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Abstract

Sri Lankan Licensed Commercial Banks are constantlgsting on modern state-of-the-art
technology in order to compete among themselvaspete with global banks, which have
local presence, cater ever growing needs of thestotners as well as to comply with
complex regulatory requirements. Majority of theheology resources acquired by local
Licensed Commercial Banks (LCBs) are of foreigrgiori for which a vast sum of foreign
exchange is spent. Therefore, it is imperativetlierSri Lankan economy as a whole and the
individual banks that they succeed in their techgglimplementations, most importantly
Core Banking System (CBS) projects, to achievedixsred organizational objectives and

project outcomes.

The main purpose of this study was to identify iCait Success Factors for CBS selection
and implementation in Sri Lankan LCBs and to defifeamework, which could be used by

the LCBs to make their CBS projects successful.

On evaluating some of the software selection anplamentation models via a literature
survey, the survey-based method was selected ttyzenaxperiences in selection and
implementation of CBS in the local LCBs. This was@mplished by identifying success
factors related to IT and ERP projects based araliire survey. Through focus group
interviews targeting top managers of LCBs additianecess factors related to local context
were identified while validating the relevance afcesess factors identified through the
literature survey. The survey questionnaire wasgdesl based on the literature and on the

information collected through the interviews toleot data.

The survey questionnaire was distributed among B@Bviduals identified as sample
population across 10 LCBs. Out of the 598 only 82§ponded and responses of 244 CBS

project experienced respondents were identifieduidher analysis.

Following noteworthy findings were observed on gs@l of survey data. Most of the
respondents were of the view that improved efficieand end user satisfaction was the most
important project goal to achieve, related to CB®jgets. Timely implementation or

implementing within allocated budget, was not cdesed as important by the respondents.

iX



Corporate Management and IT Departments respegiiaele been identified as the top most

influencing factors in deciding on CBS.

Out of the 23 success factors in the questionna@idnave been identified as Critical Success
Factors (CSFs). Out of the 16, six were relatetheo CBS selection process and 10 were
related to the implementation process. There waeetCSFs common to both selection and
implementation processes. Out of the CSFs relatedetection, preparation of proper
requirements has been identified as the most a&ritsticcess factor. In relation to the
implementation, vendor support and commitment hasnbidentified as the key factor.
Further, the research outcome indicates that appeigly 25% of the CBS implementations
have failed to meeting the project goals and objest When evaluated against the two
important project success measurement criterimmpfamenting within the anticipated period
and being within the project budgets, then faikate would be well above 25%.

Based on the identified CSFs, a framework for CB§gets has been developed and a
comprehensive set of guidelines have been propmsdte Sri Lankan LCBs, which could

be useful for these banks in their future CBS Risje
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Operational Definition

Critical Success Factors:

Characteristics, conditions, or variables that havelirect and serious impact on the

effectiveness, efficiency, and viability for the SEBProject success.

Some What Important Success Factors:

Any Success Factor important for the CBS projeats ron-critical for the successfully

completion of the project.

Socio-Demographic Attributes:

The attributes which may indirectly impact to thejpct, such as Role, Banking Experience,

CBS Project Experience and Awareness of CBS Prbjaitiires.
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Chapter 1
Introduction

Over the last decade, majority of the domesticnkeel commercial banks (LCBs) have
apparently replaced their outdated core bankingwsoé with new state of the art core
banking solutions, in order to compete in globatkats (IBS, 2008). Although Sri Lanka is
optimistic of highly skilled software developers, still lacks professional core banking
software solutions with sufficient degree of qualgophistication and versatility catering to
specific requirements of banks. Consequently, nitgjof Sri Lankan commercial banks (ten
out of eleven) use core-banking solutions supplydforeign software vendors at an
enormous cost as described under chapter 2.

The evolution and development of packaged core ihgngoftware (CBS) in the form of
end-to-end solutions for the business requiremeinignks have been a major change in the
implementation processes over the last few yeaBS(@endor’s reports). The average life
cycle of an implemented CBS, is around 10 yearfogys). The core banking software
system changes in banks have had mixed resultsnééé of a fully fledged core banking
software system is vital for banks to meet the oefitipe pressure and provide superior
service to their clientele. In this perspectiv@ditional in-house developed systems have
many limitations in meeting the foregoing objecti®&ich systems which were technology
dependent prevented banks from being adaptive larible to satisfy the changing market
demands (Goolsby, 2008).

The CBS implementation over the past few decaddsegsed that many of the early
installations were either inflexible or took unaggtably long implementation time due to
high level of customizations to meet the speciéiquirements of eacBank (CBS vendor’s

reports). However, there had been recent examplessuzcessful core banking
implementations among domestic LCBs (eg. HNB - 2038mpath Bank - 2008). It is
estimated that about 40% of software system imptatens have failed globally
(Ramkumar, 2004). Majority of CBS implementatiorojpcts had either time overrun or
budget overruns (Minz, 2006). One of the leadingédstic banks, which hurriedly upgraded
the existing system with new version of the exgti@BS, without resolving the current

1



issues, had to face manifold difficulties in mamagthe project. Such problems, ultimately
had adverse effects on their business as they mggrn a position to meet the expectations

of the customers, on time.

Software system implementation failures and prokletaring implementations have been
subject to extensive literature, although high hilgy CBS project failures are not very
common in large banks. The integration of CBS wather delivery channels would be
challenging during the implementation and post enpntation periods. The problem of
interfacing could occur, especially when banksmafteto customize their CBS. However,
with the increased demand for CBS by smaller bao&st overruns or failures in process
design can cause significant problems as these atapters may have limited resources,
experience, or staffing skills to overcome thesees. Banks have found themselves to have
been further stretched, when contractors, condsltaand vendors who are domiciled at
geographically different locations get involvedsiach projects due to difficulties in timely
coordination and consultations which require ddditaresource management during

implementation stage.

The current competitive environment with increaBingemanding customer needs are
forcing the banks to reexamine their technologyiremment, which is required to ensure
that their IT strategy is aligned with their busisestrategy. The CBS replacement is often the
most feasible solution to meet this demand. Howenegrlacement of CBS be it for large or
small banks, global or regional, is analogous eart transplant (Infosys, 2009). This is one
of the greatest challenges for any bank, whichaeitther result in the bank leapfrogging to
a high degree of differentiation and an enrichest@mer value proposition, or can create
considerable risks for the bank if the transitisnnbt managed properly. A core banking
solution, once implemented should be robust, stalahd future-proof and should serve the

business interest for at least 10 years (Infosy89}

The pressure for the banks to consider replacigachg core systems has been increasing as it
becomes clear that traditional ‘surround’ strategidl not work in the current context. (ISB,
2008) The issues and manual intervention with lgg&BS could be overcome by

investments in distribution channels, which canvéelthe improved agility and cost savings

2



that the business is looking for. The IT departmenithin retail banking businesses are
finding it increasingly difficult to continue ju$fing in-house development or to maintain
older versions of CBS to meet the organic growth tké bank and technological
advancement. (IBS, 2008) In the current era, béamk& of growth not only within the home
country, but also globally. In addition, regulatti@ve imposed new laws in order to ensure

that banks safeguard the banking industry and metaonfidence.

The ISB research on core banking shows rapid cham@BS globally, by replacing more
than 200 systems annually (ISB, 2008). The anrtsaldales table provides this information
related to CBS replacement by each vendor. Thetensiderable work being accomplished
on core banking replacements globally with thevactontribution of Sri Lankan banks.
Unofficial information indicates that some domest@mmmercial banks are in various stages

of discussion to replace their CBS to meet busidessands.

The project success criteria can be defined as inged¢he business requirements in a well
defined project scope within agreed budget and frax@e. (PMBook, 2004)

1.1 Conceptual Background

The rapid advancement in Information and Commurina¥echnology (ICT) has had a
reflective impact on the banking industry and thidew financial sector over the last two
decades (Jayamaha, 2008). It has now become dh@tofacilitates banks’ organizational
structures, business strategies, customer seramgsother related functions. The banking
sector was one of the first to embrace rapid glehabn and benefit significantly from IT
development within the financial service indusfffne technological revolution in banking
started in the 1950s, with the installation of et automated book keeping machines at
banks. This was well before the other industriesalbvee IT savvy. Automation in banking
became widespread over the next few decades asisamkickly realized that much of their
labor-intensive information-handling processes dodle automated with the use of
computers (Jayamaha, 2008). The first AutomatetbiT®achine (ATM) is reported to have
been introduced in the USA in 1968, and it was @bash dispenser. The advent of ATMs
helped to improve customer convenience and redwsts,cas ATMs were used for



withdrawing funds, accounts inquiries and trangfigrfunds between accourwhich would

have required face-ttace interaction between bank staff and custondengafnaha, 200¢

CBS replacement is one of the most important decisemmg bank can take, as it is ve
specific to a bank's unique business strategy. Mewdhe replacemit process is not ¢
straight forward as it malpok. Considerably varied views on what defineCBS and what
the successful roadmap in its selection and imphkaten should look lik, have been

explained in the following sectiot

The Asian Banker Reaech highlights the critical elements that will ares a more robu
and successful implementation.(Infosys, 2009) Hp®rt provides guidelines to help play
in defining replacement objectives, strengthenihg selection process by analyzing

critical requirements angdossible choices of platforms, architecture and functiogalithe
report explainghe implementation and deployment process, bothn freanagerial as well ¢
technical perspective, and identifies the critisatcess factors and bepractices for all

phases of a replacement proj
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It had been noted that financial institutions ambaime world are using systems that are too
obsolete, too slow, and inflexible (Goolsby, 200Blrther many financial services firms
having technologies that are nearly 30 years okl r@alizing the competitive advantage of
modernizing their outdated core systems (Celen6R00his is further seen in Figure 1.1,
which indicates the estimated budgeted figure2@@5 in European banks. HSBC had been
the highest IT spender with an estimated budgetef €3 billion (Pierron 2005), UBS with
€2.8 billion, followed by Deutsche Bank with €2.@libn. ABN AMRO was fourth with an
estimated €2.28 billion. Figure 1.1 above listdladise values.

IBS Sales League table (IBS, 2008) indicates thHabaj primary universal banking
implementations had been more than 200, as of M20O8. The value of these technology
transfers would be of many billions of US$.

Bank’s legacy systems are more focused on prodimtted back-office processes instead of
customer-oriented processes. They are not adeyugedred to meet present business
demands. Majority of them perform batch processistead of online real-time, and straight
through processing (STP). They are IT driven arattiee instead of being business driven
and proactive. Legacy systems are generally fratgdeand do not present an integrated

global view (Dortson, 2008).



Table 1.1: Banking System Drivers and Changes

Area

Legacy Solutions

Modern Solutions

Back-office

Product-oriented

Customer-oriented

Front-office

Fragmented/Siloed channels

Integrated channels

Services Sales/Efficiency-oriented Customer satisfaction-oriented
Sales Reactive Proactive

View (Risk) Local/Differentiated Global/Integrated

Operations Per office Enterprise-wide

Processing Batch, many manual actions Online/Real-time, STP

Architecture

Product/Process-driven

Service/Event-driven

Budget Decentralized budget discretion Centralized budget discretion
Alignment IT-driven Business-driven
# Banks Many different (small) banks Mergers and Acquisitions

Source: Core banking system survey, 2008

Table 1.1 provides information on business requénreinchanges with regard to banking
systems over the last decade. The legacy systaahsrd used in banks have big challenges
to meet new business oriented market conditionsstMoportantly, service orientation has
changed to customer satisfaction orientation, whwoluld be the key factor in the current
business context. The introduction of online realet banking which provides a better
service to the customers has a competitive edgené&lv core banking solutions, support the
new business context to banks to satisfy custondersiands and expectations.

The CBS survey, 2008 describes the changes andogewvents in each banking domain,

which are relevant to current context for bankiggtem changes. For the emerging markets,
these trends can be regarded as visions becaesefeales use very basic products to fulfill

the demanding targets in such growing markets.Bagprovements to business processes
with adequate platforms are still crucial in bamkimperations to meet the market demand.
Business issues, legal and regulatory requiremametdorcing banks to implement state of

the art CBS (Dortson, 2008).



CBS Survey by Dortson (2008) reveled that CBS terotompared to replacing the engine
of a Boeing 747 in mid-air. Experts consider cosnking replacement to be the most
complex, risky and expensive IT project that anyka@an undertake. CBS forms the
backbone of a bank’s IT infrastructure and contagt®rds of all customer transactions and
the processing of those transactions. A minor emothis area can cause a bank’s entire
system to crash, tarnishing its reputation in toe@ss.

Many of the mid-tier and top-tier European banks early adopters of the new solutions.
Hence, they are replacing their legacy CBS withngle global system to support business
demands. However, many large European institutiemres still struggling with obsolete,
inadequate core systems that no longer meet thguirements. In the United States, most
banks have not yet started replacing their systdimgy plan to do so by first implementing
new systems only in their global divisions befaekling domestic systems (Goolsby, 2008).
Similarly, it's easier for a tier-three or tier-iobank to replace its core system because it
doesn’t operate in as many markets as a tier-oierstwo bank. The number of third-party
applications that need to be integrated into the oere system is another factor influencing
the adoption rate. Most tier-one banks have mordede applications, and they replace the
applications or integrate them into the new syst8aichidananda, 2006).

The project budgets required for software and ses/require considerable investment that
may extendup to € 250 million, in extreme cas&dtwire and services costs for European
banks’ renewal initiatives, spread over at leastytears, will be in the € 100 billion range.
(Dortson, 2008).

IDC financial Insights’ latest study reveals thainks are exploring how Service Oriented
Architecture (SOA) platforms can be adopted toraiigth their vision of modern CBS. The

trend of packaged, complete banking systems angatinilities to core banking renewals

has shifted. Financial institutions today are mgviewards modular, component based
approaches to core banking. The number of new lwan&ing deals in Asia, is estimated to
be 56 in 2008 and 52 in 2009. The total deals signe2009 were noticed to be more
geographically spread with more deals coming frartside the high growth core banking
markets, namely China, India, Indonesia, Vietnamd, &ingapore (FT Fortune, 2010).



1.2 Contextual Background

Jayamaha (2008) explained that the banks have ediggstems developed in-house or used
systems provided by vendors on a decentralized basiich transforms manual systems to
automated processes. The banks use core-bankitersy$rom different vendors to meet
their requirements for separate modules, and téogp@latforms involving key operations
such as deposit mobilization and lending, tradexrfae, treasury operations, and more
recently card transactions. The banks implemenésd ecore-banking systems together with
other sub systems and integrations making relatikeege investments with sustainable gains
to compensate costs. The arrival of new foreign prnidate banks with state-of-the-art
technology-based services pushed local banks inL&mka to move towards the latest
technologies to retain their customer base and ae fcompetition. The increasing
competition in Sri Lanka’s banking industry has ened the scope of the IT infrastructure
development to meet diversified demands made byenours users. Today, customers of
some banks enjoy services through Internet Bankietgphone Banking, Mobile Banking,
ATMs and POS devices. The growing competition ardeetations have also increased
awareness amongst the banks of the role and inmpertaf technology in banking. In the
context of Sri Lanka, the implementation of new aomimprehensive IT systems is
considered to be costly and the banks tend to comige on the use of integrated solutions

and advanced technology.

