses are developed.

In 2010, Kuhn and $ uttian explored the alternative structures for CA which was
proposed in both the res earxch and practice environments. They mix a focus on the
practical facts of the cu rre nt technological options and ERP structures with the
emerging theory and res eairch on continuous ‘assurance models. The focus is on
identifying the strengths : ndl weaknesses of each architectural form as a basis for
forming a research agends thatwcould allow researchers to contribute to the future
development of both ERP system designs and auditor implementation strategies.
The results showed that the ‘evelution and pervasive use of ERP systems provides
the critical infrastructure ne eded for the effective development of the assurance
function from a periodic eve Bt 1o an ongoing process by the integration of CA
applications. Research literatu."e has shown two basic architectures for the system

1o develop and apply CA.
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The study of (Tum, 2013) aimed to examine CA approach in the framework of
literature. As a result of this investigation, CA is & new audit miechanism that is
necessary in the business worldwide, that requires serious standgards. The study
results showed that traditional auditing function has changed related to
technological progress. It is very possible that traditional aud’iting will change its
way towards a CA that uses intprmation technologies on a large scale.

In 2014, Malaescu and Suttoin aimed to evaluate external auditors’ dependence
on internal audit’s work when 5 ubmitting the advarced audit techniques by the
internal auditor and the impact f fis reliance on awdit hours included in the

pudize:. The findings of this study ingicated that aviditors:are willing to depend
more on intetnai audit wosk in a continuous audit environment than aie- - Jiemal
environment, and this effect is amplified when the audit report of the pre dous year
indicuics inat the effectiveness of internal controls are working correct‘_“’- The
hours for the commitment 3 2

results indicated that auditors increase budgeted
ses {raditional internal audit procedures.

nigher rate when the customer U

In 2016, Amin and Mohamed explored the auditors' perceptions in Egypt
toward the role that CA can perform in making up the challenges which face the
quality of financial information that is reported online. This study also discussed

the effect of the type of audif firm and years of expertise on these perceptions. The
d that most auditors in Egypt agree that the CA implementation

can meet the challenges related to the Internet financial reporting (IFR)
environment. The results also showed that there are considerable differences
between auditors working ir Big 4 audit firms and those working in focal
companies regarding the perceptions of the effect of CA on the timeliness of

gross results showe

information.

in 2016, Haynes and Li indicated the use of ERP software has become an

essential part of conducting business for many small, medium, and large
companies. This study presents a ¢ase study of accounting information specialists

in different divisions of the same conglomerate in the energy industry in Houston,
the rollout of ERP systems by

Texas that engaged in anti-fraud audits following
implementing CA. processes. The results indicated that the adoption of an ERP

system has a significant impact on the efficiency. fraud risk reduction, knowledge
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application, as well as the credibility of the auditing team. The most important
factors for the successful use of fraud mitigation techniques rely on ERP systems,

which frave continuous audit functions.

In 2019, Neamah and Hasan aimed to demonstrate the role of CA in activating
the reliability of the ERP system. The findings of the study indicated that the
application of CA techniques in enterprises that imp lement the ERP system helps
to create an. environment that allows efficient 'and effective control of the
enterprise. In addition, the us : of CA techniques helps to create a competitive
advantage for enterprises that ir iplement the ERP s.ystem by providing appropriate,
reliable, and timely informatior 3 that helps the lecision maker to rea(l:h the right
A wssiinestee w Te Towest cost and as quickly as possible.

In 2720, El-Serafy aimed to develop a proposed framework using CA
t‘3Chn'olo‘gy adoption in ERP system to improve internal audit performance. To
ackeve this goal, the levels of changing from traditional auditing to CA in
ERP system have been presented, the study results indicated that there is a
significant relationship between adopting CA in ERP system and the internal audit
performance, and there is a significant impact of adopting CA technology on
improving internal audit performance, develop a proposed framework by using CA

*echnology adoption in ERP system to improve internal audit performance.

In 2020, Al-Tarawneh, et al., indicated that the business experienced to
implement ERP systems for improving operations then internal and external
auditors facing new challenges need to improve their understanding within ERP
environment, within ISA 610 does the external auditors mostly rely on the internal
auditors’ work under ERP continuous auditing. The study revealed that external
auditor relies on continuous internal auditor work using ISA 610, which may
indicate the need to improve external auditors’ abilities in understanding and
auditing computerized systems in general, especially auditing ERP systems.

In 2018, Thamrin, et al., aimed to identify the factors which impact on the
firm’s value. The sample of the study invelved of 45 manufacturing firms listed in
the Indonesia Stock Exchange (ISE) that contained financial statements during the
years (2012-2016). The study results showed that at the same time the firms’ value
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was affected by investment decisions, financial decisions, and financial
performance. The findings found that the decisions of investment and the
performance of the company have a positive relationship to finn’s value, but the
decisions of financing kave a negative impact on the value of the firm. In addtition,
e damenstrated the long-term influence on the value

the lateness of the firm’:
of the firm miodel,

In 2021, Putr, ot )., aimed to assess the =ffeet of profitability, business risk,
rad intelleciual capital on cothpasy value. The results showed that profitability as
measured by Relun on Equity {ROF) does nof give any influence on the corpany
value, business risk as messured by husiness risk (BRISK) give positive influence
on the company value, and iniellectual capital as measured by vahic added
intellectual capital (VAIC) desy not gnive any influeice on the company value.

