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THE IMPACT OF INFORMATION
TECHNOLOGY PRACTICES AND
ORGANIZATIONAL LEARNING ON FIRM
INNOVATION AND PERFORMANCE

ABSTRACT

The aim of this study is to research the relationship
between information technology (IT), organizational
learning, firm innovation and firm performance. For
this study we developed a research model which
includes IT practices, internal benefits of IT,
organizational learning, dynamic benefits of IT, firm
innovation and performance. For this reason, the data
was obtained from a sample of 87 people who work
in 18 different sectors. Results from our regression
analysis were separated for each variable, and we
found that IT practices, the internal benefits of IT,
organizational learning, dynamic benefits of IT and
firm innovation have a statistically significant effect
on firm performance. However, with multiple regression
analysis we saw that these variables, except firm
innovation, do not have a statistically significant effect
on the firm performance. So, we discovered that the
result of firm innovation has a moderating effect
between IT practices, internal benefits of IT,
organizational learning, dynamic benefits of IT and
firm performance. If the IT practices, internal benefits
of IT, organizational learning, and dynamic benefits
of IT are positive, firm innovation and performance
will also be positive.

Key Words: Firm performance, information
technology, innovation, organizational learning.

INTRODUCTION

The fundamental question in the field of strategic
management is how firms achieve and sustain
competitive advantage (Teece et al., 1997). IT usage,
organizational learning and firm innovation have a
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vital impact on firm performance, which is the most
important determinant of competitive advantage. So,
the main propose of this article is to investigate how
firms maximize their performance and what are the
main determinants of firm performance.

This research is especially focused on the reasons
behind business performance. In this context, the
purpose of this research is to discover the relationship
between IT practices, organizational learning, firm
innovation and firm performance in the comprehensive
competitive environment. It is current practice for
firms to rely on information technology, give priority
to innovation and provide organizational learning to
enhance firm performance.

THEORETICAL
BACKGROUND and
HYPOTHESES

In this study, we have tried to examine the relationship
between firm performance, information technology,
innovation and organizational learning. According to
this aim, we researched the related literature and after
developing a research model and hypotheses, we made
numerous analyses.

Information Technology

Information is a concept that changes from topic to
topic and could not be provided a consensus on its
definition. Information could be defined as data that
could be organized to create value to organization,
grouped, modelled, activated (Ozgener, 2003). The
role of information systems has changed dramatically
over the last three decades, from a passive automation
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or augmentation tool to a strategic, competitive device
for transforming organizational structures. Today,
business operations and information systems are so
tightly integrated with each other that it would be
almost impossible to improve business processes
unless corresponding information systems effectively
supported the change (Lee and Kim, 1996).

In numerous studies, the impact of IT is investigated
as a whole. In our research we divided IT into three
parts to obtain better understanding about the impact
of IT on firm innovation and performance. These are
IT practices, internal benefits of IT, and dynamic
benefits of IT.

Information technology (IT) has become the most
potent weapon for managers to formulate and
implement business strategies. Without the support of
information systems, most business strategies cannot
be carried out. The real power of IT can be realized
in an organization only when it is aligned properly to
support the organization's core business strategies
(Lee and Kim, 1996). WWW.Amazon.com is the
Internet web page address of the currently largest
virtual bookstore in the world. More than one million
titles are available. None of these is on store, but can
be searched for and ordered interactively by remote
Internet users located as far away as Herrenberg,
Germany. The Amazon Company made sure though
to locate near Seattle, Washington, to have easy access
to the largest physical book warehouses in the U.S.
Their web site even offers an alert function, which
automatically sends an electronic mail (e-mail),
whenever a new book has been published; whose
profile (author, title, subject, etc.) the customer is
interested in. This Amazon selection and ordering
process would not be possible without the Internet
technology (Schumacher, 1997).

H]1: Information technology practices have direct
and positive effect on firm innovation.

