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ABSTRACT

The purpose of this study is to examine the Relationship between e-business practices
and operational efficiency of banks. The operational efficiency ratio (OER) used as
operational efficiency measures and measures the e-business practices by using ATMs,
Internet banking usage, mobile banking usage. This study used panel data consisting of
13 listed banks of Colombo stock exchange as a sample for the period of 2012-2019.
This research is conducting based on secondary data. Data will be obtained from the
financial report and websites of sample banks and information from annual reports of
the central bank in Sri Lanka and also gathered from the website of CSE from 2012-
2019. STATA used to analyze data. The random-effect model was chosen to examine

the impact of e-business practices and operational efficiency of banks.

The findings of the study are ATMs, Internet banking and mobile banking contribute
to negative significance to the operational efficiency of banks. The results of the study
proved that a slightly significant the impact of e-business practices and operational
efficiency of banks. It means the ATMs,-Internet banking and mobile banking are
significantly affecting the operational efficiency of the banks. There no sufficient
studies in Sri Lanka identify the relationship between e-business practices and
operational efficiency. This research will help to fulfill this research gap. Stakeholders
and bank managers will be able to use the results and findings from the results of this

study and they can make more reliable and effective decisions.

Keywords: E-business Practices, ATMs, Internet Banking, Mobile Banking,
Operational Efficiency, Operational Efficiency Ratio



TABLE OF CONTENTS

ACKWNOW LB I T s e . s o w58, 5850555555350 656555 50055 RN S TR BB i
B 0L LT bl OO A OO ———— i
LIST OF TABLES ...coosceoeeeseeeseesseeesssseesssesseeess s seeeseees oo Vi
LIST OB BICTRIE. ..o s . 0 5855045050000 540 A 5,65 459 A5 OSSR viii
ABBRIEENTATTIOM. o 0000500000000 1055500100530 0 55350 0555575505450 S AN S0 ix
CHAPTER. CNIE ... 5505500050000 5050005558585 40504057550 5555855580 55 G G 63 1
DNTROTDVTCE TN ... oo i s, s .55 s 50805015504 5 N A B SR SR 1
1.1 BACKGROUNDY OF THE STULYY wssxiss o coisssssressassmmssnmaesssmmsss o 1
1.2 PROBLEM STATEMENT ..ottt 3
e R R N SO 0D, R ————— 5
1.4 OBJECTIVES OF THE STUDY ..ooiiiiiiiiieiee et 5
1.5 SIGNIFICANCE OF THE STUDY vttt 6
1.6 SCOPE OF THE STUDY oottt 6
1.7 SUMMARY ..ottt ettt sttt ettt ettt st et st st s 7
(0 2 - 0§ 2 . RO SR —— 8
LITERATTIRE RIENTERN ... coesvssmssnmsisnsosiitsnis 55t 505065 3550 . 45555 45153 0 S s 8
I ECE BT D] 0 KL 6 ). P —— S —— .8
2.2 THEORETICAL LITERATURE REVIEW .....cooiiiiiiiiiiiiieiccicecrce e 8
2.2.1 Operational EffiCIeNCY ......c.ovviiiiiiieiiecieiie et 8
2.2.2 Automated Teller Machines .........coccueeiiiiiiiiiiiiiiniienieeeccee e 9
2.2.3 Internet Banking .........oooieeiiiieiiiiiiieieeeieceeee e 10
2.2 WIGTHIE TEAIURTED ..o aemmmisos s 5205 655,455,651, 55 0 s i 11

2.3 EMPARICAL LITERATURE REVIEW ...cccoiiiiiiiiiiiiiiiiiiciiccecceecce 12
2.3.1 An Overview of the Opetration Efficiency Constitier ...... . csmsssmssmssoss ssns 12

2.3.2 E-Business Practices in Banking Sector..........ccocceivieniieniieeiiiieniceicenee, 13



2.3.3 Automated Teller Machines and Operation Efficiency ......c..ccccccevueecceecnne. 13

2.3.4 Internet Banking and Operation Efficiency.......c..cccevveinviiviinincninnnnn. 14
2.3.5 Mobile Banking and Operation Efficiency.........ccocevveeiniicenicnniicniecnnnennn. 15

2.4 SUMMARY .ottt sttt et )
CHAPTER THREE ......oumxasusonn ansomsensnss s 555405 658 655508805 585 55 5551 5 Vb S0858 55050755 5 17
CONCEPTUALIZATION AND OPERATIONALIZATION ....ccccocevviiniirieiininicnne. 17
8.1 TN T RODIUT T, s s 580530856598 SN SRR A 17
3.2 CONCEPTUAL FRAMEWORK .....cccoiiiiiiiiieiiecteeieeee e 17
3.3 OPERATIONAL: BFFICTENCY a s sevssvsnossmnsssen snsssam ssnesssnsssssnsasessssssumntsns 18
3.3.1 E-BUSINESS PractiCes....ccouuiiiiiiiiiieiiieiiieeiieieecieete e 19
3.3.2 Auteinaied Teller Machines wmsswssemmsssssmssmmmuesenes R 19
3.3.3 Internet Banking ........coouieiiioiiieiiieieeieeiees e 19
3.3.4 Mobile BanKINg .......eeeeiiieeiiiiiieiiiiieeeiiteeneeee e 20