15 2019, Hsiung, et al., explored the impact of the company's adoption of ERP
systerns on firm value, and to understand whether the successiul setting of multiple
ERP systerns would affect firm value. The empirical results of this study indicated:
The positive relationship between the enterprise's adoption of the ERP system and
the firm value, that is, the adoption of the ERP system enhanced the firm value.
The number of adoption ERP systems had a positive reaction with the firm value.
It showed that the company introduced different systems, which further integrated
enterprise process requirernents and created firm value. The introduction petiod of
the enterprise guidsnce FRP system had a negative relationship with the firm
value, it is showed that the company successfully introduced the system and
launched it in the shortest tiine, the fastest the enterprise used the ERP system for

management apd operation, so enhanced the firm value.

In 2020, Nur and Putra showed that it is important to implement information
technolagy for value improvernent, such as ERP impiementation. This study aimed
to examine the effect of ERP implementation on oil and gas firm value. The
conclusions of the study appeared that ERP implementation increases firm value.
ERP provides higher information quality, integrated relationship among firm’s
functions and departments, integrated relation between supplier and customer, as

well as efficiency in resource usage.

104



Previous studies declared that:
» The necessity of the external auditor’s cooperation with IT department when

carrying out the CA and the importance of cooperation between the external
auditor and the internal audit department to assure the continuous

examination of electronic systems.

Clarifying the importance of qualifying and training auditors to use
automated applications, as the application of new technology requires a lot
of qualifications and training, and there is a Jack of training centers.

The traditional auditing changes its way toward CA which widely uses
information technologies and transform from manual to automation, CA
would be more effective than a periodic audit, CA for the corporate
transactions is not a new one, but innovations in technology have redefined
it. The mechanism of CA depends on the capability of the system to detect
frauds, prevent errors, risk taking and assess the type of risk effectively
which in turn reflected to improve the firm’s value.

ERP systems increase the quality of financial information, obtain immediate
information, and provide information in a timely to serve decision makers,
which can contribute to improve the firm’s value.

This study will discuss the impact of CA in ERP system’s environment on
maximizing the firm’s value (A field study), the contribution of applying CA
in ERP system should be beneficiary for the auditors. The previous studies
did not discuss the impact of CA in ERP system on the firm's value.
Therefore, this is what the current study seeks by testing the study
hypotheses to realize the extent to which the impact of CA in ERP system on

the firm’s value.

The current study differs from previous studies in the foillowing:
» The study deals with the performance of CA by the external audit firms, as

most of the studies dealt with CA as one of the tasks of the internal audit.



*  This study complements the literature and extends its scope to include the
impact of CA in ERP system on maximizing the firm’s value.

« The current study provides empirical evidence about the impact of CA in
ERP system on maximizing the firm’s value,

» The sindy is charsstericed as being conducted in the Egyptian business
environment, which differs from the majority of studies conducted in a
foreign business environmsnt,

» Applying CA in BRF syiieo o inaximize the firm's value is 2 new frend,
which has hecing an sssental requirement after the acceleration of new
tcchnologies sad the wse of information technelogy systems that can be
useful for Foyptian companies.

Therefore, the hypotheses can be developed as follows:

ant differences among the study categories about the

Hi: “There #te no sigs
impact of CA in ERP system on the firm’s value™.

Fi2: “There is no significant relationship between applying CA in ERP system
and the fime’s value™,

ificant impact of applying CA in ERP system on

s noo sig

H3: “The

maximizing the firm's vaiue”™.

3- CA in ERP Svstem

The need for CA has increased in the global digital economy. Modern
computer-based sysiems make it possible to measure and monitor business
processes at an unprecedented level of detail in a real- or near real-time basis. This
empowers auditors to become increasingly dependent on computer technology and
software tools like ERP system (Singh, ¢t al., 2014).

Advances in ERP systems, CA software for governance, risk, and compliance
(GRC), data modeling and data analy(ics and other tools and techniques have made
accurate, detailed, and timely financial information and data available, creating a
technological infrastructure for the use of CA. The implementation of ERP systems
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and related technologies precede CA implementation. However, ERP systems, the
investment that is justified for management control purposes, are dual-use and
adaptive to support CA. For reasons related cost, efficiency, and effectiveness

(Sun, etal,, 2015, p.192).

(Haynes & Li, 2016) showed that the adoption of an ERP system has a
significant effect on the efficiency, fraud risk reduction, application of knowledge,
as well as the credibility of the auditing team. The most important factors for the
successful use of fraud mitigation techniques are based on ERP systems, which

have continuous audit functions.

CA is based on two fundamental issues (Hazer, 2021, p.254):

* The audit of a transaction is done as it is happening or in a very short time,
so that the anomalies are detected in real time.

* Areport is issued after the audit. This report can be a formal one or a list of
anomalies.
The realization of these fundamental issues enables auditors to give written

assurance on the audit domain in real time.