During the past two decades, both business managers
and academic researchers have shown considerable
interest in understanding how information technologies
(IT) help to create competitive advantage for a firm
(Bhatt and Grover, 2005). The Hewlett-Packard micro-
economy, called Netcard, is just one way in which the
organization is using its intranet to manage knowledge.
A Web-based directory, for example, offers a
searchable, relational database featuring profiles of
thousands of employees' expertise, interests, and
geographic locations. And for the company's sales
force, the Electronic Sales Partner offers a repository
of product and customer information. (Greco, 1999).

The managerial decision for IT infrastructures is
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generally not whether to invest in IT, but rather how
to obtain needed capabilities at lowest cost. When
new levels of service to existing customers require
that incremental power or features be added to the
base structure, companies try to compare the net
incremental costs and benefits of each feature, in
financial terms if possible (Quinn and Bialy, 1994).
Over the past eight years, the service sector has put
nearly all of its incremental capital endowment into
information technology. In fact, the service sector now
owns more than 85% of America's installed base of
information technology. Not surprisingly, the service
sector has a far greater proportion of its total capital
committed to information technology than
manufacturing does. In 1982, services invested $6,000
in information technology for each white-collar worker.
Since then, the capital per white-collar worker has
essentially doubled. (Roach, 199). But some researchers
claim that there is no correlation between IT investment
and organizational success. Many investigators still
think that the benefits of IT are inadequate and they
claim that expenses of IT do not attain their object in
productivity (Weill, 1992; Strassman, 1990). On the
other hand, some researchers claim that expenses paid
for IT are beneficial for increased productivity
(Brynjolfsson and Hitt, 1993; Osterman, 1986).

H2: Information technology practices have a direct
and positive effect on firm performance.

Information technology lets people work together
more closely. Traditional mainframe-oriented
Information Processing was revolutionized in the
1980's by the Personal Computer (PC). Today, PC"s
are commonplace and mostly part of Local Area
Networks (LAN), or even Wide Area Networks
(WAN), which electronically link teams, to allow non-
physical collaborative work. Special software systems,
like E-mail, groupware, worktflow-management,
teleconferencing, etc. are elements of this pervasive
role, Information Technology is taking (Schumacher,
1997). Information technology is fast becoming an
integral part of management. Most management
decisions cannot be implemented effectively without
responsive information systems. Information systems
are becoming a primary enabler of strategic or
managerial changes. Without the appropriate support
of IT, it would be virtually impossible to transform a
traditional organization into a world-class organization
(Lee and Kim, 1996).

H3: Internal benefits of IT have a direct and positive
effect on firm innovation.

With IT it is generally possible to take advantage by
increasing system productivity, providing higher quality
goods and services, minimizing costs, developing new
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information-based products and raising competitive
power. Also, a competitive advantage may be realized
by an organization using IT in all management process
as the inevitable path to success (Kazan et al., 2002).

HA4: Internal benefits of IT have direct and positive
effect on firm performance.

This finding suggests that heavy IT users paid greater
attention to and spent more time on the roles they
performed best with the technology (information-
related activities) and may in fact have been embarking
on an over-specialization trajectory (Pinsonneault and
Suzanne, 1998). The role of it in shaping tomorrow's
business operations is a distinctive one. It has become
a fundamental enabler in creating and maintaining a
flexible business network (Venkatnaman, 1994). They
are all too aware that information technology is vital
to strategic success (Dempsey et al., 1997).

HS5: The dynamic benefits of IT have a direct and
positive effect on firm innovation.

In the present day, when information is an instrument
of power, developed countries and huge organizations
contribute a large part of their investment in information
and communication technologies (Goker, 1995). An
information technology (IT) infrastructure is vitally
important to companies, particularly those in industries
going through dynamic change, those reengineering
their business Processes, and those with widely
dispersed operations. IT infrastructure investment are
long-term commitments that account for more than
58 percent of the total IT budget of large firms and
about 4 percent of revenues; they have increased at
about 11 percent annually (Broadbent and Weil, 1997).

HG6: The dynamic benefits of IT have a direct and
positive effect on firm performance.

