Abstract

The Financial service industry places high demands upon information
technology (IT). Compared with other industries (except for manufacturing-related
industry), it not only begins IT implementation early but also has a better IT
infrastructure. Owing to fierce competition in the financial markets, however,
companies in the financial service industry still have to invest a huge amount of
money in IT in order to enhance their whole performance and gain competitive
advantages. In recent years, due to reformation of policies, across the field mergers
and acquisitions have become the financial industry’s current trend. It not only makes
financial firms spend more money on the integration and updating of IT systems after
mergers and acquisitions but also stimulates the demand for IT at the same time. The
growth of the Internet also provides financial service firms with new competitive
markets and opportunities, such as e-ATM. In addition, due to the extensive use of the
Internet and information systems, it makes firms pay close attention to information
security issues and consider relevant IT applications to be a key point to focus on.

As described above, the huge amount of investment in IT has shown the
importance of IT assessment. In general, the financial industry’s IT investment is no
less than in high-tech or manufacturing industries; and its IT spending often takes a
large part of revenue. Therefore, if financial firms could have a good understanding of
IT capital, it will help them to plan the best IT investment strategy. In this research,
we define what IT capital is from the viewpoint of capital, and develop the
performance dimensions and indicators of IT capital to help firms to understand and
assess their IT capital. In addition, we observe the overview of IT capital and verify
the applicability of performance indicators through interviewing five benchmark
companies in the financial industry. By way of case study, we understand what
performance indicators the financial industry values most and then discuss the relation
between IT investment and firm performance.
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