. E‘n"té?ﬁfisé‘ 'ﬁé‘sddrcé‘lﬁlat"fﬁih‘éﬁ(ﬁﬁﬁ) 'sfysfems are the Iarﬁggt _sc;ftwgrq_ P_ackages
of information systems, which integrates all the u;llnr;s il)‘aﬂié'xl‘gé%;liigé?ilolﬁ! at the
information ievel. The utilization of ERP system is a key point for a successful
enterprise because ERP system is one of the most widely accepted choices to
obtain competitive advantage for manufacturing companies (Nguyen, et al., 2021,

p.127; Beri¢, et al,, 2018, p-400).
3-1 CA objectives

1) Businesses are shifting over to a CA because, it is to simplify the procedure
of providing timely assurance on that business processes are well-controlled
and complies with the business’s objectives to ensure reliable results (Teeter,

2014).
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2)

a)

33 Copditiors that o

CA process aims to reduce overall costs and distribute the work throughout
the entire year. Simultaneously, CA, in conjunction with systems like ERP,
can improve the accuracy and refiability of financial statements, while also
reducing the time to produce them (Ragan, et al., 2014, p.350).

CA methodologies incresse audit coverage and higher-risk areas with far
less lsbor intensive and thus have the possibility of reducing the cutrent
i2 griabling = timelier assurance (Gonzalez, et al, 2012).

CORairal

should be fo open an organization 1o
bitshing broad-based frust,

The finai goal of 5

ihercby est

A
[nd

tirdepondent and

which obviziss the need

1 be and af a lower cost. innovations

LS

inn Ca gystem: (Aboo, 2014, p 17}

Aul processor for real-fine reporting,
fundant Arzay of Independent Disks (RAID) allowed for

fanl

; snslve storege: this was allowed by the evolution
of netabytes; they are the next unit of measure afier terabytes und allows for

nore storage space at the same cost,
trengferred or stored electronically. data reliability

ar b

Szeunity: the data must be
is one of the ssaurances that the syatem has to offer.

be considered when implementing CA in ERP
o

zt

svetem: {Fouwd, 2016, p.5EG),

1-

3.

1y

The necessity for the external avditor w cooperate with the 1T department
when applying the continuous audit approach.

The mportance of cooperativi between the external auditor and the internal
audit department fo cstire continuous examination of electronic systems.
The importance of qualifying auditors to use automated applications.



Implementing the CA system offer an innovative approach to auditing in the
ERP-based environment because it facilitates both internal auditor and external
-auditor to achieve the audit objectives efficiently and effectively. So, firms should
focus on 3 changes: (1) shifting from periodic auditing to CA; (2) moving from an
auditing approach that relies on information collected by individuals to one which
uses electronic system, including ERP system; and (3} adoption of a risk-based

auditing support system (Shin, et al., 2013, p.593).

3-4 Methodology of CA in ERP System

Many studies have considered the advantages of applying CA in ERP system
(Shin, et al., 2013; Razaei, 2013; Kanellou & Spathis, 2011, 2013) as follows:

* CA technology in ERP system adds value to business reports published
electronically due to timely submission of the audit report, timely disclosure,
and fraud of financial information, ensuring that information is safe,
accurate, and reliable in decision-making.

* CA technology in ERP system gives confidence and credibility to business
reports because of issuing customized reports suitable for internal and

external use.
* Comprehensiveness and flexibility by providing website profection services.

Therefore, Relying on CA by the external auditor in the ERP system
environment contributes to improving the quality of electronic business reports
because of providing the audit report immediately. The use of CA helps to create a
- competitive advantage for companies that apply ERP system by providing relevant,
reliable, and timely information at the lowest cost and as quickly as possible and
reducing fraud and risk and enhancing audit effectiveness and efficiency.

4- Firm’s Value_

In the era of globalization and rapid technological advances today, the
development of the business world, both in the service sector and in production, is
developing very rapidly, this has an impact on business competition between
companies, and it requires each company 1o improve its performance to be able to
compete for market position and maintain business continuity so that the
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company’s goals are achieved properly. The main objective of pubiicly companies
Is to increase the prosperity of company owners or shareholders by increasing
company value. This is because firm value is a parameter of the success level of
company imanagement in managing its resources (Salim & Firdaus, 2020, p.41).

According to (Momon, et 2], 2021, p.42) defined Firm value is:

“The sumi of the present vajue of future cash flows generated by the company's
current assets plus potential investment projects. The current share value not only
reflects current carnings capacity but also reflects expectations of future operating
and investment performsnce. Fimm value can be scen from the maximization of
sharehoider wealth. Firm value is related to stock prices, by looking at high stock
prices, the firm value is also high. A high firm value will make the market believe
not only in the company's current performance bui also in the company's

prospects™.

Financial performance provides informntion needed by investors, and Firm’s
value is used to reflect the real value of the company more realistically by
considering the concept of market value. The investors need the actual value of the
firm to be a factor to consider for them to invest in the company (Harnida, ef al.,
2021, p.791).

Firm value is especially critical to more organizations and investors because it
represents the true value of the company. The major goal of investors is to choose
a company that will certainly bring profits to them as much as possible, This means
that every company must have good performance to show that it is wealthy, stable,
and reliable for more and more investment to come into the firm (Le Ha & Minh,

2020, p.626).

4-1 Firm’s value objectives

» Generally, a company will always try to achieve its goals, both short-term
goals such as maximizing corporate profits with resources owned and long-
term goals such as being able to increase firm value and the welfare of
shareholders (Bandanuji & Khoiruddin, 2020, p.200). The primary objective
of the company in the business world is to maximize the value of the firm
and get maximum profit. Corporate value is not only influenced by

16



economic performance but can also come from performance obtain from
social activities (Ardillah, 2018, p.60).