Organizational Learning

Learning comes into being with different mechanisms
at a very wide range, and as a result, causes a change
on behaviour (Ceylan, 1998). Some definitions which
provide important contributions to individual learning
processes are presented below; Corsini (1987) sees
individual learning as involving five kinds of learned
capabilities. Verbal knowledge (declarative knowledge)
ranges from isolated 'facts' to bodies of organized
information. Intellectual skills (procedural knowledge)
enable the individual to demonstrate the application
of concepts and rules to specific instances. Cognitive
strategies involve a number of processes such as
perceiving, encoding, retrieving and thinking; they
can be problem-solving, and can control and modify
other cognitive processes of learning and memory
such as attention, encoding and retrieval. Attitudes

are 'learned states that influence the choices of personal
action the individual makes towards persons, objects
or events'. Motor skills are smoothly timed muscular
movements enabling procedures to be undertaken
precisely (Dodgson, 1993). The dictionary definition
states that learning is "the acquiring of knowledge or
skill." Thus learning encompasses two meanings: (1)
the acquisition of skill or know-how, which implies
the physical ability to produce some action and (2)
the acquisition of know-why, which implies the ability
to articulate a conceptual understanding of an
experience (Kim, 1993). Argyris and Schén (1996)
are even less restricting in their definition declaring
that organizational learning emerges when
organizations acquire information (knowledge,
understandings, know-how, techniques and procedures)
of any kind by any means (Dimovski and Skerlavaj,
2005).

Concepts of organizational learning revealed in the
mid 1970s, were primarily defined as "catching and
correcting the mistakes". According to Huber (1991)
Further, learning does not always increase the learner's
effectiveness, or even potential effectiveness. Learning
does not always lead to veridical knowledge. Sample
data are not always representative and new findings
sometimes overturn what was previously "known to
be true." Entities can incorrectly learn, and they can
correctly learn that which is incorrect. Finally, learning
need not result in observable changes in behaviour.
The traditional definition of learning as a shift in
performance when the stimulus situation remains
essentially the same implies a set of conditions that
occur rarely in organizations. Thus, either
organizational learning is an infrequent event, or it
occurs frequently but takes a non-traditional form
(Weick, 1991).

The concept of organizational learning with institutional
application was first used in "The Fifth Discipline”
published by Peter Senge in 1990. Senge emphasizes
that the five disciplines must develop as an ensemble.
Concerning e.g. system thinking Senge (1992) writes:
"... system thinking [also] needs the disciplines of
building shared vision, mental models, team learning,
and personal mastery to realize its potential. Building
shared vision fosters a commitment to the long term.
Mental models focuses on the openness needed to
unearth shortcomings in our present ways of seeing
the world. Team learning develops the skills of groups
of people to look for the larger picture that lies beyond
individual perspectives. And personal mastery fosters
the personal motivation to continually learn how our
actions affect our world." (Senge, 1992).

Although the meaning of the term "learning" remains
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essentially the same as in the individual case, the
learning process is fundamentally different at the
organizational level. In the early stage of an
organization's existence, organizational learning is
often synonymous with individual learning because
the organization consists of a small group of people
and has minimal structure. As an organization grows,
however, a distinction between individual and
organizational learning emerges, and a system for
capturing the learning of its individual members
evolves (Kim, 1993). To be a learning organization,
individual learning followed by organizational learning
are necessary. Organizational learning is defined as
"to transfer individual learning to the working space"
(Dinger, 1994).

Understanding what contributes to learning capacity,
and what factors differentiate good organizational
learners from poor organizational learners, is important
because: 1) There is general agreement among learning
theorists that organizational learning promises to
contribute to understanding performance variations
across organizations. 2) Performance variations, studies
suggest, can generally be explained as differences in
the rates at which organizations learn, the ease with
which they innovate, and differences in the
effectiveness of the processes and mechanisms by
which new knowledge is applied to decision making
in organizations (Berta et al., 2005).

H7: Organizational Learning has a direct and positive
effect on firm innovation.