There are 22 licensed commercial banks (LCB) andLibénsed Specialized Banks
providing financial services to customers in Srnka (CBSL Annual Report, 2009). The
licensed commercial banks contribute to a largeetabase and a magnitude of services
within the economy. Further the commercial banks #we most efficient and important
category of financial institutions within the Bangi Industry of Sri Lanka. At the end of
June 2009, the LCBs dominated the financial systé&ma market share of 47% of the entire
financial system's assets and 84% of the bankiowse assets. Therefore, the health of the
financial system depends largely on the sound backgl of the Licensed Commercial
Banks (CBSL Annual Report, 2009).

Although the amount would differ from those of imational banks, IT spending by Sri

Lankan banks is no different from their foreign otarparts. As of 2009, there were ten local
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commercial banks in Sri Lanka, having invested gasis of money for foreign CBS. These
banks would continue to invest in new technologeesompete in the local market. During
these CBS replacements, the most preferred and oammechanism adopted by the banks
for the implementation of the ‘software technologgd been in the form of licensing. (Pilot

Survey)

Table 1.2 - Core Banking Systems of Domestic Comnaal Banks in Sri Lanka

# | Name of the Bank Main Core Banking System(s) Year of
Implementation
1 | Bank of Ceylon Fiserv from ICBS 2004
2 | Commercial Bank of Ceylon PLC | Fiserv from ICBS 1995
3 | DFCC Vardhana Bank Ltd Equation from Mysis 2000
4 | Hatton National Bank PLC Finacle from Infosys 2010
Flexcube from Oracle Financials 2002
5 | NDB Bank PLC
Globus form Temenos 2000
6 | Nations Trust Bank PLC Flexcube from Oracle Financials 2004
7 | PABC Bank PLC T24 from Temenos 1998
8 | People's Bank Silverlake from SIBS 2004
9 | Sampath Bank PLC Finacle from Infosys 2000
10 | Seylan Bank PLC Capity from Midas 1995
11 | Union Bank of Colombo Ltd In-house Developed 1996

Source: Survey Data

All domestic commercial banks use core-bankingesystfor their operations. The majority
(Ten out of eleven) of banks use foreign CBS, waerene bank is using a homegrown
solution. There were seven foreign vendors, whoshgplied core-banking systems to these
ten licensed commercial banks in Sri Lanka. Thusyvendor has had a clear lead in the
market share. Table 1.2 shows the banks usage@ffoCBS in Sri Lanka. Although the
“year of implemented” indicates the first instanicewhich each bank acquired the specified
CBS. Several upgrades may have taken place on toesebanking systems. Some banks
have replaced their CBS quite recently and a sibgl&k was found to be using more than
one CBS to support their business due to varioasores.
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Most banks upgraded their CBS to later versionisetan par with new technology changes.
A few banks are in the process of looking for replaents for their existing CBS, which was
revealed during the pilot survey interviews witle tHeads of IT and freelance consultants.

Although the banks have implemented their systemdifferent times, there had been

frequent upgrades to keep these systems up to Oaepilot survey shows that the upgrade
process is similar to new implementation, in sorages. During an upgrade, banks acquire
licenses for a later version of the software, pbiypdree of charge but the upgrade services

could be expensive.

The General Manager of Bank of Ceylon in a predease on 14 November 2006
emphasized the importance of CBS and investmenteet the requirements. It's important
to see the value addition provided by the CBS tpdmsed by the bank to their customers at
various locations. This also enables different sypeproducts to be offered to the customer

through a mix of delivery channels, which touches ¢ustomer service.

“As Sri Lanka’s No. 1 bank, Bank of Ceylon has tak&e initiative and made a huge
investment to link all its branches in all partstbe country into Sri Lanka’s biggest
online branch network, through the country’s largesline branch network, we can
now bring our world-class online facilities in cobanking, fund management, and trade
finance to large and small enterprises as well asndividuals in urban and rural

areas” (Bank of Ceylon Annual Report, 2005)

Technology is used by Banks to meet their busigeswth and provide superior customer
services through its delivery channels. The anmepbrt of Commercial Bank of Ceylon

PLC for the year 2008 highlighted the large investitnmade by the bank in technology to
provide better services to the customers. The hesels technology to provide services and
reduce cost of services to gain competitivenesthén market. Investment in technology
would be an ongoing expense; and hence banks btatgeaintenance and adoption of new

technology, every year.
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“The Bank has 181 delivery points and 346 ATM#als invested over 2.501 Billion in
state-of-the-art technology in the last 10 yeatsisl accessible to anyone with an
Internet connection, 24 hours a day 365 days ofyte. On-line banking now allows a
wide array of transactions at the click of the mgug&ommercial Bank Annual Report,
2008)

The core banking application is the backbone othake delivery channels, which runs as
the heart of any complex banking solution. Henaemngatibility between the delivery
channels and the core application would be an itapbaspect in evaluating a replacement
for existing core banking applications. Banks mes#esiderable investment on technology to
meet requirements of steady growth and provide reupeustomer services. (Commercial
Bank of Ceylon, Annual Report - 2008) The customsatisfaction, accuracy, and risk
mitigation would be the prime objectives of the kiag industry (CBSL Report, 2009)

1.3 Problem Statement

Banking systems are business enablers, which posfificient service to bank customers.
The organizational growth and customer touch paanésmainly dependent on Information
Technology used in banking Industry (Bank of Ceyldmnual Report 2009). Therefore
implementing a suitable banking system is a mamgaemuirement for the banks to meet its
organizational goals and aspiratiofifie problem is that local commercial banks do not
meet the desired objectives during agreed projexipe, timeframe and budget from the
CBS project

1.3.1 Current Issues in Local Banks

A pilot survey was conducted to identify primaryfammation related to Sri Lankan
commercial banks. The survey revealed that moste@banks had changed their CBS with
foreign core banking applications within the pastygars, some banks were in the process of
replacing their existing CBS, while a few othersrevevaluating core banking software

solutions to replace existing systems.
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The evaluation of pilot survey results indicateattmost of the banks have replaced their
core-banking systems when Y2K (Year 2000) was &meis The survey result further
indicated that two main banks have changed thei @Bee times during the last 15 years
indicating that there could be reasons to change-lcanking systems so frequently.
Rationale for these replacements could be attribtddactors such as failure of the previous
implementation, not meeting the business requirésnanajor change in technology and

need to have competitive advantage within the itrgluec.

The BOC was using five different systems to maniggeperation till new CBS rollout in
2005. During that time only 18 branches were cotateto the uni-banking network, others
were stand-alone systems. Taking the consolidateérgl ledger was a tedious task during
this period. In 2004 banks started the first piloplementation which was a success. At the
pilot stage the bank started to rollout for thenota network to enable all branches to be
linked to the main data center at Head Office. (B&tual Report, 2005)

The heads of Information Technology of these bandigated the implementation of CBS as
a complex activity, involving considerable amouhinvestment in time, money and human
resources. It was revealed during the interviewsat in the majority of instances these
projects were not completed within the anticipgtedod or within the financial budgets and

were consuming more human resources than expegied to a range of issues.

There had been instances where banks have optadetanore than one banking system
simultaneously due to one software solution natdpaible to solve the entire requirements of
the banks. The CBS upgrades are also importanteap kabreast with  technological
advancements, which enable banks to acquire newtifumalities and face the market
competition. Pilot survey confirms the importanddhe decision of changing core-banking
systems, which has an average implementation pefid@ to 16 months. The pilot survey
also indicated that in many instances, upgradin@®$ takes as much time as implementing
a new system. This happens due to heavy customizato be made in the older version in
addition to features and functionalities, which thenks wish to retain even if it requires

customization to the later version being implemeénte
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Pilot survey revealed of instances, where consigdterere involved in core-banking system
selection and implementations processes. Furthegret had been occasions, where
individuals, specifically at the top managementelewnterfering with and influencing the

processes of software selection and even systerenngntation, beyond the usual expected

levels of involvement.

A senior manager of one of the leading commerceikis explicated issues related to
implementation of the CBS, which were experienceg the bank throughout the

implementation process and even post implementatiooording to him, the bank could not

meet the expected objective of the implementatioa th some unresolved technical issues.
As a result, the bank had to run number of brancimethe old legacy system while the rest
were run on the new system. This has created coumtipke and as a result the bank
underwent a significant operational risk. Furthie bank had to spend to maintain both

systems, which was an unexpected budgetary comtstrai

During an interview, a Head of IT of a leading coeroial bank exposed of an instance,
where a core banking implementation project in faded resulting in  scrapping of the
project due to a variety of reasons. There had laegizable investment of time, money and
human resources made for the project. Although mahyhese institutions are either
government or public quoted companies, informapentaining to such failures are rarely
published for obvious reasons, as it might advgraéfiect the reputation of the institution
and possibly adversely affect the individuals wherevinvolved in these projects. This
signifies that the information pertaining to CB®ject failures are neither documented for
internal purposes nor made public to the extermdities to be used for research or as

learning experiences.

It was further revealed that banks seriously lookédactors such as improving internal
productivity and process efficiencies, reducingrapenal complexities and lowering cost of
ownership of new technology apart from the custosewice and competitive objectives.
Human resources involved in these projects wenetiitkxd as a key and a critical element for

the success of a CBS project. Preliminary studgrimews indicated the difficulty faced by
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banks in identifying correct human resources ferphoject and getting them assigned to the

project.

Considering the importance and value of the proabgsresearch on this area would shed
some light on awareness of the CBS selection aptemmentation process specific to the Sri
Lankan commercial Banks. Apart from that, a redeadrc this area would capture and
enhance the body of knowledge, which is currentiycentrated within a minute community
of individuals dispersed across the banks, who leygerience in such implementations.
Further, this research will assist the bank denisiakers to identify the perceptions of
different stakeholders related to the project, lideo that future projects could be managed

accordingly.

1.3.2 CBS Project Experiences Related to Local Bask

Amarasinghe (2008), evaluated the technology tearisised on CBS changes in three local
commercial banks in relation to a single vendore Tésearch identified the problems with all

implementations, and provided particularly usefufformation related to banking system

changes. According to his research, one out oftiteee local commercial banks, which were

the subject of the research, could not achieve tigective expected out of the project. It

further indicates that a considerable time overhas taken place to complete all three
projects. The researcher has further identified@Hewing aspects attributable to failures of

CBS projects. Out of the sample of three banksgre¢\aspects are more specific to a single
bank.

* Many activities, which are crucial in selectingwatable core banking solution and a
vendor, were not performed effectively.

» Lack of flexibility in reengineering business preses and failures in adaptation of
best practices incorporated in the systems leadimigh customization of CBS being
implemented.

* Lack of dominant decision makers within the implema¢éion teams to control and
influence radical changes in the form of businesggss reengineering (BPR).

» Lack of ownership and control on the customiza#otivity.

» Lack of documentation for most of the importangsta

* Unmanaged internal organizational politics.
14



Analysis of data collected in relation to softwaneplementation projects in Sri Lankan
commercial banks during the pilot survey interviemdicates that successful completion of a
software implementation project to the entire $atison of the business, as scheduled,
within given budgets and within planned resourdkzation is an extraordinary occurrence
or a non-occurrence. There have been instancesiewltanks have failed to meet their
objectives and expectations of the CBS projecttdusimerous reasons. In such an instance,
financial loss and damage reputation may possialemullified the benefits expected out of
the implementation.

1.3.3 CBS Project Experiences Related to Foreign Bls

Harris (2001), claims that successful implementatocd new technologies is particularly
important in an increasingly competitive bankingiemnment, where the major players are
also under threat from new market entrants. Thiglystcites three banks, where the

technology transfer had failed with one being sasfid. His findings assert that,

(a) Reluctance to learn from the mistakes of earliepjgets. The considerable
resources devoted to IT projects rarely extendeshéasure the effectiveness, or to

analyze why mistakes had occurred.

(b) Policy of moving on project leaders with acclmed experience, thus new

managers faced the same difficulties in runninga project.

(c) Reluctance of individuals to take responsipifior failure through fear of being

made scapegoats, reflects the political naturergénizations.

The same research ponders on the need for Uniteghdkim (UK) retail banking industry to
address the question of why the massive investmbytgetail banks in information
technology is not being translated into significanbductivity gains. The research findings
suggested that it is the way in which IT projeats managed and lack of organizational

learning.

Harris (2001) further states that the retail bagkimdustry in UK has invested heavily in new

technology over many years, often with disappomtiesults. He has noted that in each of
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the ‘failed’ projects studied, there had been riemapt made to investigate the reasons for

project failure with the intention of avoiding futurepetition of the same problems.

Some reasons for the failure in these banks had O#kering business priorities, cultural
gaps, legal requirements and internal power stagygtsulting in the eventual decision to

abandon the project.

“A review was suggested to establish the cause,ti@itprojected cost of £1
million was deemed too high. This figure was ingiggnt in comparison with the
amount of money (some £300 million over a six peaiod) that had been spent

on the project” (Harris, 2001)

Lievens & Moenaert (2000) had carried out a surekgeventy seven Belgium banks and
found that there were thirty seven commerciallycegsful projects, while twenty eight were
unsuccessful. It is important to emphasize the afséreign consultants for technology
transfers in the banking industry, due to its rafee to this research. A study by
McKendrick (1992), on the use of ‘consultancy’ asm@de of technology transfer claims that,
the lack of specialized software consultants hadnba major drawback in transferring
information technology to Indonesian banks. Furthérwas proven that consultation
contracts with banks from the developed countries €xample, Bank Duta, Bank of
America, Bank International and Citibank) had ne¢ib effective because of the consultant’s
lack of appreciation of daily operations and diéigces in accounting methods in Asia (Enos,
Lall & Yun, 1997).

1.3.4 Refined problem

Based on the initial information and available rhteire, there appears to be no proper
documentation or guide lines for selection and enm@ntation of CBS for commercial banks
to overcome the problems described in the abovitossc The experience or the learning’s
of commercial banks are not readily available te as reference before the decision for

changing of banking systems.
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Process of replacing CBS could be broadly dividetbitwo discrete areas namely selection
and implementation. The banks found to be sepgratetusing on selection and
implementation aspects of CBS projects, where ab{fath processes have inter-dependency
and need to be focused together for the succdse @iroject.

Selection Process:
* There is little literature in identifying criticaduccess factors related to selection
process of a CBS by the Sri Lankan commercial hafke available literature does
not provide significant value addition to the bamkghe time of changing CBS.

» Lack of sharing experiences in relation to selecpoocess, mainly dependent on the
influence and convincing power of consultants anttiat of the vendor. There are no
documented best practices, procedures or guidimgelecting a CBS, which meet

the requirements of Sri Lankan commercial banks.

Implementation Process:

* There are no documented critical success facttaterkto implementation of CBS by
the Sri Lankan commercial banks. The lack of infation in respect of the learning
or experiences related to implementations of CBSldcdead to wrong decisions

being made during implementation processes.

* Factors determining the success or failure in thelementation are not readily
available for the decision makers and people wkaranaging these projects. Hence,
there is a likelihood of the same mistakes beipgated by many banks which might
cost Millions of Rupees to individual banks andtcosich larger amounts to the
economy of the country as a whole, which could deed easily if the information,
knowledge and awareness are available in relatdiadtors determining success or

failure of a an CBS implementation.

Considering all aspects of the above sections thblgm reiterates that, local commercial
banks do not meet the desired objectives duringeabtimeframe and budget from the CBS

project.
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1.4 Significance of study

Banks would constantly search for new technolotpesater the ever changing environment
and to compete in global markets. As a resultctalg and implementing new technology to
replace the existing technology would be an on-gaactivity of the banks world-wide.

