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C h a p t e r -  7 

 DISCUSSION 

 
7.1 Findings of the Research 

 

The study of the banking industry was carried out sector wise, namely, licensed 

commercial banking (LCB) sector and licensed specialized banking (LCB) sector. In both 

sectors, the banking performance was analyzed with respect to information technology 

resources, human resources and organizational procedures. The analysis was done in four 

steps.  

 

7.1.3 Regression Analysis 

 

Regression analysis for each sector was done to identify the important factors of human 

resources, IT resources and organizational procedures, which the impact banking 

performance.  Under this analysis, the following findings were identified; 

 

(a) In licensed commercial banking sector, the open organization, CEO’s commitment, 

open Communication and flexibility are important variables but consensus has less 

impact on licensed commercial banking (LCB) sector performance. In licensed 

specialized banking sector open organization, open communication, consensus and 

CEO’s commitment are important variables but flexibility has less impact on licensed 

specialized banking (LSB) sector performance. 

 

(b) In licensed commercial banking sector, the customer relationship procedures, 

benchmarking, IT planning and Team building are important variables but IT training 

has less impact on licensed commercial banking (LCB) sector performance. In 

licensed specialized banking sector the customer relationship procedures, 
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benchmarking, IT planning and team building are important variables but IT training 

has less impact on licensed specialized banking (LSB) sector performance. In general, 

it is a common factor that IT training does not have a significant impact on 

performance on banking industry as a whole.  

 

(c) In the licensed commercial banking sector, the “IT communication” is an important 

variable but all other variables “IT devices”, “IT systems” and “IT based marketing” 

have less impact on licensed commercial banking (LCB) sector performance. In 

licensed specialized banking sector, all variables that falls under IT resources have 

less impact on licensed commercial banking (LCB) sector performance. Therefore we 

can conclude that in general, IT alone does not make a greater impact on banking 

performance. 

 

Merging the above statistical results with banking sector wise data, this study concludes 

that, on the whole, apart from factors of flexibility and consensus, all other 

complementary human resource factors play a key role in enhancing the effectiveness of 

IT, in achieving performance advantage. Also, it appears that apart from IT training 

factors, all other complementary organizational procedural factors are much related to 

enhancing performance advantage.  

 

In another fascinating difference, both the banking sectors, show that only the IT based 

communication in licensed commercial banking sector, has made a considerable impact, 

whereas all the other IT related factors, such as IT devices and IT systems do not provide 

a difference in achieving performance advantage. May be this is due to the fact that 

owing to IT imitation, most of the commercial banks have reached the same level of IT 

utilization during the last few decades.  This shows that complementary human resources 

and complementary organizational procedures play a vital role when combined with IT to 

bring a performance advantage. 
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7.1.4 Stepwise Multivariate Principal Component Analysis 

 

Furthermore, analysis was carried on the basis of stepwise multivariate Principal 

Component Analysis, which is an analysis that can be used to identify the synergy impact 

of IT with respect to human resource and organizational procedure variables. This 

analysis was carried out for the two banking sectors separately, namely for licensed 

commercial banking sector and licensed specialized banking sector. This was used to 

conclude the final result of this research study; 

 

(a) IT and human resources when taken together has an impact on the LCB sector 

banking performance and also there is an impact on banking performance when IT 

and organizational procedure factors are taken together. But IT alone does not bring a 

performance advantage to the LCB sector. 

 

(b) It was observed that IT and organizational procedures has a combined effect on the 

LSB sector banking performance but neither when IT & human resources are taken 

together nor when IT is considered in isolation, have brought performance advantage 

to the LSB sector.  

 

7.2 Further discussion 

 

This study provides empirical evidence of the existence of some human resource factors 

and organizational procedural factors that have a synergy effect jointly with the use of 

information technology. Although many studies and researchers have anticipated that 

some human intangibles may have a positive influence on business results, there are only 

a small number of studies that empirically test this relationship. Furthermore, there are 

even fewer studies carried out in Sri Lanka. This work tries to fill this research and 

country gap.  

 

The results shows that the utilization of IT, do not associate with better competitive 

results. This relation is however strongly moderated by the effect of the difference in 
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competitive intensity that the banks face. On the other hand, testing Hypotheses 2 & 3 

has brought to light that once all the variables that may intervene in the relation are 

checked, the combination of IT and complementary human resource factors and 

organizational procedural factors are indeed associated with banks that finally obtain 

more performance advantage.  