Organizational theorists have studied learning for a
long time; the accompanying quotations suggest that
there is still considerable disagreement. Most scholars
view organizational learning as a process that unfolds
over time and link it with knowledge acquisition and
improved performance. (Garvin, David, 1993). In
today's competitive climate, where the only certainty
is uncertainty, organizational learning is considered
a key factor of business success and is seen as the
foundation of competitive advantage. In knowledge-
based societies, knowledge has become the most
important strategic asset. Organizations need to use
knowledge to realize competitive advantages in the
changing business environment (Sohal et al., 2004).
We have to be aware of the fact that various aspects
of organizational learning contribute to performance.
Companies that will manage to develop organizational
learning of higher level will gain in terms of higher
profits and value added per employee relative to its
competitors. Besides that, relationships with their
main groups of stakeholders will improve. Besides
improved financial picture of the company, higher
level organizational learning endorses better
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relationships with employees, customers and suppliers
(Dimovski and Skerlavaj, 2005).

H8: Organizational Learning has a direct and positive
effect on firm performance.

Firm Innovation

Innovations vary in complexity and can range from
minor changes to existing products, processes, or
services to breakthrough products, and processes or
services that introduce first-time features or exceptional
performance. Process definition of innovation
proponents concern themselves mainly with how the
interplay between events and people at each stage of
the process influences events in subsequent stages,
determining whether the adoption process will continue
(Cooper, 1998). Organizational innovation is defined
as "engaging in and supporting new ideas, novelty,
experimentation, and creative processes that may result
in new products, services, or technological Processes"
(Lumpkin and Dess, 1996).

Most significantly, organizations that adopt an
innovation strategy in pursuit of developing new
products and/or processes have the potential to
outperform their competitors. In fact Hill and Jones
(1998) state that innovation is perhaps the single most
important building block of competitive advantage
(Richard et al., 2003). For an organization to develop
the capacity for sustained innovation as a meaningful
component of strategy, it must make resources available
for new products and provide collaborative structures
and process to solve problems creatively and connect
innovations with existing business (Bhaskaran, 2006).
Tree types of impacts are measured in innovation
studies: total factor productivity, which focuses on
the differences in productive efficiency with the
increase of the market power obtained through
innovation (e.g., a product that is new for the market);
and exports, which are related to knowledge-based
comparative advantages. All these effects, along with
public policies, help explain the funding of research
expenditures. Innovation is associated with higher
performance but the relationship between performances
and innovation remains complex (Duguet, 2003).

These results are obtained when we evaluate innovation
according to size of the organizations; in smaller
organizations, top management is one person who is
in sole charge of technological innovation. In large
organizations, innovation is provided through buying
patents and licenses. According to this, there are two
sources of innovation; resources in the organization
and resources external to the organization. Information
Technologies, human resources and organizational
factors are quite influential on innovation in the
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organization, and innovation has a significant role on
stimulating the firm performance.

H9: Firm innovation has a direct and positive effect
on firm performance.

Firm Performance

The simplest definition of performance is to measure
productivity. Performance is generally stated as a
doing business, implementing successfully.
Performance, the main criteria of measuring success,
could be defined as quite a wide concept that evaluates
the ability to successfully achieve the organization's
targets (Akal, 1994). It is necessary that the criteria
chosen to measure performance are objective and
clear. The performance measures that are analyzed
correctly are one of the components that provide a
big contribution to an organization's operations and
success.

Evaluating organizational performance cannot be done
without taking into consideration organizational goals
(Dimovski and Skerlavaj, 2005). Firm performance
is enhanced when there are synergies among the
elements of system. Complementary factors of a
system of mutually enhancing elements operate in
such a way that doing more of one thing increases the
return of doing more of another (Huang and Liu,
2005). Beside financial performance (FP) also non-
financial performance (NFP) must be assessed in order
to evaluate overall organizational performance of a
modern company. There are two main reasons for
such a requirement. First, several interest groups are
involved in business and they all have their particular
goals and expectations related to the company. They
will remain in the coalition as long as their goals are

satisfied in sutficient manner. Second, strategic business
areas are not necessarily financial in their nature.
Several approaches to non-financial indicators selection
exist, of which the most established is Balanced
Scorecard - BSC (Kaplan and Norton, 1993).