However, replacements of existing CBS are not divigcthat is performed frequently as

this would be done based on extreme necessity. Mfiem than not, the preferred path
would be to upgrade the existing CBS. It is alsteddhat core banking replacement is time
consuming and considered to be a high risk, higieediture activity with no guarantee of

achieving expected results, unless done approlyriate

In recent years, there have been increased competimongst banks, to attract customer
loyalty towards the banks whilst elevating custoregpectations to new heights. As a
whole, there is great pressure for the banks toclaunew services while containing costs and
meeting more than ever stringent regulatory compgarequirements. Business agility has
become a key determinant of commercial successba@hks must increase customer touch
points and delivery channels to the market. Thekganust also maintain a single view of
the customer across all channels. Similarly, th&tamer must experience a consistent look
and feel, across all banking channels. The keytgess is to increase the number of banking
channels without compromising service levels byimining systems down times. (Infosys,
2009)

The findings of this study could be used by bamkSii Lanka when planning to invest on a
CBS. In addition, the study could also be usedotber information technology transfer

projects in the banking sector, specifically irat@n to the Sri Lankan context.
Based on the complexity, frequency of upgradesciiagges in the regulatory environments,

the research is significant to understand the dycgmn selecting and implementing CBS
and to overcome the factors contributing to fasguoé such projects.
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1.5 Objective of the Study

Information related to CBS projects of the banks @osely guarded secrets and are kept out
of public domain. There had been many successfplementations as well as failed CBS
implementations in local commercial banks. Howetlegre is no properly documented body
of knowledge with regard to CBS selection and immatation processes due to the
sensitivity and confidentiality nature of this infieation. This research aims at collecting this
information and formulating a common framework piring to CBS projects, specific to the
local context, which could be used by Sri Lankampwercial banks to successfully select

and implement CBS in the future and to avoid orimipe factors contributing to failure.

Specific objectives of the study are:

» To identify critical success factors related to skeéection of CBS to meet the desired

objectives of the bank.

* To identify the critical success factors relatedingplementation phases of CBS

project to achieve the desired project objectived @tcomes.

* To propose a general framework and unified setuidadines useful for Sri Lankan
commercial banks related to selection and impleatemt of CBS, based on the

identified critical success factors and issues.
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1.6 Limitation of the Study

Limitations and delimitations are integral partao$tudy; hence they may affect the research
design and the outcome. Research on latest CB&gsopf the local commercial banks
would have been the ideal scenario for this studigwever, it is practically difficult to
identify all the members who have managed and/dicgzated on full time basis in such
projects. A typical CBS project involves a divergroup of people selected across bank
from business and technical departments of the.ddalority of the project team members
will be re-assigned to geographically disperseditions within the branch network of the
bank on completion of the project. Due to thesatéitions, focus group for this research are
the individuals, who have experienced at leastlsi@BS implementations in a Sri Lankan
commercial bank. They may have participated eitlmerselection or implementation
processes or both processes of CBS project. Fopuhgose of the research, participants
were not separated for selection process and/omiglementation process due to difficulties

in doing so.

Further, CBS implementation projects in banks uguake place with a frequency of five to
ten years (Pilot Survey). As a result some of #seiés and experiences may be out dated in

relation to the current context.

The factors listed bellow, are beyond the contrblthee researcher, and may affect the

research outcomes:

(a) Collection of data from all the respondents in aenple was not possible due to
difficulty of identifying CBS experience of resparis
(b) Lack of interest in filling the questionnaire noetiously by the focus group.

(c) The respondents may provide feedback based orfisgacidents of the project that

may not be generalized.

There will be limitations in obtaining some infortiwa critical for the research, which may
be considered as sensitive or confidential by tAekb. There had been instances where
participants in the pilot survey have shown reloce to provide such information

specifically due to them being aware of the faet tihe researcher is an employee of one of
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their competitors. Hence, the researcher had tp el information acquired through the
personal contacts, where such information may eqirkcise but approximations, in order to

fill the gaps in the information obtained via ofitmeans.

Failure of the respondents involved in the pilotvey as well as in the questionnaire to
appreciate the value and significance of the sardytheir lack of knowledge in some of the

areas related to the CBS projects made the callecti accurate data a strenuous task.

1.7 Summary

Banks play an important role in economic developm@na country, where commercial

banks play pivotal role within the banking industiyue to economic reasons, market
pressures and regulatory requirements, banks eetuichange their CBS from time to time.
CBS projects involve large capital investments axgbenditure, are high on risk and
consume enormous amount of resources of the bartkdobnot guarantee achieving desired
objectives due to diverse reasons. The factorsilplgsaffecting success of CBS projects and
issues faced by the Sri Lankan Commercial Bankatael to such projects have been
identified through a pilot survey with the intentiof proposing a unified framework and a
set of general guidelines useful for the Sri Lankammercial Banks in order to minimize

the risk of failures in CBS implementations.
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Chapter 2

Literature Review

2.1. Introduction

This chapter elaborates the theoretical backgraafnthe research and related discussions
pertaining to the commercial banking industry off ISanka, selection and implementations
of software system in general, project managemedttie case studies and experiences of
the local and global banks related to CBS seleaimhimplementation processes etc. It also
contains a review of studies carried out by presemes on the subject area and related areas.

The theoretical framework of this research is aliscussed and explained in this chapter.

2.2 The Sri Lankan Banking Industry

The financial system in Sri Lanka comprises of m&ypes of financial institutions, which
includes the Central Bank of Sri Lanka, Licensedn@wrcial Banks (LCBs), Licensed
Specialized Banks (LSBs), Registered Finance Compa(RFCs), Specialized Leasing
Companies (SLCs), Primary Dealers (PDs), Pension$ Rrovident Funds, Insurance
Companies, Rural Banks, Merchant Banks, Unit Trasid Thrift and Credit Co-operative
Societies. (CBSL Annual Report, 2009)

According to the statistics published by the CdriBank of Sri Lanka, by the end of June
2009, 55.9% of the Assets of the Financial Systé®rioLanka and 94.9% of the Deposits of
the country were held by the Banking Industry, Wwhiocluded the Licensed Commercial
Banks (both Local & Foreign), Licensed SpecialiBzshks and the Rural Banks.

Banks play a pivotal role within the financial sst and are the primary providers of
liquidity to national economy. Banks are also resole for providing payment services,
thereby facilitating entities within the economy ¢arry out their financial transactions.
Therefore, the existence of banks are of great itapoe, as they contribute towards
maintaining confidence in the financial system amy failure of the banking system will
certainly have a great impact on activities of @her financial and non-financial entities

within the economy.
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As of June 2009, the banking sector comprised oLi2z8nsed Commercial Banks and 14
Licensed Specialized Banks. In terms of the assse band the magnitude of services
provided, the Licensed Commercial Banks are theglsirmost important category of
institution within the Banking Industry. Table 2iddicates, at the end of June 2009, the
Licensed Commercial Banks dominated the finangiatesn with a market share of 47% of
the entire financial system's assets and 84% ofb#rking sector's assets. Therefore, the
health of the financial system depends to a gre&né on the soundness of Licensed
Commercial Banks. (CBSL Annual Report, 2009)

Table 2.1- Distribution of Assets and Deposits Liabties of the Financial System

Total Assets and Deposit Liabilities of the Main lstitutions in the Financial System
as atend June’ 2009

Type of Financial Institution Assets Deposits
Rs.bn.| % Share| Rs.bn.| % Share

1. Central Bank of Sri Lanka 819.8 14.6 - -
2. Institutions Regulated by the CBSL 4,179.2 74.4] 2,350.6 95.6
2.1 Deposit Taking Institutions 3,197.5 56.9| 2,350.6 95.6
Licensed Commercial Banks 2,503.1 44.6( 1,849.6 75.2
Licensed Specialized Banks 509.1 9.1 381.2 15.5
Registered Finance Companies 185.3 3.3 119.8 4.9

2.2 Other Financial Institutions 981.7 17.5 } l

Employees' Provident Fund 772.0 13.7 - B}

Primary Dealers 97.8 1.7 - B}

Specialized Leasing companies 111.9 2.0 i} il
3. Institutions not Regulated by the CBSL 617.0 11.0 108.3 4.4
Deposit Taking Institutions 129.8 2.3 108.3 4.4
Rural Banks 124.5 2.2 103.9 4.2
Thrift and Credit Co-operative Societies 5.3 0.1 4.4 0.2
Total Assets 5,616.0 100| 2,458.9 100

Source: Central Bank of Sri Lanka, Annual Report 2009

Even though a large number of licensed commer@ak$ exist in the country, the stability
of the financial system is primarily dependent ba performance and financial strength of

the six largest LCBs which consists of the twdestaanks (Bank of Ceylon and Peoples
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Bank) and the four largest domestic private comiakfganks namely, (Hatton National
Bank Plc., Commercial Bank of Ceylon Plc, SampathlBPIc., and Seylan Bank Plc) These
banks represented 76.6% of the License Commer@ak Bector assets and 64% of the
banking sector assets. (CBSL Annual Report, 2009)

The Licensed Specialized Banks represent only 9861836 of the entire financial system's
assets and banking sector's assets, respectiviedy syistemic importance of this sector is
relatively low in comparison to the licensed comamdrbank sector, both in terms of size
and their impact on the financial system. Unlike tommercial banks, this sector does not

play an intermediary role in the payment cycle. 8LBAnnual Report, 2009)

2.3 Commercial Banking Sector

Out of the 22 Licensed Commercial Banks currenfgrating in Sri Lanka, 11 are local
banks while the rest are branches of foreign barfikepute. At the end of the year 2009,
there were a total of 2,214 branches, 2,788 otbefice outlets and 1,757 automated teller

machines of these banks located throughout thetgof@€BSL Annual Report, 2009)

Local commercial banks could be broadly categoriretb two segments, i.e. state banks
and private banks. The total assets of LCBs stdodsa 2,500 billion, with a growth of
10.8% in 2009 compared to a growth of 7.7% in 200& two state owned commercial
banks recorded a growth of 14.8% in total assetdewthe domestic private banks and
foreign banks recorded a growth of 8.9% and 5.88gpectively, during 2009. (CBSL
Annual Report, 2009)

Collective pre-tax profits of LCBs reached Rs. 2@Gilion for the year ended 2009, while
maintaining a growth of 9.3% as against 18.1% 80 his was a result of the continuous
efforts taken by such banks in managing their c&3perational expenses recorded a growth
of 5.0% during the year as against 17.9% record&08. Staff cost also increased at a low
pace by 9.3% in comparison to 19.5% in 2008. Im#of cost efficiencies, the efficiency
ratio, measured as total operating expenses tbdptating income, has further improved
over the period to 54.9% from 56.1% in end 2008adidition, the cost to income ratio
measured as total costs to total income has alpooiwad to 77.3% from 79.0% in end 2008.
Meanwhile, net interest income from core lendingvéees recorded an increase of 10.0%,
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while net interest margin stood at 4.7%. The cbntion of fee based income also grew by
4.0%. Out of LCBs, domestic private banks were ri@n contributor to the growth in
profits of the sector, which is nearly 50%. (CB&hnual Report, 2009)

2.4 Importance of the Banking Industry to Country’s Economy

Banks play a significant role in the developmenmational economy of Sri Lanka. After

liberalization of the economy in 1977, the bankindustry underwent major changes. The
economic reforms have changed the banking sectopletely. The CBSL permitted new

banks to be started in the private sector. Sri hartkanking industry is dominated by the two
giant state owned banks namely, Bank of Ceylon &ewples Bank. Other private

commercial banks too supported heavily to the econadevelopment of the country. (CBSL

Annual Report, 2009)

At present these banks with the use of Informagind Communication Technology together
with prudent and professional management has ganeasonable position in the banking
industry. The banking system in the country is effe, efficient and disciplined. (CBSL
Annual Report, 2009) It has brought about a rapadvth in various sectors of the economy.

The following aspects related to the commercial kkashows the significance of the

commercial banking sector in the economic develogroga country.

(a) Commercial Banks promote capital formation by atiogpdeposits from individuals
and businesses. Banks use these deposits to lenishaest in productive economic
entities such as Small and Medium size Enterpréses corporate projects, which
directly contribute to the GDP of the country. Hencommercial banks provide

financial resources necessary for the economicldpreent.

(b) The growth of commercial banking industry faciktatrade and provide vast
expansion in trade and industry, through the udeahcial instruments such as bank
drafts, electronic fund transfers, cheques, billexxhange, credit cards and letters of

credit which are used both in domestic and intéonat trade.
25



(c) Act as a collecting agent for many government taexed revenues and contribute

themselves largely by way of corporate and othezddo the state coffers.

(d) Apart from that the LCB’s contribute economic deghent by being primary
dealers for government securities and investinghem hence, lending money to the

government.

Some of the local commercial banks are not confiee8iri Lankan territory alone and have
branches operating on foreign soils. Therefore tbpgrate in extremely dynamic global
markets. They need to understand the global custand use latest information technology
to compete effectively in the open market. Thegfarmation includes changing the business
format from commercial banking to investment bagkand wealth management satisfying
the total financial needs of the target clientdfence, the commercial banks could be

considered as the nerve system of the economidagauent of the country.

LCB’s have 5,014 branches and other outlets througkhe country to provide financial
assistance to individuals and businesses. Therdédvibgua significant demand to open bank
branches in North and East areas in post war inL&@rka. This is also a clear indicator to

show the contribution of LCB’s for the economic dmpment.

2.5 Quantified Contribution of the Industry to the Economy

The LCB’s contribute to the economic developmenway of turnover tax, which amount to
17.6 billion in the year of 2009 (The total pre-fafit of the LCB’s is 27.6 billion in 2009).
The LCB’s support the government by collecting Da@x, Stamp Duty ,Withholding Tax
and Value Added Tax from the banking transacti@BS$L Annual Report, 2009) The table
2.2 illustrates the LCB'’s contribution to the gawerent revenue through various banking
taxes on profit. It's important to notice that thiective tax rate increased over the years to
be 57% by the year 2008.
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Table 2.2: Banking Industry Tax payments

Tax Payment(Rs: Mn) 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
Financial Services VAT 2,999| 4,559| 5,519| 5,273| 10,703| 13,598| 14,193
Income Tax 3,797 5,982 9,995| 14,292| 18,781| 22,668| 20,144
Total Tax Payment 6,796 10,541| 15,505| 19,566| 29,485| 36,266| 34,336
Profit Before Tax 23,526 27,966, 35,477| 42,363| 54,838| 64,022| 59,842
Effective Tax rate 29% 38% 44% 46% 54% 57% 57%

Source: Central Bank Annual Report — 2009(Rs: Mn)

2.6 Use of ICT in the Banking Industry

Technology has opened up new markets, new produetg,services and efficient delivery
channels for the banking industry over the lasydérs. The Automated Teller Machines, e-
commerce and m-Commerce have been introduced ashr@wels to Sri Lankan customers
apart from traditional branch banking. Banks usehnelogy to maintain transaction
processing and provide better service to theimtdighrough electronic delivery channels
while being competitive within the industry. Infoation Technology has also facilitated the
banking industry to deal with challenges from ecuimchanges leading to higher demand
of banking services. Information technology hasnb#ee cornerstone of recent financial
sector reforms aimed at increasing the speed diabitity of financial operations and of

initiatives to strengthen the banking sector. (Bant 2008)

The information technology also has enabled thé&kdan meet expectations of demanding
customers. As a result, the banks have increasingbpme more tech-savvy. Customers
demand instant, anytime and anywhere banking fi@silifrom the banking industry.