» The main purpose of the company, according to the theory of the firm, is to
maximize the wealth or value of the company. Maximizing the firm value is
very important for a company, because by maximizing the value of the
company, one also maximizes shareholder wealth, which is the main goal of
the company. The company value is reflected in the bargaining power of the
stock; if the company is seen as a company that has a good prospect in the
future, the value of the stock wili be very high (Hirdinis, 2019, p.177).

4-2 Benefits of ERP system for the firm: (Nur & Putra, 2020)

* Help firm to make less costly and timely accounting process.

Increase employee effectively to generate sales and reduce production cost.

* Help the firm activities to be automated.

* Improve higher financial performance (such as return on investment and
assets turnover), and market give positive response to it.

* Help firm to improve return on assets.

¢ Improve firm productivity.

+ Improves supply chain performance to generate revenue.

* Improves information integration to generate better information quality,

Helps manager to perform better monitoring and control function. Integrated

system can eliminate limitation across firms’ functions so manager carn get

reliable information to make best decision.

* Help firm to reduce the needs of large employees and working forces.

Therefore, the implementation of ERP system helps firm business in many aspects
(include in operational, financial, market share aspects), it can be concluded that

ERP system implementation has positive effect on firm value,
The adoption of ERP system increases the firm value because investors beljeved

that the introduction of ERP systems into enterprises would accelerate the process
timeliness, production effi tciency, mlproved business processes and productivity,
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the market value of firms could be increased, so improved the firm’s value
(Hsiung, et al., 2019).
4-3 The impact of CA in ERP system on max{mizing the Firm’s.value

Medem cormipanies can create added value and competitive advantage if have
fgvation. By knowing the competitive advantage,

the ability in technalosy an
the company will be able io maximize its strength to compete with other

If the compuny's competitive advantape can be maximized, the
shility to generate prepter profits that shows the company's financial

performanzs s increasiug in onie direction with a better company vaive, In
eopjuneticn with the siakeholder Sheory, it is explained that all company activitics
levd o vahic cresiion, value cwaership and utilization of intellectual rescurces
f5 achigve corapetitive advantage and increase added value

Cofnne

COMPEnNY's

enabbng oo npauh
(setiany, ef al, 2000

Thz application of CA technologies in ERP system increases the confidence
managers sid employees place in data for decision making snd reporting. This in

turn should improve the speed and quality of ¢ decision-making. In addition {o
improving speed and quality of deeisions, technology can provide business value
fo an arganization. Business value includes o sustainable competitive advantage,
Gsitive retim on invesiments, higher productivity, and lower costs. If the CA
echnology reduces the cost of intermal control, the cest of compliance, as well as
increases the effretiveness of the audit process, then this creates positive business

value {Vasathelyi, et al, 2012; Rikhardsson & Dull, 20143

3¢
Py
‘
t

There are several advantages of adoption CA in ERP system which have positive

impagt on orgamz:atiom; are categorized inte (Wiegerinck, 2019):

# Reducz risk (higher quality of business process). ,
Reduce costs on the audit (by greater productivity, increase in ef fectiveness,
regicing the mvmg iiz warkioad on the andit results in reducing the iime
and costs on an audit spend, higher quality of the audit).

Creates value for orgamization, value creation is mentioned as {more
frequent audit, improved reporting and decision making, the scalabitity of

CA}.
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Hence, applying CA in ERP system offers numerous features to organizations,
including cost savings, greater accounting accuracy, provides early detection of
discrepancies within the accounts, improving profitability, continuous inspection,
more timely disclosure of accurate financial information, enhanced fraud risk
management, and reinforcing investors’ confidence (Gonzalez & Hoffman, 2018),
Using of these benefits will improve and maximize the firm’s value. Therefore, the
application of CA in ERP system has a positive impact on the firm’s value.

5-Methodology:

The field study includes a description of the audit firms applied CA technology and
companies that applied ERP system in Egypt, society, sample, the data collection
method, and statistical techniques.

5-1 Population and Sample:

The authors distributed the questionnaire lists with in the selected audit firms, as
these firms already applied CA and companies applying ERP system related to the
study. The study sample consisted of (74) external auditors with a percentage of
(38%), (72) of academics with a percentage of (37%) and (51) IT staff with a
percentage of (26%). The final number of questionnaires lists totaled (197). The
guestionnaire lists were distributed to the study sample to answer at a specific time,
then the data were collected and statistically analyzed after testing statistical
viability for the normal distribution of the data, where the response rate can be

illustrated in table (1)
Tabie (1)
Distribution of the Study Sample According to the Response Rate

Valid Cumulative

Statement Frequency Percent Percent Percent
External auditors 74 37.6 37.6 37.6
Academics 72 16.5 36.5 74.1
IT Staff 5l 259 259 100.0
Total 197 100.0 100.0

{Source: researcher’s calculation)
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¥ Distribution of the study sample and community according to the scientific

gualification,
Table (2)
Distribution of the study sample aceording to the sclentific qualification

BT Gualinoaiah g Froquenty.. S

| BSc 98

Driploma ) — 26

I MSC e 40

PR e 33

Total 19T

{Source: researcher’s caleulation)

The table (2) iMustrases that s big number of the respendents have a high level of
education {Diploma, MSc, and PhD}, as they represent (50.3%) about half of the

respondents.

Dhstzibution of the siudy sample and community acecerding to experience in the

academic and auditing field.