However, many classic measures still maintain validity
to evaluate performance. In the present day, they are
inefficient for conditions of specialization and
competition. Reconstructing performance management
systems do not only bring innovation to measuring
the organization's performance, but may also be used
to develop similar measures, evaluate and apply to
the conditions that organization faces. Today's
managers recognize the impact that measures have on
performance. But they rarely think of measurement
as an essential part of their strategy. For example,
executives may introduce new strategies and innovative
operating processes intended to achieve breakthrough
performance, and then continue to use the same short-
term financial indicators they have used for decades,
measures like returnon-investment, sales growth, and
operating income. These managers fail not only to
introduce new measures to monitor new goals and
processes but also to question whether or not their old
measures are relevant to the new initiatives (Kaplan
and Norton, 1993).

For this reason, effective performance management
systems that harmonize an organization's strategic
objectives and targets should be constructed.
Companies should establish performance measurement
systems that support their strategies. Performance
measurement systems should contain many
nonfinancial indicators to complement financial ones,
particularly with respect to customer perceptions and

EXIHIBIT 1: RESEARCH MODEL

Information
Technology Practices

Internal Benefits of
Information Technology

Organizational
Learning

Dynamic Benefits of
Information Technology

Firm Innovation

Ho

t Firm Performance
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performance of internal processes. The company's
overall performance measurement system should be
broken down into sets of local measurements for
lower-level units to translate (cascade) the firm's
objectives into more manageable subsets (Epstein and
Manzoni, 1997).

In our research, with the guidelines of literature review
and previous empirical research, a research model has
been developed to predict the effects of the IT practices,
internal benefits of I'T, organizational learning, dynamic
benefits of IT, and firm innovation on firm
performance. The research model is presented below:

METHODOLOGY AND
RESULTS

Sample and Data Collection

In this study, we gathered data from a sample of 87
people who work in 18 different sectors in and around
Istanbul. We gathered the questionnaires by meeting
with the people face to face and we reached some
accountants via the Internet Technology in accordance
with our study. For this process we used the website
that is designed in PHP program and data is saved in
a MYSQL database. We tested the data with the help
of regression analysis and all items included in the
questionnaire were measured on a 5-point Likert-type
scale. The items that we used were mostly tested in
previous research and are proven to be theoretically
strong.

Measures

In our study we have used the scale of 35 items to
measure the variables. All the scales are empirically
tested in previous research and they are generally
accepted in the literature.

Factor Analysis

We used SPSS software, version 10.00 for the
evaluation of our data. Factor analysis, correlation,
reliability tests, the means of the variables and
regression analysis are used to analyze the relationship
between variables of the research model.

Since the scales that are used have been generally
tested in previous research, they are theoretically
strong. However, varimax rotational, exploratory factor
analysis in SPSS software has been used to evaluate
factor structure for the variables. The scales were
submitted to principle component analysis with
varimax rotation and six-factor solution was obtained
as expected. We used the Cronbach's Alpha to estimate
reliability for scales. These items and factor loadings
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are presented in Table 1.

Correlation analysis results have demonstrated that
the independent relationships of all the variables in
this study are significantly and positively correlated
to each other. However, the effects of IT dynamic
benefits, organizational learning, 1T practices, IT
internal benefits, firm innovation on business
performance were our research questions. Thus, we
have also conducted multiple regression analysis to
investigate our hypothesis.

Correlations and Associations
between Variables of the Study

Correlation analysis is conducted to research the
relationship between IT dynamic benefits,
organizational learning, IT practices, IT internal
benefits, firm innovation and firm performance. As
seen in Table 2, a positive and strong correlation is
attracted attention at a significant level of p<0, 01
between the variables. As can be seen from the
correlation table (Table 2) below, all dimensions are
correlated.