Traditionally, IT industry has been providing sabums to banks to take care of their
accounting and back-office requirements. Howeuss has now given way to large scale
usage in services aimed at the customers of thksb&urther, IT deployment has assumed
high levels that it is no longer possible for ban&smanage their IT implementations on a
standalone basis (Vendor Reports). With the reimiuand evolution of IT, banks are

increasingly interconnecting their computer systermasonly across branches in a city but
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also to other geographic locations witflgh-speed network infrastructure, and setting
local area and wide area networks and connectieg tio the Internet. (BOC Annual Repc
2009) As a result, information systems and netwarksnow exposed to growth to meet

requirements.

Source:BCG 1T Fact-base Presented on TCF Beriin by 1emenos Private Lin

Figure 2.1 —IT Cost as percentages of Total Expens and Revenuecross Industry Sectors

The global research shows that the IT invests in banks areomparatively higher tha
that of any other industry sector. Figure 2.1 ferthlustrates the IT cost as a percentag

revenue of banks and IT cost as a percentage @negpg. It clearly shows that the fina

institutions are highly investing on brmation technology compared tiwe other industries.
The rapid changes of technology push banks to densipgrading their systems to meet

current technology platform

The new products and delivery channels are intreddcbe competitive withother banks.
Technology support vendors come up with varioustgwia to support banks to meet -
customer demand and be competitive in the indusise, the regulatorémpose guide line
to be implemented by Banks win a specified time frame, sucls 8asel, Know You
Customer (KYC), Anti Money Laundering (AML) etc. iBhleadsthe banks to search fc

suitablesoftware, which would be costly for the banl
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Figure 2.2 —IT Spending as a percentage of Income across IndugtSectors

Figure 2.2 shows the spending on IT by the BanEagtor. The advancement of informat
technology has forced Sri Lankan baralsoto use latest technology to maintain smc
operation and tgrovide superior service to their customers. Thead been a significal
development in the banking industry of Sri Lank&emms of ICT and related servic

2.7 Core Banking System:

Core Banking is defined as the business conducted byarkibg institution with it
customers. Many banks treat the retail custometlBeascore banking customers, and ha
separate line of business to manage small busmelsagyer businesses are man: via the
Corporate Banking division of the institutic(IBS, Wikipedia)

At present most of thkanks use core banking applications to support tpagrations wher

“CORE” stands for "Centralized Online R-time Exchange". This means basically that

entire banks' branchdmveaccess applications from centralized datacenten-line Real-
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time means that the transactions are reflected ohatedy on the bank's servers and
customer can access their accounts from any obamé's branches through the world.
These applications now have the capability to axklthe needs of corporate custor as
well, providing thema comprehensive banking solution. Normal core bapkinctions will
include deposit accounts, loans, mortgages and @atgn Banks lake these service
available across multiple channels liIIATMs, Internet banking and branche¢. (ISB,
Wikipedia)

As of July 2009

Source: Gartner (July 2009)

Figure 2.3: Magic Quadrant for International Retail Core Banking

According to Gartner (2009), trCBS positioning based on magic quadrant describe
Figure 2.3. The CBS software packages such as tbexd-inacle, Temenos T24 and Fis:
which the Sri Lankan commercial banalsoare using, are leading the market. Figure
below depicts a typical baing system environment, which includes data baser)

application layer and the delivery channels. 'CBS maintain all transactional informatic
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about customers and their accounts while the dgliebannels will connect to the cc
banking applicatiotio perform transactions. There are two types ofsusebanking systerr
namely; internal and external users. All bank staffi be categorized as internal users w
others such as customers and their authorizedsemiaives would be considered asernal

users.

CBS are basically the heart of all systems running ipaak and it forms the Core of t
bank's IT platform.(Infosys, 2009) Amongst othendtionalities, it provides the custorr
information management, central accounting andrdresactio-processing functions, whic
by far are the most fundamental processes in a.bafitk the advancement in technolc
and with passage of time, core systems adays tend to cover more and more functione
giving the bank an integrated solution for n of its operations in different business lin
Besides that, it also provides a central operatidatabase of customers' assets and liabi
giving facility to generate a 360 degree view o ttustomer’s relationship with the ba
which is fundametal for the Customer Relationship Management (CRitategy of the
bank. CBSreside in the bank's data center or in other woastsalso be termed as the he
of the data-centre itselfSatchidananc, 2006)

= - |
| Ve e e = 2 L bW & Y | |

Source: Temenos News Letter 2(

Figure 2.4 —High Level illustration of core banking application
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There are many core banking applications, whichpsttpbanks operations throughout the
world. Some of these applications run with spectfatabase layers while others run on
independent database. Also, there are applicatioats support delivery channels, which
provide interface to connect with third party saite. The core application is the most
important in entire technology used in banks. Tigeireé 2.4 illustrates the typical CBS

architecture.

The implementation of bank’s core banking solutisnvital for the enhancement of the
function and services which the management andethployees could extend to provide
excellent customer service. The core banking smiutill also bring in effective controls,
policies and disciplines in providing a customentde knowledge based culture, which
enhances productivity and competitiveness. (Pedgdeis Annual Report, 2006)

2.8 Core Banking System Changes

Banks invest to increase customer touch points cdrahnels to provide better customer
service and to maintain a single view of the cusignacross all channels. Similarly, the
customers get experience in consistent look andafgess all banking channels. The key to
success of these systems is the ability to incrédsseumber of banking channels without
compromising service levels. Satchidananda (200&judsed key reasons for change of
CBS. Current technology proves to be a barrierusiriess growth and support, scalability
issues to organic growth of the bank, Cost of Mamhg the legacy system rises, without
any perceptible benefit accruing to the bank, lagge ‘Manual Handling of Transactions’

resulting in longer turn-around times, increasihg tegulatory burden and inability of the

system to handle new regulations, severe interfaissues, viability of the vendor supplying

the core system are some of the points relatedrosystem changes in the banks.

The legacy core systems are inflexible to meeteturmarket demand and to be on par with
technological advancements. The banks face diffigal offering new services to customers
using rigid banking systems, which affects bankbilitg to respond to their agile

competitors. Banks require core systems that emptveen to meet an ever-growing list of
customer expectations, substantially improve custoexperience and in turn enhance

customer delight and process high transaction vetuatross multiple channels, online and
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in real-time. Core systems must support a rangeusfomized products, reduce time-to-
market, and offer a 360-degree customer view ewasnthey lower costs and achieve
operational efficiency. Replacing a legacy CBSedainly a challenging task. But taking the
right approach can make the difference betweenesscand failure, between a time-
consuming, costly and disruptive exercise. (Comimkmank of Ceylon Annual Report
2008, Bank of Ceylon Annual Report 2009)

IBS describes the International Banking SystemsS(IB008) sales league based on 2008
sales results. The banks globally change their @Bi$the state of the art systems. The sales
league provides information on number of new sales CBS vendor completed during the
calendar year under review. The leading core bankiftware providers dominating the

tables have provided CBS for Sri Lankan commetugalks as well.

The replacement of an existing system is a chadldong any institution, especially when it
comes to financial institution, with financial tisactions involving high sensitive segments.
There are key challenges when changing CBS by baméls as, established comfort level
with existing technologies and processes, relative@mfortable margins that provid the
luxury of overlooking operational inefficienciexet(Gopal, 2009). The banks have realized
the value of new technology to enhance the busioppsrtunities. The current competitive
environment with increasingly demanding customeesfarcing banks to update technology
environment and ensure that their IT strategy ignadd with their business objectives.
(Weeraratne, 2004)

A core banking solution, once implemented, showddrdbust, scalable, future-proof and
serve the business interest for at least 10 y&asks need to focus on key factors, which
make the core banking transformation a successfokreence. Broadly speaking the key
challenges in core banking transformation are vendapabilities and credentials,
dependence on legacy/vendor applications and ingfavisioned technology architecture,
bank’s business goals and alignment to leveragadtetechnology etc.,(Infosys, 2009)

The framework defined by Esteves & Paster (199@scdbed structured phases and

dimensions in ERP system life cycle, which is agplicable for the banking systems as
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well. The phases are the different stages of an §REm lif-cycle within an organizatio

and dimensions are the different viewpoints, byokitihe phases cld be analyzec

Source:First International workshop in Enterprise Managerhand Resource Plannin
Methods, Tools and Architectu

Figure 25 — The ERP Life-cycle Framework

The dimensional vision of the framework presentsea of related issues. The chal
management includes cultural issues, organizatistnattures, roles and skills, managen

of strategic change and business proce-engineering.

2.9 Benefit of CoreBanking Solutions

The success or failure of any project primarily el&s on the Returnrmolnvestment (IOl),
which is generated from the implemented system. This isfaélséor more often used

determine projectsfailure or success<Satchidanandg2006) assesses the benefit from ¢
banking solutions, which could be divided into timmad areas such as economic ben

and performance or subjective benef
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2.9.1 Economic Benefits

The cost savings from core banking projects aribleiover a period of many years from
implementation. The high investment cost and timenairket new product and services are
the factors to consider. The ROI compounds, as lm@s of business and geographic areas
move on to the new platform. The return of invesitrie slow in the first few years till such
time the real benefits of the system commence augno the bank. The research reports
indicated that large core banking replacement ptsjenter a positive Net Present Value

(NPV) as late as theth5year (Satchidananda, 2006). The expected lowersdcdion

processing costs within the branch and through rotiedivery channels could increase
returns. The reduction in license fees relatedtierosoftware with the implementation of a
new CBS, which reduce the complexity would congtitas savings for the bank almost
immediately. The reduced maintenance costs andbiliéx in customizations make it easy
for the bank to build the systems to suite theiecH#fc requirements in a lesser time.
Efficient usage of hardware resources by the nev® Gignificantly reduces the investment

in hardware as well as its maintenance cost.

2.9.2 Performance Benefits

The banks also implement CBS to meet its businbgstives. The inflexibility more often
tends to create an impediment in building new fiomatlity, eliciting data for newer
regulations like the BASEL I, accessing betteomfiation on customer so as to enable risk
management, cross selling, addition of newer bgsidimes, offering new products in the
existing business lines and so on. New generabo@ £ystems provide flexibility in terms of
being modular in nature and supporting an integnatiayer, which can be used very
effectively to connect on to third party applicaiso (Vendor Reports)

The customer is a key factor for banks; new sohgtitend to give a complete 360 degree
view of the customer transactions. Satchidanan@@g6Rexplore the objective of new core
banking solution to obtain complete perspectivéhef customer relationship with the bank.
This would enable banks many cross selling oppdrasn Some of the core systems use data
mining tools to harvest useful information from tmmer transactions and try to get a
meaningful message out of that. The most transectaone in the newer core banking
solutions are on-line real time not only within tpackage itself, but across all delivery

channels. (Infosys, Temeos, iflex reports, 2009/10)
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The automation of processing the transactions girdstraight-Through-Processing (STP)
has been used so often with new implementationgchmbnable banks to bringing in the
operational efficiencies and reduces the risks. Tésearch reports indicated that the
percentage of global trade failures and crystallim@nsactions resulting from unmatched
trade data is of the order of around 15% of thal tvtades (Satchidananda, 2006). The STP
technology framework seeks to provide these efiiies by providing a seamless data flow
both within the enterprise as well as across theketawithout any manual intervention.
Trends indicated that almost all the major corekban vendors have done considerable
amount of investments in making their products SArabled, at-least for a few key

processes within the bank. (Vendor Reports)

2.10 Software Selection

The right software selection is crucial for Banksich involves high risk decision making,
there are several methodologies to select softwdre.consultancy firms provide a range of
information on this subject based on their exp@een the software industry and experience

in doing this process for their clients. (TGI, 2009

The Goolsby (2008) further described that seleatiba packaged-based solution for a CBS
is a complex process. It is also a strategic daeigiith long-term implications, to ensure that
the system will achieve the vision and objectii®anks must drive the selection process

from a business perspective, rather than fromlanieal perspective.

Dortson (2008) compiled in 2008 CBS survey from t8eyber to December 2007. It was
based, in part, on a survey sent to the 16 majodmes of core banking solutions. The survey
report includes a discussion on solution selectdteria as well as a discussion on a

structured approach for implementation, based shfractices.

CBS is the back bone of banking products and sesviSelection of the right software is a
key function of the whole process of changing CBBe effective software selection based
on defined business needs, which would be theesimgist important factor in the selection
process. Twenty percent (20%) of IT projects failachieve corporate goals due to not
defining proper business needs for the acquisifBamkumar, 2004). Therefore, it's

necessary to define requirements clearly beforesdhexction process. The prioritization, well
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define selection criteria and reference feedbaeksame of the important factors in seleci
process. Twenty three perc (23%) of IT projets do not meet the business requiren.

Hence,proof of concept (POC) is critical before the setetof system to identify the be
fit to all requirements. (Ramkumar, 20

The software selection process should include fonat requirements, tectcal

requirements and vendor credentials. The figureiluStrates a better software selectic
process. The final score should derive from three major areas, which should be
ignored in selectingoest software for the organization. (Ramkumar, 4) The most
important factor in software selection would be thesmar objective of the change. The “E-

fit” software could be identified when organizatioses the framework defined in figure 3

with the support of top management. The top managérronmitmentto ¢ large project is
critical and the effortsvill be rewarded in the long run (TGI, 200!
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Figure 2.6: Software selection Framework
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The IT system selection would commence based ogarels and planning to identify f

need for change, mch includekey indicators or project drivers.rdfect drivers align t
business goals, development of a project plan aunsinbss case. Theequirement
identification and proposal preparation are thetfstep in the selection proc. The best
practices in software selectiwill provide detaileddescriptions on each steps such as
executive support, steering committee, identifykeg business initiative and long term gc
would be the key element in step one. A dedicategep team, which consists of memb
from various usedepartments, would badvantageto identify requirement analysis

prepare groposal. The team members should have cross fumattknowledge and would |
ideal to have from senior levels. This team (e educated on the project plan. ~
requirement definition portion of the selection g@ss is of vital importance to succes:
selection of a package. The requirement analysisldvaonsist of prepation for the
definition of requirements, interview nctional areas to evaluateeeds, prioritize

requirements anceview completed requirements with the team. (TXBD9

Source:Technology Group Internatior

Figure 2.7: Supplier Criteria for Software Selection
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The Requirement for Proposal (RFP) is the commaislyd method in software selection.
This would be the best practice to communicate irements with potential vendors. The
supplier evaluation can be done based on the ir#om provided through interviews or
responses for the RFP. This information would beaathgeous to short list the suitable
suppliers. (TGI, 2009)

The figure 2.7 illustrates six areas which shoulgport the organization objective of the

change in system. The supplier ability to delivexduct services goes well beyond price and
feature options. It is important to review all thesix main categories before selecting the
supplier. While understanding the supplier criteridnich are only a portion of the entire

selection process, it is prudent to review andiuata this alongside the other selection
factors. This list is best utilized as an elemdnthe overall software selection process and
should be used in conjunction with other elementshsas the RFP response, on-site

demonstration, and references. (TGI, 2009)

Organizations face challenges with the existingvgmfe to meet business requirements and
accordingly invest significant capital on softwdacecomplete with competitors. Hence, the
selection of right software is an important faciorthe whole process of implementation.
Factors such as requirement not understood coyydatictionality does not match with the
requirements, ignored change management procedscuting corners on training and

implementation would be some impacts on implemanta{TGI, 2009)

There are six key phases on selection of softwaanly focus on ERP system selection
process such as, project Startup (Kick-Off), defnirequirements/business processes,
identifying a short-list of the best possible smos, vendor demonstrations, selection
summary to identify the best solution, selectioppsrt to assist with project implementation.
The software selection focuses mainly on identdyand ensuring the evaluation of those
attributes to meet the functional and non-functiomequirements of the acquiring
organization. However, the organization would rewvtee decision on its selection strategy.
It should include and evaluate the longer bendbttghe organization from the software
products (TGI, 2009).
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2.11 Contract Negotiation and Legal Aspects