Table (3)
Distribution of the study sample according to experience in the academic and

auditing field

Experiznce ;nuﬁiﬁzaéemnc and Frequency Percent
 Less than 5 years B A 13.2
Between 5-10 years 107 4.3
More than 10 years L 64 325
Total : 197 100.0

(Source: researcher’s calculation)
The table (3) shows the high level of academic and aﬁditing experience, as (86.8)

of the respondents have more than 5 years of experience and deal with their

profession for a reasonable period.
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» Distribution of the study sample according to training courses.

Table (4)
Distribution of the study sample according to training courses
| Training courses Frequency Percent
Continucus 141 71.6
Don't have 14 7.1
Other 42 21.3
Total 197 100.0

(Source: researcher’s calculation)

The table {4) declares the high level of training courses, as (71.6%) of the

respondents who have continuous courses.

Through the

previous

presentation

it

is

possible to confirm

the

possibility ‘of relying on the results obtained as they are based on a high

balance of experience and education.

5-2 Study Variables:

X1 to X6 totaling (44) factors.

totaling (23) factors.

5-3 Data Collection:

Independent variable (X} is the CA in ERP system including variables from

Dependent Variable (Y} is Firm’s Value including varniables from Y1 to Y3

The authors depended on the following resources to achieve the main study

objective:

» The questionnaire list is considered as a basic tool for collecting the needed
data about the impact of CA in ERP system on maximizing the firm’s value,
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and the researchers relied on some previous Arabic and forcign studies to
assisi in preparing the required questionnaire about the field study.

% The researchers used the questionnaire list to collect'the nceded data through
.*.hf: chosen sample of external auditors, academics, and IT staff (Specialists
siizg and programming information systems) represented

1 the fled o :iii,‘is.lz

h_v the study popuiating,

-4 Statistienl Technigues

(9.1

1 et S By
Many aratistieal techaiguzs have hoe

# Descriptive Anabysiz ach's Alpha, One-Sample Kolmogorov-Smimov
Tess, Fruskal-Wallls Test, Corrslation analysis, and Multiple Regression

* 3
Analysis,
The validity and velizhility of the study variabies
i

To determing the efficiency of the questionnaire list, the ressarcher can use the
test of Cronbacl's Alphe which measures the reliability and stability of the survey.
According o stafistical standards, the value is accepted in case of the desired limits

(equal or greater than 60%) to apply the resulis to the study population.

The reliability of messurements in the Study
It means that the same results of the measurements will be given in case of
radistributing thera ai any time and 1 the same conditionz. To test the

reliability and stability of the questionnaire, Cronbach's Alpha test is used.

The validity of the ftewuse in the Stady
The validity of any messurements was confirmed through the reliability

oefficient, as it was one of the main siatlstical methods.
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Table (5)
The reliability & validity of the basic variables in the survey

Basic Axes of the Codin f Number of | Reliability [ Validity
Questionnaire £ statements | coefficient | coefficient

Reasons for applying CA in ERP ‘ X1 ' 9 ’ 0.663 0.814 1
system )
Motives for using CA by the ‘ X2 ’ 6 ! 0.756 ' 0.869 "
external auditor i
Advantages of applying CA in ERP I X3 ’ 1 ‘ 0.755 ‘ 0.868
system ]
Conditions and requirements for , ’ ’ , 0.835
applying CA in ERP system x4 7 0.698
Characteristics of CA in ERP s I . ’ 0.560 ' 0.754
system )
Challenges of Applying CA in ERP » ! s ’ 0.766 } 0.875
system '

| Total Items of (X) | 44 [ o879 | o0s37
The impact of applying ERP system ¥1 ‘ 4 l 0.805 ’ 0.897
on the firm’s value )
Benefits ofapp]}:'ing ERP system for Y2 ) 7 l 0.640 J 0.8
a company's business
The impact of CA in ERP system on va ( 12 [ 0.804 ( 0.896
maximizing the Firm’s value ‘ - '
Total Items of (Y) [ |23 | 0876 | 0936
Total ltems of (X & Y) [ |67 | 0932 | 00965

{Source; researcher’s calculation)

» Table (5) illustrates that the value of validity coefficient at the survey level
in general is (96.5%), which is statistically good. The validity coefficient
values for all the questions and axes of the survey list are (0.814, 0.869,
0.868, 0.835, 0.754, 0.875, 0.897, 0.8, 0.896} also statistically good. The
validity coefficient is 60% or more.

# Table (5) also shows that the value of the reliability coefficient at the
survey level in general is (93.2%), which is statistically good. The

reliability coefficient values for all the questions and statements of the
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survey list are (0.663, 0.756, 0.755, 0.698, 0.569, 0.766, 0.805, 0.640,
0.804) also statistically good. The reliability coefficient is 60% or more.
Therefore, the s'urvey list has a high degree of internal consistency and

reliability, and the researcher can rely on them to achieve the objectives of

the study and popularize the results.

Table (6)
The results of (Koimogorov-Smirnov) test for the normal distribution of the data
T B ‘ . . Test
Coding Questionnaire Axes Statistic P-value
X1 Reasons for applying Continuous auditing in ERP system. 0.135 000
X2 Motives for using Continuous auditing by the external auditor. 0.21% 000
X3 Advantages of applying CA in ERP system. 0.118 .000
X4 Conditions and requirements for applying CA in ERP system. 0.186 00
X5 Characteristics of CA in ERP system. 0177 000
X6 Challenges of Applying Continuous Auditing in ERP system. 0.143 000
Y1 The impact of applying ERP system on the firm’s value. 0.167 .000
. . " : 0.247
Y2 Benefits of applying ERP system for a company's business. 000
The impact of Continuous auditing in -ERP system on 0.096
Y3 L " 000
maximizing the Firm's value.