3.4 OPERATIONALIZATION OF VARIABLES .....cooiiiiiiiinicninicicecieee 21
3.5 HYPOTHESES ..ottt 22
B0 BUINIITATREN ..o s s i 65005505005 5005 S5 D S TS A B RSP 22
CHAPTER FOUR.......oooiiiiitiee ettt ettt ettt st st 23
METHODOLOGY ittt ettt sttt s 23
4,1 INTRODUCTION ... .ooiiiieiieitenie ettt ettt et e 23
4.2 RESEARCH DESIGN ..ottt 23
4.3 STUDY POPULATION AN SAMPLE .........oomrvounesnisiinss inisnvssssssssas sesssansssss 24
4.4 DATA COLLECTION.....ooitiiiiitieeit ettt 25
4.5 METHODS OF MEASUREMENTE s ssnmmasess consenonss srasmsrosesmussnsesssss 25
4,6 METHOD OF DATA ANALYSIS AND EVALUATION ....cccccccciiiiiniininns 25
4.7 REGRESRION ML s w05 s sewsonsosaissinstoossssss i 6158 s sy ss ssassmosasinsss 27

4.8 HYPOTHESES DEVELOPMENT

43 BUNINVIARY . cusmnsnunossmonmasnson sivsssn s o s sssrs s suisssussss sy ssssay ss s suuss i ses 28



DATA PRESENTATION AND ANALYSIS ...oooiiieeeeeeeee e 29
3], INTROTIIUIC T IO s s sssms s 56545 .55 6m i smsmnanammminasmn asin masimsamsns s smmmemmnomsmiesrsmms 29
5.2 DATA PRESENTATION ....ccttiiiiiiieieeeeeteseete ettt 29
8.3 DATA AWALYBUS wuinoncnsrsunorsassson s s sssin tssshissonisso b sormmmamessaspusssssasmnnmanns 29

5.3.1 DeSCriptive StatiSHICS .eeveererrieireeiesieireetiteeteete et ettt et et ene e 29

5.3.1.2 Summary of Descriptive Statistic of E-business practices and Operational

EETICIEIICY . +euvteiietieit ettt ettt et et 32
5532 UIDHE ROOL TEBL o655 55s06simmmnmmnnmammsnsmsmnsmmrmannssssasias ns s easn sosasms ass swsas s somms 32
5.3.3 Correlation ANALYSIS ...ccccueerviiiiieiiiiiiieiieeeeeeee e 33
5.3.4 Regression ANalysis ......cccccveeieeieiieiiiieeeneeeeeieeenee e e 37
5.3.5 Hausman TeSt .....cccueiuiiriiiiiiieiieee ettt 38
5.3.6 Hypothesis TeSTING .....cevuiiriiiiieiiieieeiiesie et 40

5.4 OMITTED VARIABLE TEST ...coiiiiiiiieeeeeeeee e 41
5.5 CHAPTER SUMMARY ..ottt 42
CELAPTER SIX . 5000516550 00855 inass sneanassansnsansesmssmmanusn oess nassmsicssnsssmsms smmesssmas easn s ot s sessnes 43
DTS C LTS OIIIINS shcunon vvusasosanics .60 cansmnsms cesmass ae smnmssnss nsmsosans s semsssmss am s s s s e s sxsm s 43
6.1 INTRODUCTION......coiiiiiiiiiiieiteteetete sttt ettt et eve st saesae e 43
6.2 DISCUSSION ON UNIVARIATE ANALYSIS ..o 43
6.2.1 Descriptive Statistic for all Variables...........ccccoooieiiiiciiiiiiiieeeceecee 43

6.3 DISCUSSION ON BIVARIATE AND MULTIVARIATE ANALYSIS ......... e

6.3.2 Regression Analysis of E-business practices and operational efficiency of

banks (GLS Random Effect) .......ccccoooiiiiiiiiiiiicicccceeeeeeeceeeee 45
6.3.3 Omitted Variable TSt .......cocuiiiuieiiiciiieiiee e 46

6.4 CHAPTER SUMMARY ..ottt 46



CHAPTER BEVEN . i simsmmssnsssmnsonsscanns s somnossicsnmssinsieh s 5655055885 855 555 055 A AR 55.5755 47

CONCLUSION AND RECOMMENDATION......covoereeeeeeeeseeeeeeeeeeesseeeesssseeee 47
7.1 INTRODUCTION ... seesee s 47
7.2 CONCLUSIONS ...t seeeeeseeeseeeeeeseeeeeessseeeeseeeseeseeseseseseseeesssee 47
7.3 RECOMMENDATIONS ....coovecoeeeeeeeeeeeeeeeeeeeoeeeeseeeseeeeeeseseeeseseesseeseesseessenes 48
7.4 SUGGESTIONS FOR FURTHER RESEARCH..........oo..oovveiooreeceseereeesneeeennnn, 49
7.5 LIMITATIONS OF THE STUDY ...cooivveeoeeeeeeeeeeeeeseeeesseeeesseseesseesessseeseneenns 49
7.6 SUMMARY ..o eeeeeeeseeseeeseeeeeeseeeeoe e ee oo eesee et eeesesnenns 49

REFERENCES ... oo eeees e seeseeeese s see s eeeeeseeeesssees e eseesseseseesseeseeess oo 50

APPENDIX — L oo sesee e sses e eeesee e 53

APPENDIX — I s oo eee e eeesseeessseesees e eesesseeee 54

APPENDIX — Il eses e s eeesseeeese s eeseesseseo oo 59

Vi