 

The method of empirical evaluation, which this study has described, ensures that the 

combination of resources is associated with performance position in banks, leaving aside 

other industrial and organizational factors, so we have used the banking industry specific 

conceptualization in the empirical analysis. In short, the research results show adequate 

human resource factors and organizational procedural factors, are able to achieve better 

performance advantage only for the Sri Lankan baking industry.  

 

But if someone argued that why IT does not produce direct competitive advantage for 

banks? The findings of this study suggest two answers.  

 

First, this study supports the general consensus that IT has become pervasive and 

relatively easy to acquire in competitive factor markets. Although most of the banking 

technologies vary greatly in their specifications, and some were far more advanced than 

the others, all large banks had committed at some level to the basic banking technologies.  

 

Second, this research study suggests that most banks have not merged IT with the 

requisite human resource factors and organizational procedure factors. The 

complementary organizational procedure factors achieved a performance difference in 

banking sector, but to a far lesser degree by the complementary human resource factors.  

 

Finally this derives the conclusion that, although the banks in the banking industry have 

invested sufficiently in IT to negate direct IT advantages, some banks gained IT-related 

advantages by merging IT with complementary resources, particularly organizational 

procedures. Among IT-intensive banks (LCB), the payoffs to the human resources and 

organizational procedures were significantly greater than IT-lagging banks (LSB). 
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7.3 Comparison with preceding research findings / literatures 

 

7.3.1 Resource Based View   

 

Moreover, this research study results support the resource-based empirical studies, 

including the Kettinger, Guha and Segars (1994), review that found few sustainable IT 

financial impacts; and the Zahra and Covin (1993) study which connected strategy with   

technology, ‘An emphasis on technology alone cannot singularly ensure high 

performance.’  

 

From the point of view of RBV, IT, considered separately, is a variable resource, and in 

its most advanced form it may be rare, but it can hardly be defined as difficult to imitate 

(Barney 2001). In fact, in the banking industry, most of the listed IT systems were 

implemented in practically all licensed commercial banks. This system would therefore 

be closer to the concept of commodity than to that the differentiating element. If, an in 

fact in the case, IT appears to be related to resource complementary factors, its positive 

effects could be strengthened in such a manner that it does become an element which 

generates performance advantage. This result bears a relation to the last condition 

introduced by Barney, in the model of obtaining and maintaining competitive advantage, 

which claims that some resources, in this case IT, must act in conjunction with other 

resources or capabilities in order to generate performance advantage.  

 

It is un-doubtable that, of all resources in the IT equation, Human resources are probably 

the most neglected and difficult to master. Barney suggests that the resource based notion 

that competitive advantages do arise, not from replicable resources, no matter how 

pervasive or impressive or economically valuable they may be, but from complex, 

causally ambiguous, intangible resources. (Barney 2001) 

 

The resource-based view asserts that firms gain performance advantage by accumulating 

economically valuable, relatively scarce, and imperfectly imitable resource or resource 

combinations. Is IT economically valuable? Toward the end of the 1980s, a decade in 
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which United States firms invested over a trillion dollars in IT, some economists spoke of 

a ‘productivity paradox’: despite the huge IT investments, over 85% of which were in 

service industries, both profits & productivity stagnated. (Roach 1991)  

 

This research finding, also support   the premises   underlying the socio-technical systems 

literature (Miller 1975), as well as (Pfeffer 1995) notions of gaining competitive 

advantage through people. By consistent with this research findings, Zahra and Covin 

(1993), recommends that “to make the most of electronic communication, employees 

must first learn to communicate face-to-face”. 

 

According to Porter (1985),   “Not   all   technological change is strategically beneficial; 

it may worsen a firm’s competitive position and industry attractiveness. High technology 

does not guarantee profitability”. The machines need people to make them productive 

because, most of the information in organizations and most of the information people 

really care about isn’t on computers. Managers prefer to get information from people; 

people add value to raw information by interpreting and adding context’.  

 

According to Keen (1993), “there is little doubt that IT has improved the performance of 

the service sector significantly, although macroeconomic measures of productivity may 

not reflect improvement”, Keen’s fusion framework, which describes IT success, based 

on a fusion of people, business, and technology resources, with  the ‘management 

difference’ producing the critical and distinctive advantage. 

 

7.3.2 Strategic Necessity Hypothesis   

 

This research result coincides in general with the assumption from the hypotheses of 

strategic necessity, which claims that IT is a necessity but not sufficient condition to 

achieve privileged performance advantage. In order for that to be achieved, IT must be 

accompanied by management, economic and human resources, which is similar to our 

observations. (Clemons & Kimbrough 1986) 