{Source: researcher’s calculation)

Table (6) illustrates that P-value (significant) for test statistic in Kolmogorov test

is less than (0.05), so the data does not follow the normal distribution. On the other
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hand, the researcher will rely on nonparametric tests to prove the hypotheses

validity and achieve more accurate results.

Results Discussion and Hypothesis Testing‘

Testing the First Hypothesis
“There are no significant differences among the study categories about the

impact of CA in ERP system on the firm’s value”. To test this hypothesis,
the researcher can use (Kruskal-Wallis Test) which aims to test the
significance of differences in the.mean between the study sample (external
auditors, academics in Egyptian universities, IT staff) about the impact of
CA in ERP system environment on maximizing the firm’s value. This test
shows if there are differences between the opinions of the sample on CA in
ERP system (X) and firm’s value (Y). Table (7) illustrates the results of
Kruskal-Wallis Test as follow:
Table (7)

Kruskal-Wallis test resuits related to the impact of CA in ERP system

and the firm’s value

f Mean Rank Kruskal—WalIﬂ
Test
External | Ac2demics | pp o} g ]
Auditors in Egyptian staff | Squa 1
u universities quare | value
Reas""s for applying CA in [ 0 o 97.51 | 9577 | 0525 {0769
ERP system.
[xz Motives for using CA by the [ |00 o 9181 | 10052 | 2.062 | 0357
external auditor
Advantages of applying CA [ ¢ o/ 9805 {10057 | 0.060 |0.97]
in ERP system.
Condiifons and requirements _
for applying CA in ERP! 9555 104.88 95.7 1.259 | 0.533
systen. '
E(s Characteristics of CA fn ERP{ 9776 | 10322 | 94.84 | 0.721 0.697I

-YE



Challenges of applying CAIn | g ¢, 106.15 | 9934 | 2374 |0.305
ERP system.

The impact of applying BRP'| 103 15 1 9370 | 100.46 | 1.088 | 0.580
system on the firm’s value,

Benefits of applying ERP '
Y2 | system for a company's| 99.28
business.

the impact of CA in ERP
Y3 { system on maximizing -the
Firm’s value,

X6

Yl

95.78 99.28 0.433 | 0.805

99.95 98.19 98.76 0.036 | 0.982

. (Source: researcher’s calculation)

The results of Kruskal-Wallis test according to table (7) illustrate that there
are no differences. among the sample members around (Reascns for alpp]ying
CAin ERP system, Moﬁves for using CA by the external auditdr, Advantages
of applying CA in ERP system, Conditions and requirements for applying CA
in ERP system, Characteristics of CA in ERP system, Challenges of applying
CA in ERP system, The impact of applying ERP system on the firm’s value,
Ber;eﬁts of applying ERP system for a company's business, the impact of CA in
ERP system on maximizing the Firh’s value.) because the significance level is
more than 5%.

Table (8)

Kruskal-Wallis test results according to the scientific qualification
Kruskal-Wallis

Mean Rank Test
) Chi- | P-
Axes BSc | Diploma | MSc | PhD Square | value
x1 | Reasons for applying CA in\ 1501 | 8300 |11546( 71.14 | 14.886 | 0.002
ERP system. _ :
o | Motives for using”CA by the | 15051 | 946 |102.14 | 71.52 | 12,301 { 0.006
external auditor
\3 | Advantages of applying CA il 9501 1 11023 | ''274 | s2.68 | 6361 | 0.095
ERP system.

Conditions and requirements
4 [ lor applying CA in ERP| 92.26 | 11517 10525 1 98.70 [ 4,118 | 0.249
syslem.
Characteristics of CA in ERP | g1 44 | 120,19 | 122.53 | 76.23 | 17.881 | 0.000

x5 system.
X6 | Challenges of applying CA in| 94.13 [ ¥31.88 | 89.25 | 99.36 1 10.830 | 0.013
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L

Yi

The impact of applying ERP I l ‘ 7
system on the firm’s valic. 103, 79 99.06 115.50 | 64.73 | 16.588 | 0.001

|
Benefits of applying ERP
Y?. system .for 3 company's | 93,77 | 122.63 | 109.55 83.12 | 9332 | 0.025

business,
[ the impact of CA in LRP

Y3 [ system  on maximizing the( 92,07 I i13.15 !HB.QSI 8423} 10.212 00!7]
Firm’s value.

(Source: researcher's calculation)

Table (8) proves that there are no differences among the sample oplmons
according to the scientific qualification regarding the varaables (Advantages of
applying CA in ERP system, Conditions, and requirements for applying CA in ERP
system}, because the significance level is more than 5%, except the variables (X1,

X2,X5,X6, Y1, Y2, Y3) because all of them are less than 5%.

Table (9)

Kruskai-Wallis test results according to Years of experience

I ' Mean Rank Kruskal-Wallis ’
Test
Less Between | More .
L Axes thans | 540 | thanto [ CE | P- /
quare | value
years years years i

Si*:;ﬁ;‘s for applying CA "in ERP[ 11940) 100,73 / 72.77 Izo930’ 0.000
m:;::s for using CA by the e"“’m"’”] 104.02 I 102.96 f 90.34 l 2281 | 0320

Advantages of appiying CA in ERP ’ 56.00
system.