Negotiation is an important element for the sudcgssompletion of vendor selection. A
good negotiation would provide better outcome Far bank. A proper negotiation team is a
critical factor, which includes attorneys and actants. It is also important to get business
managers and critical functional users involvedthis process. Preparation is important
before the negotiation. Identification of key issusite for negotiation, remaining flexible,
avoiding premature position taking and closing tleal with good relationship would be

some of the factors organizations should considéarb the negotiation. (Rockne, 2010)

Legal concerns in contracts are a crucial areaetmissly evaluate before the contract
negotiation. The contract is a written agreemenween the owner and the service provider,
which includes mutual intent, offering and accepg&rconsideration, legality of purpose and
capacity. If any one of above is missing, the attwill be defective or non-enforceable.
All relevant legal conditions in agreements areontgnt factors in software implementation,

which involve considerable money and time. (Eriz]1@)

The banks normally sign two agreements with thee cbanking vendor, i.e. license
agreement and maintenance agreement. In the caselesf implementation an

implementation services agreement may also be digité the vendor.
2.12 Implementation of Core Banking System

Banks face a challenge in implementing the seleCi®8 as per the requirements within the
agreed time frame and budgets. Current vendorghandhistory of implementation of CBS
in Sri Lanka show that the method of implementatdapends on the vendor. The key
challenge in core banking replacement would be ®@enchpabilities and credentials,
dependency on legacy/vendor application, impadhefenvisioned technology architecture
and business goals of the bank etc. The packagedase for CBS is becoming popular,
which includes all basic features of banking atité. This process has changed the
traditional implementation to more focused impletaéon with defined time processes and
time frame. (Gopal, 2009)

40



Figure 2.8shows the processenvolved in implementation of packaged softwBank-in-a-
Box is a comprehensive, new age technology solwdiwh process framework for banki
transformation. When developed on a powerful aechitral foundation, it offers a  ft
functional applicatiorcoupled with a process stack in a re-to-deploy state for the ban
Empowering this concept significantly is the cordatied implementation experience o
vast pool of professionals in the form of the pssc&ramework, further enriched by cr
fertilization from best practices sourced from centeaikds world over. The implementati
methodology would optimize activities such as reguient study, training and applicati
parameterization to singl@dock or parallel processes as the project logienands,
dramatically reducing effort and slashing implena¢gion lead time. The framework shot
be completed with user assistance that enabldsathieés IT team to truly assimilate the f
functionality of the solution and leverage it foaximum advantee. The pr-configured
parameter set would cover all aspects of settinthaganking enterprise that includes, bt
not limited to static data, standard products dsd aclude security and control standal

and accounting rules and the chart of wnts.(Gopal, 2009)
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Source: A Frame work for Business transformation for ksized Retail Bank

Figure 2.8 Framework for Bank-in-box Business Tansformation
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2.12.1 Project Management

Project management is a critical activity in softevanplementation. It is an application of
knowledge, skills, tools and techniques to managgegpt activities to meet the project
requirements. It is accomplished through the appba and integration of the project
management process of initiating, planning, exegutnd controlling, and closing. The
project manager is a person responsible for acdsmpg the project objectives. (Project

Management Body of Knowledge, 2004)

Projects in general involve several people, periognmterrelated activities. Efficient project
management is not something that should be takegrémted. It has to be advocated and
implemented in the same way as other key businesgibns in organizations. A study by
the Center for Business Practices showed that mmgaing project management initiatives
in IT organizations led to improvements in schedeséimating, customer satisfaction and
alignment to strategic business goals. Such org#airs that implement project management
will be at a competitive advantage compared to rsth&he study goes a long way in
validating the considerable gains an IT organizatan make by planning and instituting

formal project management practices.

The most important factors relating to project nggmaent are schedule estimating, customer
satisfaction, alignment to strategic business gaalst/hours estimating, time and budget to
date, and quality. Many companies do not colledricgethat show the value of a project to
the organization. Matured project management teglas should be used in place for the
progress and the status of projects, which is redsured and monitored consequently as the

project failure comes as a surprise at the expedatexlof project completion.

An important part of project management procedunesrganizations is to prepare and
review project status reports. Organizations thatndt require their project managers to
submit status reports show disinterest in theijgmts and will often blame the project
manager when a project is in trouble. On the otlaexd, strict procedures for reporting on the
status of projects are an indication that managéwcemes about the progress of projects and
is willing to help when needed.
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Implementing effective project management enviromimie a crucial factor for successful
completion of a project. The successes in implemgneffective project management
environment depend on senior management commitrardt involvement. The people
competent are a vital factor in the project plagniexecution and monitoring. (William,
2004)

Sirivastava, (2009) reveled that organizations shl@ge amounts of money for ERP system
implementation where projects fail not having toamagement support. From 2003, the top
management had understood the causes for failatetoak several strong measures turning
a poor performing ERP project in to a success.ufthér explained that the top management
appointed an experienced project manager with reduauthority and command at the top
position to carry out the project. The project ngaradevised an effective project
management strategy to control the ERP implememtatavoiding overrun of budget and
ensuring the implementation within schedule. Thejgmt plan defined project activities
committed personnel to those activities, and prechobrganizational support by the

implementation process.

2.12.2 Project Implementation Best Practices

The use of best practices in project implementasdmportant to the success of the project.
Frantz, Southerland and Johnson (2002) defined prestices based on the ERP software
implementation process. It further discussed shiigg and differences in Chief Financial
Officers (CFO) and Chief Information Officer (Cl@grceptions of best practices for ERP
implementations. The study was done with a sampld08 ClO’s and CFQO’s from 170
different institutions. The table 2.3 ranked besicices of ERP implementation based on the
survey results. The management commitment and goéds identified as one of the critical

items for project success. (Frantz, SoutherlandJahetison 2002)
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Table 2.3: ERP Software Implementation Best Practies

Mean
Statement
CFO ClOo

Executive management should endorse the ERP Project 4.85 4.95
ERP software implementation responsibilities shdaddshared between tk
IT department and functional areas where the softwé being 4.70 4.86
implemented.
Executive management should be cognizant aboungteutions ability to
adapt to the organizational changes that occur WEBRR® software is 4.65 4.67
implemented
A project manager should be assigned full timeterimplementation 4.52 4.76
The project team composition should represenualttional areas where the

) . 4.61 4.84
software will be implemented.
The institution should retain ownership of the ierpentation process 4.63 4.53
All employees who will use the software should ree¢hrough training 4.57 4.83

Source: ERP software best practices-2002

The implementation success factors have to be etkfinefore project kick-off. The
involvement of all functional units in the projentplementation is vital for it's success. The
training and prioritizing requirements would be @vantage in completing the project on
time (Lewis, 2003).

Fichman & Moses (1999) explored a new concept foitware implementation after

critically evaluating traditional practices in swefire implementation process. The
incremental process for software implementaticsm ¢é®ncept defined which include stages of
process. The user can see the benefit once eachspravas completed by identifying key

performance indicators for each stage and achidheym successfully for each stage.
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2.13 CSF's for the ERP software implementation

Bhatti (2005) defined 12 Critical Success Fact@SK) in ERP implementations and also

mentioned that past studies done to identify C8FERP implementation.

Project Management:The skills and knowledge involves scheduling andnimooing of
project activities to ensure that the objectivese amchieved through successful

implementation.

Process RedesignThe business process reengineering is an impoftotor in ERP
implementation. This process requires examinatibrbusiness process, which would be

important to achieve benefit of the implementattbERP system.

User Training: The many projects fail due to lack of user trainwgich is important for the

successful ERP implementation.

Technological Infrastructure: The proper technological infrastructure is a maoidat

requirement for the ERP implementation.

Change ManagementChange management is a crucial factor of the imereation; the
resistant to change is most common in any impleatiemnt It is important to identify the

change and its affect to the core system.

Risk Management: Top management support, Communication, Team workerU
involvement, Use of consultants, Clear goals angablves enable mitigation of project
risks.

Somers and Nelson (2001) identified critical susdegtors of ERP implementation as the
top management support, project champion, useritighiand education, use of consultants,
minimal customizations, data analysis and convarsiousiness process reengineering,
defining the architecture, management of expectafioender/customer partnership, use of
vendor's development tools, careful selection ok thppropriate package, project
management, steering committee, dedicated resqQupcefect team competence, change
management, clear goals and objectives, education new business processes,

interdepartmental communication and ongoing vesdpport.
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Table 2.4: ERP Implementations - Critical Successdetors

Critical Success Factor Mean Std. Dev.
Top Management support 4.29 1.16
Project Team competence 4.20 1.07
Interdepartmental cooperation 4.19 1.20
Clear goals and objectives 4.15 1.14
Project management 413 0.96
Interdepartmental communication 4.09 1.33
Management of expectations 4.06 1.37
Project Champion 4.03 1.58
Vendor Support 4.03 1.60
Careful package selection 3.89 1.06
Data analysis and conversion 3.83 1.27
Dedicated resources 3.81 1.25
Use of steering committee 3.79 1.95
User Training on Software 3.79 1.16
Education on new business processes 3.68 1.26
Minimal customization 3.68 1.45
Architecture choices 3.44 1.19
Change Management 3.43 1.34
Partnership with vendor 3.39 1.21
Use of vendors tools 3.15 1.57
Use of consultants 2.60 1.20

Source:European Journal of Information Systems (2002)
The research was based on a random sample of 2BG#Rems implemented, taken across

all business areas, feedback taken from top andlenidanagement. Table 2.4 provides the
mean ranking of CSF’s by degree of importance i BRplementation.
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2.14 Causes for Software Implementation Project Fhires

Lewis (2003) discussed the software project fagumehere there are more risks in large
software projects. The software implementatiore$achallenges such as people, technology,
culture and communication. He further describebtaigasons why software implementation

fails.

Lack of line sponsorship-Most of the IT projects run by CIO or senior me&min IT

department, would have issues in aligning corresburces to the project. Therefore, the
project sponsor has to be taken from businesddinkive the project. This champion should
focus on create alignment, communication, gain cament arrange resources and build

durability.

Identification of success methodsLack of clear vision on what success will lodéeliat the
completion of the implementation, where the maiobpem is, focusing only on technology

and IT point of view.

Competing changes in the organization There are many changes in the organization
during the implementation. The software implemeatatvould not be a part of the initiative

strategy of the organization which will impact ttfeange process.

Training and Development— Poor documentation, not focusing on user trainingt

providing technology assistance for users etc. afi#éct the implementation.

Poor change management and Internal marketing Not identifying the opinion leaders,
will affect the project progress. These opinionded can derail the project phase.
Communications is vitally important in handling ojpin leaders and those who are not

taking the changes positively.

Poor Internal Marketing from the line management Senior management not being
convinced about the benefit from the project ant mdlding support from the staff and

management would affect the project implementagidversely.
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Lack of incentives for employees to change theihbeior — Not encouraging and rewarding
employees to use the software application with mewvation would affect the adaptability

of the software.

Lack of willingness to do lessons learnedNot learning from their own past experiences

and that of others.

Sirivastava (2003) explained ten reasons for ERfResy failures and identified how to make
implementation a success. The evaluation of faifaetors provided the information to
eliminate those, when implementing software systeit®® most common failure factors
which most literature describes are the poor topagament commitment and support, lack
of frequent follow-ups and review from top managameaot encouraging the project team to
complete the implementation successfully etc. Ssgtava (2009) further identified
automating existing redundant or non value addedcgmsed along with unrealistic

expectations as a factor leading to project faslure

Lewis (2003) mentions the importance of prepariaguirements as a crucial factor for the
implementation. Selection of correct vendor, cdrigoject team and identifying the eight
reasons for failure mentioned above will enhaneepitoject success. He puts that as a slogan

“You have to have a dream, but you have to gebbbed”.

Zenith bank (2008) one of the large Nigerian Bards Hailed to complete their CBS
implementation even after two years since impleat@r. The project implementation
started with project scoping, after an extensiaeing that lasted about three months for up
to about sixty users from the bank. The Bank inéehid leverage on new banking system for
its aggressive business strategies across subssliar Nigeria and abroad, and for its core
banking needs. The new core banking implementdias been a very huge and massive
implementation covering all business areas of @ekbRetail channels, corporate banking
and lending, domestic treasury and internatioredidrare covered by the proposed CBS.
When the project is completed it was expected moimwver 200 Branches of the Bank. The
implementation approach would be a bank wide depéyt, which by implication means
that user testing, training and system performaawcée,other change management issues must

be painstakingly and thoroughly executed by thestihe system goes ‘live’. There was a cut
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short after three day ‘live’ run based on sometstiia business imperatives which the Bank

needs to give more urgent priorities. (www.nairdlaom)

2.15 Assessment of Case Studies

There are no published case studies related td.&@rkan banks. However, some of the
research materials provide information on CBS fiansation in Sri Lanka. Amarasinghe,
(2008) identified technology transfer related to SZBvhich conclude the implementation
success. The research describes that some bankghegeproject objectives while many
others don’t. Pilot survey done on the domestierised commercial banks shows instances
where there were more than one CBS being usedmosiicustomers. Vendors only publish
articles related to the success stories of theplementation but are silent on failures for

obvious reasons.

Bank Sohar, as a start up implemented Bank-in-a-Bxution from Infosys Technologies.
The success factors which were identified basetherimplementation describe the proper
approach as ‘recommend’ approach rather than alihegent seeking’ approach. Project
management is a key for success that includesletaroject planning, which describe in
detail the action plan for each activity. Propesihass process reengineering and detail
training have provided an advantage for the implaateon team. The testing and acceptance
was crucial for implementation success, and thea t@as required to perform a complete but
timely testing during System Integration TestingiTjSand User Acceptance Testing (UAT).
The senior management commitment contributed tcstiveess of the implementation. The
more important factor was the adaptation of pacttagdtware by the bank, which was built
incorporating best practices of the banking indystith minimum customization. (Infosys,
2009)

2.16 The new Approach

The previous researches and article related tavaoétselection and implementation projects
were used to identify success factors for the CBffepts in Sri Lankan commercial banking
context. The predecessors and arguments discusstiilsichapter are used as a guide to

identify such scenarios to be discussed in detathapter 3 sections 3.2
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2.17 Summary

Core banking projects are complex, time consumimg i@ a resource intensive activity.

There had been numerous studies done on ERP impiatioe where limited study on CBS

implementation. Also, the vendors and consultingn$i published information on core

banking selection and implementation related tartkeftware package. These research
findings, vendor reports and case studies and fr@stices pertaining software selection,
implementation and project management were disdussehis chapter as a basis for the

research.
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Chapter 3
Research Methodology

3.1 Introduction

This chapter describes the conceptual frameworkthadresearch methodology, which is
fundamental to this research work. The researcihodelogy was based on literature review
on the subject matter and on the outcome of thet @ilirvey, which were focused on

collecting and analysing both qualitative and gilative data,.

3.2 Conceptual framework

As detailed in the literature review, a considezafplantum of research has been done by
many researchers to identify critical success factm implementation of application
software in general (Somers & Nelson, 2001, Whité=&tune, 2001). Apart from those,
case studies specifically related to implementatidncore banking applications reveal
volumes of information related factors, which cowdtermine the success or failure of

selection and implementation of software solutigAsparasinghe, 2008).