Correlation analysis results have demonstrated that
the independent relationships of all the variables in
this study are significantly and positively correlated
to each other. However, the effects of IT dynamic
benefits, organizational learning, IT practices, IT
internal benefits, firm innovation on business
performance were our research questions. Thus, we
have also conducted multiple regression analysis to
investigate our hypothesis.

Test of the Hypotheses

Firstly, to understand if IT dynamic benefits,
organizational learning, IT practices, IT internal
benefits have an impact on firm innovation. According
to this analysis (Table 3); H1, H3, HS5, H7 hypotheses
are statistically significant. When IT dynamic benefits,
organizational learning, IT practices, IT internal
benefits are investigated separately, it is shown that
all these variables have a positive effect on the firm
innovation.
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TABLE 1: FACTOR LOADINGS OF RESEARCH DIMENSIONS

Factors and Scales

Factor
1

Factor
2

Factor
3

Factor
4

Factor
5

Factor
6

1. Dynamic Benefits of IT (Crombach a: 0,9359)

Customer relationship gets better through IT.

0.809

Our IT System is beneficial to improve
communication and solidarity among the
organization's departments.

0.799

Our IT System is beneficial to improve our

external relationship with components such as
our supplier, customer and supply chain members.

0.799

Our IT System is beneficial to improve our
internal relationship that is implemented among
the different departments and hierarchical levels.

0.793

Thanks to IT, mutual trust with sellers is enhanced.

0.780

Our IT system helps us to new products and
service development projects.

0.744

Our IT system helps us to improve our
technological information.

0.716

Thanks to IT system the effectiveness
of resource management is improved.

0.707

Thanks to IT, contribution is provided to
not duplicating strategic value.

0.629

2. Organizational Learning (Crombach o.: 0,9126)

Learning is seen as a key value that is necessary
to ensure the continuation of an
organization's presence.

0.808

Learning of employees is not evaluated as
a cost; it is evaluated as an investment.

0.799

There is purpose togetherness in organization.

0,778

Employees see themselves like partners
of the organization in planning its direction.

0.766

All employees commit to the
organization's targets.

0.738

There is a collective consensus of opinion

relating to organizational vision at all
levels, function and departments.

0.708

The basic values of this organization
cover learning as a key of development.

0.673

We don't abstain to think critically on
common predictions related to our customer.

0.645

3. Firm Performance (Crombach a: (0,8866)

Waste products and cost of reprocessing
is decreasing as a percentage of sales.

0.827

The delivery time of material
purchases is shortening.

0.793

Customer complaints are decreasing.

0.725

Product/Services quality corresponds
or exceeds the demands of customer.

0.689

The level of customer satisfaction is increasing.

0.687

The delivery time of uncompleted
products and services is decreasing.

0.679
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4. IT Practices (Crombach o: 0,8578)

In our organization, institutional portal
practices are used. 0.724

In our organization, teleconference
systems are used. 0.723

Our organization benefits from out sourcing
and consulting service in IT. 0.722

The main works in our organization are
done on the online workflow systems. 0.720

In our organization, supply chain
management systems are used effectively. 0.694

In our organization, customer relation
management systems are used. 0.594

5. Firm Innovation (Crombach a: 0,8491)

Our organization research ideas of new
technologies, processes, techniques and
products/services. 0.691

Technical innovations that are based on
research results find acceptance very quickly. 0.686

In our organization, innovative ideas and
practices are perceived as quite risky
and received with resistance. 0.625

In our organization, to practice new ideas,
appropriate plans and programs are composed. 0.592

6. Internal Benefits of IT (Crombach o.: 0,8083)

IT reduces uncertainty of information loss. 0.789

IT is used comprehensively by the
members of organization. 0.732

TABLE 2: MEAN, STANDARD DEVIATION and CORRELATION COEFFICIENTS

=
g 8 -
o g 2y § o0 s 5 2 =
" 2.2 g = g g 2 B| =&
VARIABLES 5| EE| E2z| &% EE S| EE| BEE
= 7o Ans S3 o= Ea S| Eme
Dynamic Benefits of IT 3,74 1,02 1
Organizational Learning 3,48 ,93 ,360%* 1
Firm Performance 3,30 1,04 A35%% | 347** 1
IT Practices 3,33 1,10 ST5%* | 286** A410%* 1
Firm Innovation 3,47 .97 LA402%% | 670%* LA496%* | 345%* 1
Internal Benefits of IT 3,89 1,03 J524%% | AD3x* A10%% | 405%* | 429%* 1