Conditions  and requirements  for ’ l
applying CA in ERP system. ! 70.85 ’ 96.82 114.08 | 1i.459 | 0.003
80.69 | 93.80 | 115.13 | 8.935 [ 0.0

X5 | Characteristics of CA in ERP system. A3 ]
77.80 ‘ 121.77 I 33.694

97.27 ’ 119.37 ’ 23.195

—

system.
The impact of applying ERD system on
the firm’s value,

Benefits of applying ERP system, for a 81.42 ! 96.88 I 109.68
coimpany's business.

the ll'l‘lpdC[ of CA in ERP system on 59.23 98.64
maximizing the Firm's value,

I
Challenges of applying CA in ERP [ 130.19
[ 87.06 I 108.27

11575 | 18.24]

(Source: researcher ’s calculation)



" The results of table (9) declare that there are no differences among the study
sample accordmg to the years of expenence regarding the var:ables {(Motives for
using CA by the external “auditor, ‘Benefits of applying ERP system for a

company's business) as the significance level is more than 5%, except the variables

(X1, X3, X4, X5, X6, Y1, ¥3) because all. of them are less than 5%.

Table (10)
Kruskal-Wallis test results according to training courses

Kruskal-Wallis

Mean Renk
Test
. Don’t .Chi- | P-
Axes Continuous have Other Square | value
Reasons for applying CA in ERP .
X | etem, 88.47 | 14814 | 117.98 | 20.113°| 0.000
Xa | Moves for using CA by the extemal | g3 15 11939 | 11186 | 5.622 | 0.060
Advantages of applying CA in ERP
X3 system, 96.89 107.96 | 103.08 | 0.759.. | 0.684
Conditions  and requtremcnts for :
X4 applying CA in ERP system. 103.43 87.86 87.86 3121 0.210
X5 | Characteristics of CA in ERP svstem. 94.55 126.04 | 104.92 | 4.584 (.10]
x6 | Challenges of applying CA In ERP | o715 | 11654 | 9944 | 1520 | 0.468
system.
The impact of applying ERP system on
Y1 e firm's value. 90.46 138.11 | 114.62 | 13.401 | 0.001
v | Benefits of applying ERP system for & | 9566 | 113,32 | 105.44 | 1926 | 0382
company's business. -
y3 | The impact of CA in ERP system o0 | o409 | 119.25 | 105.73 | 3060 | 0217

maximizing the Firm’s vaiue.

{Source: researcher's calculation)

¥ The resultg"t;f table (10) declare that there are no['diffc'rences between the

study sample according to the training courses around the variables: Motives

for using CA by the external auditor, Advantages (_:_of applying CA in ERP

system, Conditions and requirements for -app]'ying‘CA in ERP system,

Characteristics of CA in ERP system, Challénges -of applying CA in ERP

system, Benefits of applying ERP system for a company's business, the
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impact of CA in ERP system on maximizing the Firm’s valye, Because all
the previous variables are more than 5% (significance level).
> The results also showed that there are differences among the study sample
according to the training courses around the variables (Reasons for applying
CA in ERP system and the impact of applying ERP systém on the firm’s

value), as they are less than 5%.

Therefore, the researchers can accept the study hypothesis: “There are no .

significant differences among the study categories about the impact of CA in ERP

system on the firm’s value”,

Testing the Second Hypothesis

"There is no significant relationship between the applyin
- To test this hypothesis, the spearman coefficient will be
sults of this test as

g of CA in ERP system

and the firm’s valye "
used for correlation analysis and table (11) can show the re

follows;
Table (11)
Matrix correlation coefficients between the.basic Variables (X&Y)
CA in ERP .
/ Statistics system Flrm(’{’Value
(X) )
s Correlation o
g::t::nEg(f coefficient ’ l l 697
{Spearman) :
Ijigniﬁcance level , ‘ 0.000 ‘]
Firm’s Value (Y) Correlation .
coefficient 697 i
(Spearman)
Significance level | 0.000 |

Significance leve]
(0.01)
(Source: researcher’s calculation)
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% The table (11) can illustrate the strong positive correlation between the basic

variables (X, Y) (CA in ERP system & Firm’s Value), as the correlation

coefficient is (0.697**) according to the correlation of Person, and at a

significance level of (1%). It is also noted that there is an assurance related

to the validity of the statements that can be used to measure the study

variables, therefore the basic variables (X, Y) are really correlated, as result

of the previous explanation, we can refuse the second hypothesis: “There is

no significant relationship between applying CA in ERP system and the

firm’s value” and accept alternative hypothesis that there is significant

relationship between applying CA in ERP system and the firm’s value.