Research and case studies have identified largb&wuaof success factors related to selection
and implementation of software solutions (Yeo, 20@&bme of these success factors may be
specific to the individual projects and many oth@ese common to majority of the projects
(Fui-Hoonet al, 2001, Holland & Light, 1999). The Consultancyri®; Vendors and Project
Managers infer success or failure of a softwargeptdased on their own experiences. This
experience came through involvement in such prejéRamkumar, 2004). The independent
researchers may view success factors differenggdban past experiences.

There are considerable amount of research donentergtise Resource Planning (ERP)
software implementation (Holland & Light, 1999, Fdoon et all, 2001, Bhatti, 2005,

Akkermans & Helden, 2002). However, there is liditesearch or literature available on
CBS implementations, out of which majority of ae& have been published by the CBS

vendors.
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Critical success factors related to software sieand implementations, which have been
identified in various researches, have been talkea base for this study. There are many
researches, which have ranked critical succes®rfadiased on survey results. Success
factors described in software vendor case studmelsraports of CBS implementation by
consultancy firms too have been taken it to comaitten in forming the conceptual
framework of the research. These success factaes é@abled the researcher to identify a
comprehensive set of critical factors and groupnthender two separate activities namely
selection of CBS and implementation of selected CBS

= Q — b — C > d > -
( [ Organizational Objective ]_
[ Evaluation Process ]—
3 \ (  Success \ Selection
Ce_?erllc Factors in Process (SP) [ Past Leanings ]—
SL'C'EZSS relation to
Factors in CBS 1 +=
- Selection O
Relation to d Top Management Support | _| G
Software Sl LL
. Implement
Selection — Eeon in —p —> O
Bl Sri [ Effective Communication ]_ %
Implgment Enkan Q
ation c ' o
ommercl External Consultants — 3
al Banks v 0P
— Implementation [ Project Management ]_
Process (IP)
[ Vendor Commitment ]—
[ Monitoring ]_
Situational Limitations of Coding
Analysis of CSF in relation Schema of Perceptions
SW Projects to CBS CSF (SP + IP) of SP + IP

Figure 3.1: The Conceptual Framework

Figure 3.1 above shows the graphical illustratidntbee research model, on which the
research was carried out. Stage 1 indicates ideatidn of Generic Critical Success Factors

related to selection and implementation of Softwsokitions, which was done through the
52



literature survey. In stage 2, the generic CSFemiified in stage 1 shall be used to analyze
whether such are the factors that are useful in@menting CBS in Sri Lankan Commercial
Banks. In addition data from interviews also wafdugo identify whether here were
additional factors that would be relevant for thBSCproject in commercial banks in Sri
Lanka. Identified success factors were separatedrelation to the selection and
implementation processes as indicated in staged3sanh factors are grouped under key
perceptions/different attributes as shown in stdgeResearch variables under different
perceptions/attributes were then converted to reBeguestions in order to gather the data
required to identify CFS related to CBS selectiord amplementation processes in Sri

Lankan Commercial Banks. Each of the stages amitled in detail below

a) Generic Critical Success Factors related to SoftwarSelection and Implementation.

Any typical project related to acquiring a softwassstem involves two phases namely;
software selection and implementation of the setkctoftware. Selection of an
appropriate software matching the organizationalg@and aspirations are an important
aspect of the selection process, as failure inghase alone could affect the success of
the project. Evaluating the software to suit thgaoizational requirement is another key
aspect in the selection phase. Learning from tipe@ences of the organization itself as
well as from the experiences of other similar orgaimons would be helpful during this
phase. Once the selection of suitable softwareoispteted, the implementation could
begin. The implementation strategy is largely delee on the Software selected and the
capabilities of the vendor. Many factors could eiffhe success of the implementation
phase including the project manager and the waghkemanaged the project, stake
holder expectations, commitment of the vendor dedsupport of the top management
etc. Previous Research, Project Management BodKfwledge (PMBOK), Case
Studies and Vendor Reports provides a sound basdentifying best practices, which
leads to the success of these types of projectough the literature survey, success

factors related to selection and implementing dfisgare solutions were identified.

53



Table: 3.1 Success Factors Identified through Liteature Review

Identified Success Factors Source

Top Management Guidance and Suppg Frantz, 2002, Bhati, 2005, Akkermans & Helden,
2002

Clear Organizational Goals Somers & Nelson, 2001, Bhatti, 2005,
Akkermans & Helden, 2002

Proper Requirements Ramkumar, 2004

Use of External Experience Consultanty Bhatti, 2005, Somers & Nelson, 2001

Business Process Reengineering (BPR| Bhatti, 2005, Somers & Nelson, 2001

Cross Functional Input Akkermans & Helden, 2002

Steering Committee Somers & Nelson, 2001, Akkermans & Helden,
2002

Success Stories & Case Studies Ramkumar, 2004

Experienced, Full Time Project Manage| Akkermans & Helden, 2002

Experienced and Knowledgeable Projeq Bhatti, 2005, Akkermans & Helden, 2002
Team

Vendor Support and Commitment Somers & Nelson, 2001, Akkermans & Helden,
2002

Adaptation of Solutions and Minimum | Amarasinghe, 2008, Akkermans & Helden, 200
Customization

End-user Training Bhatti, 2005
Frequent Communication with Robert, 1999, Bhatti, 2005
Stakeholders

Source: Literature Survey Results

b) Success Factors in relation to CBS Selection and plementation in Commercial
Banks in Sri Lanka
Identified generic success factors related to sofvwselection and implementation were
validated for their relevance through a seriesootif group interviews with the members
of the senior management team and heads of ITeobtmestic Commercial banks. This
was done with a view to identifying success factor€BS Selection and Implementation

in the context of the Sri Lankan commercial bankimgustry. Through this process, it
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was possible to identify additional success factarkich were not identified in the
literature survey. These additional success facoesmore relevant for CBS projects in

the context of domestic commercial banking industry

Under the typical circumstances IT department dfaak plays a role of a facilitator

during the process of decision making pertainingdlection of a suitable CBS and also
in managing the implementation. It was revealednduthe pilot survey that in the case
of most of the projects, IT department was involiefloth selection and implementation
process. The Heads of IT of the Banks were intemsteto validate the success factors

identified during literature review.

Table: 3.2 Success Factors Identified through thedeus Group Interviews

Success Factors

1. Cooperation of Senior Management & Binding of BaesmUsers

2. Positive Thinking and Open mindedness of the Ptdjeam

3. Proof of Concept (POC) by the Vendor

4. Response of the Vendor to the RFP of the Bank

5. Monitoring CBS project progress by the Board ofddtors

6. Prioritization of Business Functionalities durimgdlementation phase.

Source: Focus Group and Interview

Tables 3.1 and 3.2 show a summary of critical ssedactors identified through the
literature review and focus group interviews. Sahthe success factors may be specific
for ERP projects, which may not be success fadtora CBS project. However, majority
of software selection and implementation succest®ifa related to ERP projects appear
to be valid in CBS project context. The successofacdescribed in Tables 3.1 & 3.2
were used in preparation of the survey questioantor separately identify the CBS

selection and implementation success factors.
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c) Coding Schema of CSF

Any typical CBS project consists of selection antplementation phases where both

have to be successful for the success of the grdeccess factors identified under the

above process were separated into these two stageely selection phase and

implementation phase. Based on the interviews \otus group, factors related to

selection and implementation processes were ideahtif

d) Key Perceptions and Aspect of the At

tributes

Factors identified in the above two processes wategorized under the Key Perceptions

and Aspect of the Attributes as descri

bed in T&8Webelow.

Table: 3.3 Key Perceptions Related Success factors

Key Perceptions

Success Factors

Organizational Objectives — (Rationale

Banks need to have a clear focus rela
to the investment in CBS by identifyin
the desired goals, objectives, outcon

and benefits of the project ar

Clearly establishing goals, objective

tQytcomes, and benefits desired of the pro
before evaluation and selection of the C

g
hdrackage -Organizational Expectations

S,
ject
BS

establishing an evaluation criterion
measure the success of the project ba
on achievement of the identified goa

objectives, outcomes and benefits.

nd
Willingness to critically evaluate curre

ased . .
v%erever necessary during the CBS Proje

I :
sProcess Innovation

Nt

to . .
%usmess processes and re-engineer them

Ct —

Evaluation Process {Appraisal)

Appraisal of the proposed CBS soluti

Obtaining inputs from concerned cros

functional users.E£nd-User Participation
ns

5S-

during the implementation phase and V
assist the banks to be transparent anc

precise in selecting the most suitable ClI

Documenting the functional requirements

based on the functional requirements .
. ) o Refining the Requirements
matching with the Organizational : _
_ o Evaluation of RFP - Evaluating the
Expectations reduces complications
Responses

i

j ‘t‘)Proof of Concept” (POC) prior to the fin
e

3cslecision to select, is madeProof of Concept
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Key Perceptions

Success Factors

Learning through  Experience —|Use lessons learnt through own past
(Insight) experiences in similar projects during the
selection and implementation of CBS, |-
Using the learning from own experienges
Lessons Learnt
and that of the other organizations [in
. - : . Look for Success Stories / Case Studies related
relation to similar projects will help the
N t roposed CBS solutions and
banks to minimize obstacles anc? prop
o . . .| implementations by the vendors short-listed |for
complications during the implementatipn
. election. Sharing Experiences
phase. Success stories and case stldies g=xp
related to other similar organizations will
provide valuable insight on the
implementation capabilities of CBS
Vendors under consideration apd
functional capabilities of the proposed
systems.
Top Management Suppor — Top Management guidance during the
(Leadership) selection and Implementation phase of fthe
Contrary to the popular belief that CB€BS —Setting Direction
rojects are IT projects, they are in-fagt . .
Pro) Prol y Top Management support during the selection
business projects. Hence they shall | be . :
prol y and Implementation Phase —Project

sponsored by the business, instead of
Leadership provided by top managem
plays a vital role in all aspects of proje

guidance, support, and commitment wh

IT.
gponsorship

t
Commitment and Binding of the Busine

2Ct . . :
Heads for the ProjecBusiness Commitment
ch

SS

would be vital for the success of any CBS

project.

Effective Communication — Effective  Communication with  Proje
(Transparency) Stakeholders Fransparency

Effective communication between

different stake-holders is important for t

success of the project.

he
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Key Perceptions

Success Factors

Use of External Consultants- (External
Expertise)

Expertise of external consultants, who
experienced with CBS projects in gene

who have seen the best practices in sim

CBS solutions are vital for such projects.

Use of Experienced External Consultants

External Expertise
are

ral,

ilar

Project Management —<Proficient
Execution)

Project management is an important g

Prioritizing delivery of business requiremet

based on project timingRrioritizing Delivery

of any software implementation. Due
the size, resource involvement, durat
and business criticality of CBS projec

they should be managed by professiq

art
tzdopting the proposed system with minimt
OBustomization to prevent scope cree

ISMinimum Customizations
nal

and experienced project managers. Prg
Managers need to be result oriented
driven by project objectives. They have

be extremely professional in their cond

and independent in their decisions relatéfjiocation of experienced and knowledgea

to the project. They need to get requi
resources for the project from the bar
standpoint and the commitment of ¢t
vendor from the other side.

|98fofessional, experienced and full time Proj
AMflanager to manage the CBS Project

IProfessional Project Management
lct

nts

im

p—

ect

'eflroject Team for the Implementation proces

KSom petent Project Team
he

ble

S —

Allocation of Cross Functional, dedicat
Project Team for the Implementation proces

Dedicated Resources

[9%

S —

Project team need be optimistic and be o
minded in finding solution for issues durit

implementation -Creative Problem Solving

pen
g
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Key Perceptions

Success Factors

Vendor Commitment — (Delivery of
Promisg

Vendor need to be supportive a

committed during the implementatiq

implementation phase of CBSendor

NEommitment
N

Vendor Support and Commitment during the

phase in order to complete the project i
timely manner. Delivering the agre¢

criteria to win the contract is th
responsibility of the vendor. Allocatin
capable technical resources in adequ
numbers and delivering the agre
functionality on schedule are the prima
indicators of the commitment of th
Without th

the vendor durin

vendor to the project.

commitment of

implementation phase, the project co

run in to complications resulting i

A

(e

strained relationships, time overruns

project failures, in extreme cases.

Proper End User Training directly by t
2d/endor or by the bank with the support of {

€vendor Knowledge Transfer
g
jate

ed
\ry
e

e

g
uld
n
\nd

he

Monitoring — (Scrutiny)

Monitoring the progress da
implementation by and frequent guidan
of the Top Management and the Board
Directors will facilitate smooth executig
of the project while motivating both th
bank staff and the vendor to complete

project as planned.

Guidance from IT and/or Project Steeri
fCommittees for the CBS Projeet Guidance
&f Top Management

of

Joard of Directors Supervision by the Boarc

the

fMonitoring the progress of the project by the
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3.3 Research Design

The structure of the research is shown in Figude [8itially a pilot survey was conducted to

establish the requirement for a research in thgestbrea.

[ Literature Surve ] [ Focus Group Discussi ]
CSF’s of Software Selection Specific Success Factors
and Implementation (Table related to CBS projects
3.1 (Table 3.2

' !
[ Summary of CSF's for CBS] Coding
1 Schem

v v

[Selection Process 1 [ Implementation Process}

\ 4

Validate CSF's for CBS
projects in local commercia
bank:

\ 4

Analysis of Data based on
CBS Experience
Responden

v

[ Propose framework }

Figure 3.2 - Research Design
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The inductive research approach was used for #8sarch. The software selection and
implementation critical success factors were idieatifrom the literature survey. Identified

CSF’s were discussed with senior members in IT deants of the local commercial banks
to identify there relevance for the CBS projectartlirer additional success factors were

identified from the focus group discussions.

The summary of CSF's was grouped under selectiahimplementation. The survey was
conducted to validate the success factors in CB$@s in local commercial banks in Sri
Lanka. Based on the analysis and discussions, 8EsCrelated to CBS projects in Sri
Lankan commercial banks were identified. Finalgniework was designed to facilitate CBS

projects in local commercial banks in Sri Lanka.

3.4 Research Variables

The identified success factors were grouped basedactors related to CBS selection
process and CBS implementation process. The plods&STS (Commercial Off-The-Shelf)
software selection and focus group discussion veen@loyed to group the elements for
software selection process. The ERP software imgieation best practices and focus group
decisions were employed to group the success tacwated to implementation process.
Factors, which were common to both the above, \yesaped as common factors related to
CBS selection and implementation processes.

As depicted in the conceptual framework, twentye¢hraspects, which could have a
significant influence or impact on the success aiufe of any CBS selection and
implementation project, were identified as researahables. These variables were built

into the survey questionnaire in the manner showable 3.5 below.
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Table 3.4: Research Variables

Process

Success Factors of the perceptions of CBS
Selection and Implementation

Related

guestion in the

Survey
Questionnaire

Organizational Expectations Question 7
Process Improvement Question 16
End User Participation Question 12
Refining the Requirement Question 8
Evaluating the Response Question 9
CBS Selection
Process Proof of Concept Question 10
Sharing Experience Question 11
Lessons Learnt Question 25
Setting Direction Question 13
< Project Sponsorship Question 14
E Business Commitment Question 28
8 Transparency Question 22
External Expertise Question 26
Prioritizing Deliveries Question 15
Minimum Customization Question 18
Professional Project Management Question 19
I(::\Bpslementation Competent Project team Question 20
Process Dedicated Resources Question 21
Creative Problem Solving Question 29
Vendor Commitment Question 23
Knowledge Transfer Question 24
Guidance of Top Management Question 17
Supervision by the Board Question 27

Source: Author Compilation
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3.5 Formulation of Questionnaire

Questionnaire is proven to be a suitable tool ttecbdata for survey based research as it
allows the collection of large amount of data witta short period of time (Powel &
Connaway, 2004). Hence, a survey questionnaireus@d as the primary tool for collection
of data for the purpose of this research. The rekea used two questionnaires to collect
data from two separate categories of responderdsssibed in the conceptual frame work.
The questionnaire for the interview process wasl tsevalidate the success factors found in
related literature and to collect additional susckstors, if any, other than success factors
found in literature for the purpose of frameworkelepment. During the interview process,
open ended questions were used to obtain moremiatoyn related to the subject, which
would enable researcher to produce qualitativeyaiglAlso certain questions were posed to
interviewees in order to cross validate responseshe previous questions to make the

analysis more reliable.