** Pearson Correlation, It is significant at p<0.01 level

31



Journal of Global Strategic Management | V. 2 | N. 2 | 2008-December | isma.info | 24-37 | DOI: 10.20460/JGSM.2008218484

TABLE 3: 1" REGRESSION ANALYSIS RESULTS

1. Regression Dependent Variable (Firm Innovation)

Independent Variables B Sig R’ F
Dynamic Benefits of IT ,402%* ,000 ,152 16,414
Organizational Learning ,670%* ,000 ,442 69,251
IT Practices ,345%* ,001 ,109 11,503
Internal Benefits of [T LA420%* ,000 ,174 19,141

** Pearson Correlation, It is significant at p<0.01 level

EXIHIBIT 2: 1. REGRESSION MODEL

Information
Technology Practices

H:

Internal Benefits of

Information Technology \
Firm Innovation
M
Organizational

Learning

Hs

Dynamic Benefits of
Information Technology - Supported

First, we made regression analyses between every that H2, H4, H6, HS, HI hypotheses are statistically
variable with the firm performance separately. significant at the p<0.01 significance level and all the
According to these regression analyses, it is found variables have a positive impact on firm performance.

TABLE 4: 2" REGRESSION ANALYSIS RESULTS

2. Regression Dependent Variable (Firm Performance)

Independent Variables B Sig R2 F
Dynamic Benefits of IT ,435%* ,000 ,180 19,821
Organizational Learning ,347+%* ,001 ,110 11,663
IT Practices LA10%* ,000 ,159 17,215
Firm Innovation 496+ * ,000 237 27,680
Internal Benefits of IT LA410%* ,000 ,158 17,152

** Pearson Correlation, It is significant at p<0.01 level
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EXIHIBIT 3: 2" REGRESSION MODEL

Information
Technology Practices

Internal Benefits of
Information Technology

Organizational
Learning

Dynamic Benefits of
Information Technology

After the second regression analysis, we would like
to learn what kind of relationship will be between the
firm performance and other variables if they are all
analysed one-to-one. So, we have also conducted
multiple regression analyses to investigate our
hypotheses.

For the multiple regression analysis that is made via
SPSS 10.0 for Windows Statistical Analysis Program,
firm performance is selected as a dependent variable
and all the other variables selected as independent
variables. The results of the analysis are shown in
Table 5. When we look at the result of the analysis,
we saw that only firm innovation (at the significance
level of p<0.05) has a statistically significant effect
on the firm performance and other variables do not
have a statistically significant effect on firm
performance.

M

Firm Innovation

Ho

T T
Firm Performance

He
] Supported
TABLE 5: 3 REGRESSION
ANALYSIS RESULTS
Independent Variables B Sig
Dynamic Benefits of IT ,144 ,239
Organizational Learning -,046 , 714
IT Practices ,164 ,148
Firm Innovation ,354 ,006
Internal Benefits of IT ,136 ,230
F 8,522
R’ 0.304
Dependent Variable Firm Performance

** Pearson Correlation, It is significant at p<0.01 level

EXIHIBIT 4: 3 REGRESSION MODEL

Information
Technology Practices S~

Internal Benefits of
Information Technology -—- =

Information Technology
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Firm Innovation

Ho

Firm Performance

- — N

-

_ —

- = — = v

He o -~ o
Organizational l -~ _ -7
Learning -
-~ Hs .
Dynamic Benefits of -7

Supported

Unsupported
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According to third regression analysis; H2, H4, He,
H8 hypotheses are not supported but at the second
regression analysis (Table 4) these hypotheses are
supported at p<0.01 significance level. In the present
case, we could say that variables overshadow each
other and we learned that firm innovation has a

moderating effect between other variables and firm
performance. Firm innovation is a moderating variable
between the other variables and firm performance. So
we could reformulate our research model according
to the regression analyses like below.