Testing the Third Hypothesis

» “There is no significant impact of applying CA in ERP system on

maximizing the firm’s value”. The table (12) illustrates the results of

multiple regression analysis as follows:

Table {12)
The results of multiple regression test related to the most important variables
" affecting Firm’s Value

Unstandardized
. coefficients Standardized
Symbol Variables " Sid. Coefficients T | P-value | TOL | VIF
Error
Reasons for
X1 applying CA in 0.093 0.060 0.124 L5511 0123 1 0,404 | 2,478
ERP system.
Motives for using :
X2 CA by the external | 0.147 0.051 0.233 2.866 | 0.005 | 0.389 [2.569
auditor '
Advantages of ‘
X3 applying CA in 0.177 0.048 0.2t8 3.705 | 0.000 | 0743 | 1.347
ERP systein.
. Conditions and
A requirements for 0.024 0.047 0.035 0.523 1 0,602 | 0.561 | 1.782
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[ applying CA in ’ ’ I ! ]
ERP system. ‘
Characteristics of
L X5 CA in ERP ! 0.119 } 0.058 l 0.157 20471 0.042 0.440 2.27%
- | system.
: Challenges of
L X6 applying CA in , 0.171 I 0.034 l 0.296 50221 0,000 | 0.745 1‘.3427
) 1 ERP system.
Constant 1.075 |
Correlation coefficient (R) 714 |
Determination Coefficient (R2) .509 ]
Adjusted determination coefficient (Adj.R2) 494 ~ ]
I F-test 32.871 |
L P-value . f 0.000 ]
(Source: researcher’s caleulation)
important

*# Table (12) explains significance of the model in testing the most
variables affecting the dependent variable (Y), as (F-test) is (32.871) and
(P-value) is (0.000), which can show that the model is valid for predicting
the value of (Y) and the results have a statistical significance as the
significance Ievel‘ is (0.000) less than (5%), which helps us in making the
decision. Moreover, the variance inflation factor (VIF) for each variable is
less than (10) and tolerance (T} is greater than (0.1) for each variable,
meaning that there is no multi-collinearity among the explanatory variabjes
so the researcher can rely on the results of this model. The accuracy of the
regression analysis can be evaluated through the high correlation (.714)
between the independent variables in the previous table and the dependent
variable (Y: Firm’s Value), and the determination coefficient (R2) reveals
that the explanatory variables are contributing to illustrate 50.9% of the
variation in (Y) dependent variable.

*# The results show that the variables (Challenges of applying CA in ERP
system, Advantages of applying CA in ERP system, Motives for using CA
by the external auditor, Characteristics of CA in ERP system) have a

positive impact on the dependent variable (Y: Firm’s value) at 5%
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significance level. Whether the variables (XI: Reasons for applying CA in
ERP system and X4: Conditions and requirements for applying CA in ERP

system) have insignificant impact on (Y) Firm’s value.
We can use the following equation to illustrate the main result obviously:
Y=1.075 + 0.093X1 + 0.147X2 + 0.177X3 + 0.024X4 + 0.119X5 + 0..]71?‘(_6

Therefore, we can.refuse the third hypothesis: “There is no significant impact
of applying CA in ERP system on maximizing the firm’s value" and accept the

alternative hypothesis that there is a significant statistical impact of applying CA in

ERP system on maximizing the firm’s value.

6. Conclusions, Recommendations, and Future Studies

6.1 Conclusions

Applying CA in ERP system helps to create competitive advantages for companies
by providing appropriate and reliable information that helps the decision maker to

reach the right decisions at the lowest cost as quickly as possible and reinforcement
relationships with clients.

The application of CA techniques in ERP system helps to create an environment
that allows for efficient and effective control of the firm, which leads to enhance

good performance of the company and better control of assets, operational and
financial performance.

The results indicated that the first hypothesis “There are no significant differences

between the study categories about the impact of CA in ERP sjfstem and the firm’s

value” was accepted.
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The results indicated that the second hypothesis “There is no significant
relationship between the applying of CA in ERP system and the firm’s value” was

rejected and accept alternative hypothesis that there s a significant relationship

between applying CA in ERP system and the firm’s value.

The results indicated that the third hypothesis “There is no significant impact of

applying CA in ERP system on maximizing the firm’s value” was rejected and

accept alternative hypothesis that there is a significant impact of applying CA in
ERP system on maximizing fhe firm’s value, the results showed that the variables
(Challenges of applying CA in ERP system, Advantages of applying CA in ERP
system, Motives for using CA by the external auditor, Characteristics of CA in

ERP system) have a positive impact on the dependent variable (Firm’s value).

6-2 Recommendations:

Based on the study’s findings, some recommendations can be stated in several
aspects. Firstly, encouraging companies on the importance of applying CA in ERP

system as one of the modern technological innovations used in preparing -financial
reports with the aim of creating an added value represented in providing accurate,
appropriate, and reliable information to decision makers, which is reflected in
raising the investors’ confidence in financial reports and increasing the firm’s
value. Secondly, establishing continuous training and qualification courses for
auditors to enable them to enhance their technological skilis and developing skilis
related to modern computerized and electronic information systems and benefit
from them in facilitating the audit process and cdntrol it. Thirdly, companies

should focus on the scientific research, as this wil] develop new methods of doing

work very well and pave the way to new technologies that can be seen jn the

future,
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6-3 Study Limitations
» There is a limitation to generalize the study results, as the authors could rely

on the different audit firms applied CA and companies applying ERP system

in Egypt.
» The research is limited to the role of the external auditor in performing CA

in ERP system to give credibility to the information contained in the
financial reports; without extending this to the role of the internal auditor in

the continuous examination of the ERP system. -

6-4 Future Studies

The authors determined a number of future studies related to the study such as:

» The impact of the integration of ERP systems and CA on the company’s

&

~ competitive performance.
< Measuring the impact of ERP systems on the company’s performance using

non-financial indicators.
s The role of CA in XBRL in improving the quality of accounting

information.
#% The impact of ERP systems on the profitability of the company.

% The role of CA in predicting the company’s continuity.
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