The second questionnaire was used to collect datthé “research proper” from the target
population. The preliminary part of the questiaormawas designed to capture the
demographic attributes of the respondents whichldvtwe useful in analyzing data. This
section captured the demographic data such as @bgary of respondent, industry
experience, specific experience in CBS implemeniagixperience etc. Criteria of measuring
the project success, influence of individuals oougs of individuals on selection and
implementation processes and the degree of infeiamd criticality of different factors on

the success of the project etc. were included e ghestionnaire to evaluate the project
objective and dependent factors. The success faittentified in Table 3.3 were used in the

guestionnaire to obtain feedback from the targetpda population.

The survey data using the Likert scale may seem teaanalyze. (Shane, 2010). Therefore,
the Likert scale, which is commonly used in thisdkiof survey based researches, was
employed to quantify the response, which in facyuslitative. It was used to measure
respondents’ feedback, where they were expectieditate the degree of their agreement or
disagreement on a given statement, where the typue point Likert scale is "strongly

agree”, “agree”, “neither agree nor disagree (ra)ifr“disagree”, and “strongly disagree."
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Table 3.4 illustrates the interpretations and tleéghts allocated for each of the point on the

Likert scale used for the survey questionnaire.

Table 3.5: Likert Scale used in Survey Questionnag

(5) (4) 3) (2) (1)

Extremely Important for the Somewhat Least Important for Not at all
Important for the Success of Important for the Success of Important for

Success of Project/Process| the Success off Project/Process Success of
Project/Process Project/Process Project/Process

The questionnaire was primarily aimed at collectilaga from respondents who were having
experience in CBS implementations. As much suctaders as possible were included in
the questionnaire to minimize the uncertainty. WMws expected to enable the participants to
answer all questions with their experiences of GBPlementations in which they have
participated. In certain questions, free space wal&xated enabling the respondents to
indicate any other factors or related informatiovhich in their opinion deemed to be

important for the research.

3.6 Quality Standards

Many steps were taken in order to maintain qualtndards of the research. Primarily, the
research questions were simplified and made stréigtvard and easily understandable as
much as possible to avoid any ambiguity in the nahthe respondent related to the subject
matter, on which his opinion is sought. By doing gowas expected that the respondent
would be clear of the research matter and on aderasense would appreciate the purpose of

the research, so that he/she will be truthful amuelst in responding to the questionnaire.

Given the sensitivity of the information collectédring the pilot survey, the researcher
avoided using a voice recorder in order to makeirthkerviewees comfortable in divulging
and sharing information on a more personal note Esearcher had made every effort to
capture data and information, which was deemed itapbfor the research. Cross validation
guestions and pattern matching were used in the @epen ended questions to ensure the

reliability of the data gathered. The interview tiegs were arranged at times comfortable to

64



the interviewees with a brief prior introductionttee purpose of the meetings followed by e-
mailing of the survey questionnaire. This was demeenable the interviewees to have
adequate time to recall information related to @ctg and to have a constructive discussion
on the subject enabling interviewee to expresshéisideas clearly. Interviewee was
informed about the purpose of the study and thega® prior to the “interview proper”.
Notes were taken by the researcher during thevietes and the answers were verified for

correctness of the understanding and to reduceteipretations.

The survey questionnaire was distributed in locainmercial banks through contacts
requesting them to distribute the questionnaire rgnstaff members involved in CBS

projects in the capacity of project team membersjept managers and among senior
managers who are usually involved in decision ngkelated to CBS and/or have sat on
project steering CBS committees etc. The researsimied the banks to collect the

completed questionnaires and in certain instaneesopally met senior managers of the
banks to obtain their feedback for the questiomndir the case of CBS vendors, telephone
interviews with the representatives of the paratipg vendors were conducted to cross
validate the information gathered through the syras a mechanism of enhancing the

validity of the research data.

3.7 The Pilot Survey

Pilot survey was done in order to understand tisgcbhiaformation related to the research and
ascertain the requirement for and the feasibilitytre proposed research related to the
subject matter. Another objective was to identtig target population for the research, in
order to make it feasible. For the purpose of tlilet psurvey, Heads of Information
Technology of the local commercial banks were t@geo obtain the required information
related to CBS implementation experience for thepgration of the study. This basic
information was used to determine the validity bé tproposed research and was used
subsequently during the preparation of the fingeagch questionnaire. The format of the
pilot survey questionnaire is attachedAamexure |.

During the pilot survey, it was revealed that CB$lementations involve substantial level
of investments and resources, where risks werentélgethe respective banks in varying
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degrees. Under usual circumstances, the IT departmiethe banks initiates the CBS

projects on the requirement and at the requesteobbtisiness. A typical CBS project involves
both selection of a suitable CBS and implementatibthe selected CBS, which could be
considered as distinct phases of the project. Bjlyithe Business users together with the IT
department staff of the banks evaluate the systentheé functional requirements, based on
which the vendors would be short-listed. The sen@nagement of the banks would get
involved in the process of negotiating with shastdd vendors and make their final

recommendation to the board of directors. The @lovey information indicated that at the
time of implementation of CBS, the project teamsagally consist of members from IT

department of the bank, business users and thaitethrepresentatives and possibly a
project manager from the vendor. It was noted tmany banks have used external
consultants for the selection process but impleatemt was done solely by the vendor with
the assistance of the bank staff. There was evadaicfew instances, where external

consultants were used for implementations as well.

3.8 Population

There were 11 licensed local commercial banks diperén Sri Lanka as at the end of year
2009 (CBSL Annual Report, 2009). The study was $ecuon local commercial banks,
which have implemented off-the shelf Core BankirajuSons. The pilot survey indicated
that 10 out of 11 local commercial banks were uSiE&$ supplied by foreign vendors while
one bank was using a home-grown, in-house devel@®8, where there is no selection
process involved and implementation of which haghisicant differences compared to
implementation of an off-the-shelf CBS package. ¢¢ethis research focused on the 10
Local Commercial Banks, which were using CBS swggpby foreign vendors. The entire
and the ideal population for the purpose of theaesh were the staff member of the above
10 banks, who had actively and on full time bagerbinvolved in one or more CBS projects
in the capacity of project team member, project ag@n, project director or as a members of
the senior management who were sitting on IT ojdetdSteering Committees during CBS
project involving in decision making related to thject or guiding the project. Table 1.4
illustrates the local commercial banks and the @B&oeration in those banks at the time of

conducting the pilot survey.
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As per the pilot survey data, the senior managetsthe project team members are the
individuals involved in CBS selection and implenain process from the perspective of
the banks. The target population is described bl€l'a.5, where senior managers and project
team members, including project managers were teeleas target population. It is

practically impossible to identify above categoffyirdividuals and distribute the research

guestionnaire among them. The senior managers ideentified based on the 2009 annual
reports of the participating local commercial barksl the total of the project members
involved in the project was determined based orptlme survey data collected related to the

latest CBS projects of each bank.

Table 3.6: Target Population

Domestic Licensed Commercial Number of Senior Number of Project Team
Bank Managers Members Involved during Latest
CBS Implementation
Bank of Ceylon 49 48
Commercial Bank of Ceylon PLC 41 41
DFCC Vardhana Bank PLC 17 30
Hatton National Bank 35 45
NDB Bank PLC 14 35
PABC Bank PLC 18 30
Peoples Bank 26 35
Seylan Bank PLC 43 40
Sampath Bank PLC 20 30
Nations Trust bank PLC 38 25
Total 301 359

Source: Annual reports of the respective Banks & PilotveyrData

During the pilot survey it was revealed that outled senior management team, only few of

the senior managers got actively involved durin@BS selection and/or implementation
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processes However, it was practically difficult to sincout members who Id infact
participated in the CBS project. Hence, the to&ior management was included for i
population. The CBS project team consists of agatoflirector and/or project manager
team members who get involved in the project ohtfole basis. The pilot survey reveal
that a typical CBS project team ccsts of staff members drawn both from the businesk
the IT department of the Ban

3.9 Sample Selection

Sampling is one of the most crucial steps in amyesu researc. (Krosnick, 199S The
primary objective of the sampling is to select edamts that represeithe total population
accurately. It is important to select a represergatample, which provides more value
the survey based research. Therefore W Morgan samsgectiontheory (Krejcie and
Morgan, 1970was employed to select sample size from the papulafhe table used
determine the sample size for each bank is attaabAppendix |

Local Commercial Banks

Bank Staff
Involved in
CBS Projects

Figure 3.3: Ideal Sample

The study sample was selected from the target ptpt, which isdescribed in Table 3.
under the target population section. The table shéws the selected sample from e
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segment out of the target population. The selecaaple was expected to cover all
functional areas, involving those who have partitéo in CBS selection and implementation
processes representing members from the IT depatrtasewell as their counterparts from
main stream banking. Figure 3.3 illustrates the position of the project team and other
members who were involved in CBS projects. It wiffscdlt to identify members who were
involved in CBS projects directly; hence the semi@nagement and project members were

targeted to distribute the questionnaire.

Table: 3.7 Compositions of the Sample Population

Domestic Licensed Commercial Number of Senior Number of Project Team
Bank Managers Members Involved during
Latest CBS Implementation
Bank of Ceylon 43 43
Commercial Bank of Ceylon PLC 36 35
DFCC Vardhana Bank PLC 15 28
Hatton National Bank PLC 32 40
National Development Bank PLC 13 32
PABC Bank PLC 17 28
Peoples Bank 24 32
Seylan Bank PLC 38 36
Sampath Bank PLC 19 28
Nations Trust bank PLC 35 24
Total 272 326

Source: Pilot Survey Data
As per the above Table 3.6, the sample populatomsisted of a total 598 representatives,

out of whom 272 were senior managers and 326 w&8 @roject team members and

targeted for the distribution of the survey questaire.
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Representatives from each vendor were also intgedeto obtain feedback for the
guestionnaire. The purpose of this process wadewatify differences, if any, of the thinking
pattern of project teams of banks and the vendduecessful completion of any project
would depend on the performance of both partieeiduhe implementation process.

3.10 Data Collection

A total of 605 hard and soft copies of the questare were distributed among the 10 local
commercial banks, and seven CBS vendors who hapkeinented systems in those banks.
Majority of them were distributed through known taxts within these banks while some
were officially sent to the respondents. Awareness given to these contacts on the
expected target population and on the manner irclwhine questionnaires were to be
distributed. They were specifically requested tstrdbute the questionnaire among the team
members who have participated in the latest CB$epr@f each bank. The questionnaire
was directly emailed to some of the project teammivers personally known to the
researcher. On receipt of the completed questioesiasome of these respondents were
contacted to clarify certain feedbacks, where thta ghrovided was incompatible. Some of
the selected respondents were interviewed in otoevbtain clarifications as well as to
enhance the material gathering in developing tleesaen making framework. Further, field
observations were carried out with regard to thelaion and verification of facts gathered

through the questionnaires and during the followntgrviews.

Obtaining responses from senior managers were hifl tgsk due to their busy schedules.
Rigorous follow-up was done to collect the completgiestionnaire from respondents in a

timely manner.

On-site technical representatives of seven CBS amsnavho have implemented CBS
solutions in local commercial banks too were apgined to obtain a feedback for the same
guestionnaire with the intention of ascertaining@ tvendor’'s perspective of the success
factors as they are the counterparties of the banksCBS implementations. The
guestionnaire was directly emailed to the vendpragentatives and rigorous follow-up was

done to obtain the completed questionnaire.
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3.11 Data Analysis

The data collected from the questionnaires wereredtinto Excel worksheets, SPSS version
15 and descriptive analysis was used to analyzddtee The charts and graphs were used for
better and clear representation of the resultsnaflyais of variables which in shown in
chapter 4. Different types of charts and tablesewesed to identify the underlying patterns.
Standard deviation and lower boundary98€6 confident level was used to analyze the
distribution of data in order to identify criticaliccess factors. The data analysis was carried
out using both quantitative as well as qualitatmethods. During the analysis process, a
descriptive statistical analysis was carried ootlofved by a more in-depth discussion

related to the data presented.

The relationship between the socio-demographidates of the sample population with the
identified critical success factors were analyzsithgi One-Way ANOVA method, to identify
significance of differences related to responsesrandifferent groups based on their socio-

demographic attributes. Scenarios, having sigmticiferences were discussed.

Table 3.8: Weights Assigned for the Responses.

Range | Interpretation of the Likert Scale AV:SIS: é d Consideration
) 4 Any factor
Extremely Important for the Success of ProjeczEss carrying value
of 3 or above
4) Important for the Success of Project/Process 3 as the lower
boundary of
3) _ 2 confidence
Somewhat Important for the Success of Projectda®c interval at
90%
@ | Least Important for the Success of Project/Process 1 confidence
level would be
identified as a
(1) , 0 critical
Not at all Important for Success of Project/Process Success factof

As described in Table 3.8, weights would be assigoethe Likert scale for the purpose of
data analysis. Therefore, success factors carigingverage of three or above as the lower
boundary of confidence interval at 90% confidenarval only would be considered as
critical success, which would be used in developivegframework.
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The range 1 (weight 0) of the Likert scale was usethe default response for the purpose of
analysis in instances, where the respondents hamed fto mark their responses to a
particular question. In case any respondent ingigatnone” as the answer to Question
number three of the questionnaire (respondentlanahg any CBS project experience), such
guestionnaires would be removed from the final ysial of identifying critical success

factors.

In instances where, respondents say they are awabdS project failures in Sri Lankan
local commercial banks under question number flout fails to indicate the number of such

failures the default will be taken as one for thenber of failures.

3.12 Summary

In this chapter, the research approach, concefftaalework, population, sampling, data
collection methods and data analysis techniques wikscussed. The two hundred and
seventy two (272) senior managers and three hundwezhty seven (327) project team
members and seven (7) vender representatives vedzetex] as the target population to
validate the success factors identified in thediiere and during the interview process. W.
Morgan sampling techniques was used to determimeplsasize from the population.

Questionnaire and interviews were the basic datleatmn methods for the study while

descriptive analysis and One-Way ANOVA were usedralyze data with a discussion

using graphs and charts
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Chapter 4
Data Analysis

4.1 Introduction

In this chapter, data collected through the questge is analyzed and inferences were
made in relation to the respondents and their resgg Responses were analyzed based on
success factors independently and combining wittiostemographic attributes of the
population. Results of the descriptive statistingd anpact factors of the respondents were
presented in this chapter. The result of the ifieation of Critical Success Factors (CSF) in
selection and implementation of Core Banking Systewere described as the main
component of the data analysis. The feedback walyzed from both the banks as well as

vendor perspective.

4.2 Composition of the Study Sample

The study sample comprises staff members of Si &an€ommercial Banks, having

participated in at least one CBS project, on fuie basis as Project Managers or Team
Members or Senior Manager who have served in IPmject Steering Committees as a
committee chairperson or committee member durin€BS project. Feedbacks were
analyzed based on the socio-demographic attrilnitdse study sample to identify existence

of significant variances of responses between grdiawing different attributes.