EXITHIBIT S: The RESULTS of the ANALYSES

Information
Technology Practices

Internal Benefits of
Information Technology

Organizational
Learning

Dynamic Benefits of
Information Technology

DISCUSSION and CONCLUSION

The findings of this study extend the IT, organizational
learning, innovation and firm performance literature.
And it builds a foundation for further understanding
the link between innovation and IT and performance
outcomes. First, the impact of innovation (both product
and process) on performance (both profitability and
growth) is primarily indirect and is instead fuelled by
IT (Dibrell et al., 2008). No industry, no firm can hope
to be at the top forever - unless it keeps innovating.
Therefore, reducing costs may not be a reliable
universal key any more; at the very least, this strategy
should be employed concurrently with innovation
when trying to improve competitiveness. Instead of
strategies aiming at cost reductions, we should focus
on innovation in our business strategy. Organizational
learning is one of the processes of innovation within
a firm, and as such, should be further studied (Yang
et al., 2007). In this study, first of all, variables that
are used for analysis are explained. After this step,
hypotheses are developed and a research model is
formed to test relationships between variables. Finally,
using the data collected from a sample of 87 people
who work in Turkish firms from 18 different sectors,
we examined the potential eftects of IT practices,
internal benefits of I'T, organizational learning, dynamic
benefits of IT, and firm innovation on business

Y

Firm Innovation Firm Performance

performance via one-to-one regression analyses and
multiple regression analysis.

The results of regression analysis have shown that all
the variables (IT practices, internal benefits of IT,
organizational learning, dynamic benefits of I'T, and
firm innovation) have a statistically significant and
positive effect separately, but if we use multiple
regression analyses, it is shown that IT practices,
internal benefits of [T, organizational learning, dynamic
benefits of IT have significant effects on firm
performance by firm innovation, even though this
effect is not direct. Only firm innovation has statistically
significant and direct effect on firm performance.
However, the correlation analysis results among all
variables correlate with each other. All of the one-to-
one relations between all variables and firm
performance have significant and positive correlations
with each other.

The fact that IT practices, internal benefits of IT,
organizational learning, dynamic benefits of IT, and
firm innovation have effects on firm performance is
supported by the results of research. In the light of
these results, the companies that have willingness to
grow should concentrate on information technology,
organizational learning and firm innovation that provide
high firm performance.
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Another important point is that information technology
and organizational learning lead to firm innovation.
By this logic we could say that information technology
and organizational learning are part of firm innovation.
Today we should not disregard rapid changes in
information technology, and all departments in the
firm are effected by these changes. To reach sufficient
financial results, and efficient performance, firms
should implement these changes as quickly as possible.

According to the results of our analysis, the impact
of IT practices, internal benefits of IT, organizational
learning, dynamic benefits of IT, and firm innovation
on firm performance, it may be inferred that firm
innovation has positive and significant effects on firm
performance directly. Also firm innovation has a
moderating effect between IT practices, internal
benefits of IT, organizational learning, dynamic benefits
of IT and firm performance. Therefore, IT practices,
internal benefits of IT, organizational learning and
dynamic benefits of IT are effective on firm
performance by firm innovation and all these variables
have a statistically significant and positive effect on
firm innovation.

These results show that I'T practices, internal benefits
of IT, organizational learning, dynamic benefits of [T
and firm innovation are vital components of firm
performance. If it is taught that firms have to achieve
a positive financial performance and every kind of
firm performance in the recent competitive business
environment; Firms have to give importance to IT
practices, internal benefits of IT, organizational
learning, dynamic benefits of IT, and firm innovation.

In further research, these variables may be applied to
different sized firms and industries to research firm
performance. Another important point for future
research, competitive strategies could include the
analysis. Thanks to this research, firms may develop
new competitive strategies and gain an advantage
against their rivals.
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