4.2.1 Analysis of Sample Distribution

Five hundred and ninety eight (598) questionnaiwese distributed among the staff of ten
local commercial banks targeting randomly selecgtdff members, who were CBS
Implementation Project Team members, CBS ImplentientaProject Managers and the
Senior Managers. Seven (7) questionnaires wergldisgd among the representatives of the
different Core Banking Solution Providers (Vendpnrsho were in Sri Lanka at different

sites for the purpose of implementation or for pogilementation support, through emails.
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Out of the 605 questionnaires, only 327 were cotedleand returned by the sample
population. Thus, the response rate is slightlyvabb4%, which was satisfactory and
sufficient to draw inferences on the target popotatind their responses. Table 4.1 depicts

an analysis of the responses according to categjopspondents.

Table 4.1: Response Rate of Different Member Categp

Population Sample Responses Receivef
Role of Respondent
No. % No. % No. %
Senior Manager 300 45% 272 45% 112 41%
Team Members 359 54% 326 54% 208 64%
Vendor 7 1% 7 1% 7 100%
Total 667 605 327 54%

Source:Research Data

According to the Table 4.1 above, the highest respaate was observed in relation to the
represenatives of the CBS Vendors, which is 100%4hé case of the Commercial Banks,

the response rate was 53.51%. Among them only 4&% whe Senior Managers . Response
rate of the CBS Implemenattion Team Members inciusi Project Managers was 64%.

Out of the 208 respondents in CBS ImplementatioanT €ategory, 48 had been acting as
Project Managers and 160 had been participatinghpementation Team Members. Table
4.2 and the Figure 4.1 indicate the percentageilglision of the responses among different

categories of respondents.

Interestingly, 48 Project Managers correspondsnt@\aerage of five Project Managers per
Commercial Bank. This appears to be somewhat uglikgven the fact that a project has
one Project Manager (and a Project Director inaterinstances) under usual circumstances
and there had not been many CBS Implementatiore@sjamong the local Commercial

Banks over the past ten years. (Pilot Survey)
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Table 4.2: Analysis of Category of Responder

Category Number of | I ———————————
Response —————————

Senior Managers 112

Project Managers 48

Project Team Members 160

Vendor Representative 7

o S Figure 4.1: Percentages of Respon

Source:Research Data

Banks do embark onlarge number of IT projects, which do not fall inte definition of ¢
CBS implementationyhere different individuals may manage such prgjethere could b
many such respondents, who have mistakenly categbrithemselves as CI
Implementation Project Managers when respondirtheéoquestionnaire. Further, shifting
experienced employe@&®m one bank to another is a moderate possibilitiiin the banking
industry. Therefore, there also es a possibility of some respondents having partiegan
the capacity of CBS implementation projecta bank, which does not fall into the catry
of local commercial banks. These may be the reasmn&aving an unexpectedly lar
number of Project Managers among the responderdaayMuch individuals confirmedis

factduring a random verification done on this inforroat

4.2.2Experience of Responden

Respondentsexperience in banking industry is a vital factoastertaining their knowled
of the CBS implementations. Table 4.3: illustraggperiences of the responderelated to
the banking industry.
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Out of the 327 respondents]3 (or 53%) possessed experieover 10 years in the bankir
industry, whereas 66 (or 20%) and 62 (or 19%) redpots were having six to ten years .
two to five years of experience in thanking industryrespectively. There were only 26 |
8%) respondents, who counted experience less Wagdars in the Banking indus

Table 4.3: Experience of the Respondents

. Number of | =& |
Experience Respondent i i
] ]
§ 5
§ 5
Less than Two Years 26 | H
§ 5
§ 5
2-5 Years 62 i H
§ 5
§ 5
6-10 Years 66
Over 10 Years 173
Total 327
Figure 4.2: Experience ofRespondent

Source:Research Data

Table 4.4 illustrates detat classification of respondents based on the categodytheir

experience in the banking indus Approximately 73% of the respondents were coun

more than five years of experience, which givesenalidity to the resear data. Senior
managers having in excess of 10 years of experi€itc®2%) formed the single large

group of respondents follced by Implementation Team Members having in exoésk

years of experience (16.82%) and Implementatiomirb®embers having two to five yee

of experience (15.29%) respectiv.

It was noted that 54% of the project managers wereing more thanten years of
experience, whereas 85% of project managers wewndianore than five years |
experiencean the banking indust. The senior managecategory providethe most number
of respondents having experienceexcess of ten yearghich is Approximatel 80%., and

91% of the senior managers wehaving over five years oéxperience in the bankir
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industry. Similarly 57% of team members having ofree years of experience in banking

industry, this too gives more validity to the resfedata.

Table 4.4: Distribution of Respondents Based on Cagory and Experience

Cateqory of Eia;srig:]ce in Number of Representation| Representation
Res %n?j/ents Barr)lkin Industr Respondents within the within the
P g y Category Group
Less than 2 Years 5 10% 1.53%
: 2-5Years 2 04% 0.61%
Project Managers
6 - 10 Years 15 31% 4.59%
Excess of 10 Years 26 54% 7.95%
Project Manager Category Total 48 100% 14.68%
Less than 2 Years 2 02% 0.61%
. 2-5Years 8 07% 2.45%
Senior Managers
6 - 10 Years 12 11% 3.67%
Excess of 10 Years 90 80% 27.52%
Senior Manager Category Total 112 100% 34.25%
Less than 2 Years 18 11% 5.50%
- ) 0
Team Members 2-5Years 50 31% 15.29%
6 - 10 Years 37 23% 11.31%
Excess of 10 Years 55 34% 16.82%
Team Member Category Total 160 100% 48.93%
Less than 2 Years 1 14% 0.31%
2-5Years 2 29% 0.61%
Vendor ; ;
Representatives 6 - 10 Years 2 29% 0.61%
Excess of 10 Years 2 29% 0.61%
Vendor Representative Category Total 7 100% 2.14%
Total Respondents 327 - 100%

Source:Research Data
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4.2.3 Respondents Involvement in CBS Implementatia

Figure 4.3 depicts the involvement of respondemisCBS implementation project
Approximately 36% of respondents had participatedhore than two CBS implementati
projects, wherea$8% had participated in two such projects, and 2&# participated i
only one project. Therefore, out of the 327 resposl 251 (approximately 76%) h

participated in at least one CBS Implementationgatpwhich is an encouraging fac

Table 4.5: Respondents Involvement in CBImplementation Projects

Number of Projects Number of | §— — —————

Involved Respondent ﬁ—é
00007

None 76

One 76 e

Two 58 N ——————

More than Two 117

Total 327 Figure 4.3: Respondents Involvement in CB

Implementation Projects

Source:Research Data

Approximately, 23% of the respondents have had xmemence in CBS implementati
projects. It was assumed that the respondents, lvdtono previous experience in C
implementation projects have responde the questionnaire based on a combination of
theoretical knowledge of the subject matter, hgarsad judgmen

Table 4.6 indicates the distribution of responddydsed on category and involvemen
CBS implementation Projects. Quite interesty, four of the respondents who he
categorized themselves as Project Managers haweaiad that they have no experie in
CBS implementatiomproject:. This may have taken place because of misinténgréhe -
Question of the questionnaire, which ' related to their role in the project. This furtl

substantiates the reasons given for having 48 relgrds as project managers. In orde
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give more accuracy and validity to the outcomeha tesearch, the researcher decided to

exclude these four responses from further anabfsiata.

Table 4.6: Distribution of Respondents Based on Cagory and Involvement in CBS
Implementation Projects

Category of Number of Number of Repr\elzvsitiril:latt;oen Repr\?vsi;?:ﬁi%n
Respondents Projects Involved | Respondents Category Group
None 4 8% 1.22%

Project Managers One 15 31% 4.59%
Two 6 13% 1.83%

More than Two 23 48% 7.03%

Project Manager Category Total 48 100% 14.68%
None 28 25% 8.56%

Senior Managers One 17 15% 5 20%
Two 16 14% 4.89%

More than Two 51 46% 15.60%

Senior Management Category Total 112 100% 34.25%
None 44 28% 13.46%

Team Members One 43 27% 13.15%
Two 35 22% 10.70%

More than Two 38 24% 11.62%

Team Member Category Total 160 100% 48.93%
None 0 0% 0.00%

Vendor Representative One 1 14% 0.31%
Two 1 14% 0.31%

More than Two 5 71% 1.53%

Vendor Category Total 7 100% 2.14%
Total Respondents 327 - 100%

Source:Research Data
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Approximately 92% of th@ersonnel coming under tiproject manager category indicaof
having CBS project experience, whereas 61% of praj@nagerhave indicated chaving
more than one CBS project experience. Out of tiosenanages, 75% were having CB
project experience and 60% were counting more tmnCBS project experience. Simila
72% of team member category have got themselvesvied in CBS projects, 46% of tee

member category were having more than one CBSgirejg@erence.

Twenty-eight senior managers (or 25% of senior managegoay) and 44 team membx
(or 28% of the @am member category) who have indicated that tlaee Imo CBS projec
experience were removed from analyto determinethe Critical success facs related to
CBS projects.

4.2.4 Respondents Awareness of CBS Implementatiomikures

As shown in Table 4.7, 264 respondents, which c@epapproximately 81% of the to
respondents, have indicated that they were contpletaware of any CBS impleentation
project failures. Figure 4.4 indicates that onlyout of the 327espondents (or 19%) ha

indicated that they were aware of core bankingesygtroject failure

Table 4.7: Awareness of Respondents of CBS Implentation Project Failures

Category Number of
Respondents
Aware of Failures 63
Not Aware of Failures 264
Total 327 Figure 4.4: Awareness of Respondents of C
Implementation Project Failure

Source:Research Data
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Table 4.8 illustrates that 25% of the project mamagand 24% of the senior managers
indicating their awareness of CBS implementatigtluffas in local commercial banks. Such
failures could be ranging from implemented withouieeting business requirements
satisfactory or total abandonment of the projeatds difficult to pinpoint such projects for
further study as senior managers and project masdge/e not disclosed details of such
incidents possibly due to the sensitive naturéhefibformation. Approximately, 15% of the
project team members were aware of CBS implementatilures in local commercial

banks.

Table 4.8: Distribution of Respondents Based on Awaness of CBS Implementation

Project Failures

Awareness of CBS Number of Representation| Representation
Category of Implementation EEE T ETE within the within the
Respondents Failures P Category Group
Yes 12 25% 3.67%
Project Managers
No 36 75% 11.01%
Project Manager Category Total 48 100% 14.68%
Yes 27 24% 8.26%
Senior Managers
No 85 76% 25.99%
Senior Manager Category Total 112 100% 34.25%
Yes 24 15% 7.34%
Team Members
No 136 85% 41.59%
Team Member Category Total 160 100% 48.93%
Vendor Yes 0 0% 0.00%
Representative No 7 100% 2 14%
Vendor Representative Category Total 7 100% 2.14%
Total Respondents 327 - 100%

Source: Research Data
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Question 4.2 of the questionnaire was intended litaio information related to the
respondent’s awareness of number of CBS implementatroject failures. Although only
264 respondents have indicated that they were wateaof any CBS project failures under
Question 4.1, 288 have indicated that they wereamaire of any such failures under the
Question 4.2. Twenty four (24) out of the sixtya@r(63) respondents, who have indicated
under the Question 4.1 that they were aware otastlone CBS Implementation Project
failures, have failed to indicate the number oluigs they were aware of. For the purpose of
further analysis, the said twenty (20) respondeamisponse to question 4.2 was considered as

they were aware of at least one CBS Implementdioject failure.

Table 4.9: Awareness of Respondents of No. of CB&plementation Projects Failures

Awareness of CBS Number of
Project Failures Respondents
None 264
At least One Failure 42
More than One Failure 21
Figure 4.5: Awareness of Respondents of No. CBS
Total 327 Implementation Project Failures

Source:Research Data

Table 4.9 illustrates that the awareness of nuroberoject failures among the respondents,
264 (or approximately 81%) have declared that th@y't have any information on project

failures. Twenty-one (or approximately 6%) respardénave indicated that they are aware
of more than one CBS project failures, wherease$paondents have indicated that and they

were aware of only one failure.

4.2.5 Factors in Measuring Success of a CBS Implentation Project

Question 5 of the research questionnaire was fatadlto identify the factors, which

respondents consider as most important in detengpisuccess of any CBS Implementation
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Project. Table 4.10 below indicates the outcomanaflysis based on respondent categories.

Comparisons or the responses of all categoriesateti an identical pattern.

Table 4.10: Factors in Measuring Success of a CB8\plementation Project

Category of | Criteria for the Measurement of 1st 2nd 3rd | Total %
Respondent | CBS Project Success Rank | Rank | Rank
Improved efficiency 29 6 2 37| 28%
End User Satisfaction 8 17 8 33| 25%
Reduce Complexity of Operation 11 8 13 32| 25%
Project Timely Implementation 0 10 8 18| 14%
Managers - —
Implementing within the Budget 0 2 4 6 5%
Low Cost of Ownership 0 0 4 4 3%
Other 0 0 0 0 0%
Project Manager Category Total 48 43 39 130 | 100%
Improved efficiency 52 22 17 91| 30%
End User Satisfaction 27 35 26 88| 29%
_ Reduce Complexity of Operation 18 28 14 60| 19%
ﬁ/lzrr]:ggjers Timely Implementation 10 16 29 55| 18%
Implement within the Budget 0 0 7 7 2%
Low Cost of Ownership 0 0 0 0 0%
Other 5 0 2 7 2%
Senior Manager Category Total 112 101 95 308 | 100%
Improved efficiency 86 35 6 127| 33%
End User Satisfaction 32 55 28 115| 30%
Reduce Complexity of Operation 23 24 29 76| 20%
Team Memberd Timely Implementation 13 4 21 38| 10%
Implement within Budget 4 4 3 11 3%
Low Cost of Ownership 2 2 13 17 4%
Other 0 0 0 0 0%
Team Member Category Total 160 124 100 384 | 100%
Improved efficiency 3 3 0 6| 35%
End User Satisfaction 2 2 0 41 24%
Reduce Complexity of Operation 2 0 2 4| 24%
Vendor .| Timely Implementation 0 0 1 1 6%
Representative __
Implement within Budget 0 0 1 1 6%
Low Cost of Ownership 0 0 1 1 6%
Other 0 0 0 0 0%
Vendor Representative Category Total 7 5 5 17 | 100%
Total 327 273 239 100
%

Source:Research Data
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Majority of respondents in all categories, inclglivendor representatives, consider
“Improved Efficiency” as the single most importdattor and “End User Satisfaction” as the
next most important factor in determining the sssoaf a CBS Project, third most important
factor in determining the success being “Reduceth@exity of Operation”. These factors

fall within the expected end- result of the projant are qualitative and difficult to measure.
In contrast, factors such as “Timely Implementdtidimplementation within Budgets” and

“Low Cost of Ownership” are easily measurable. Tasults show a clear deviation from
generally accepted measurements of success ofecprehich are achieving project goals,

within agreed time and budgets.

Generally, the role of a typical project managetoissomplete the project meeting project
objectives, within the budget, within the agreeddiwithin the scope of the project. (Project
Management Body of Knowledge, 2004) Surprisinghg project managers have failed to
appreciate these factors as the project successunee@ents. Instead, they have indicated
achieving the business objectives of the projeathsas improved efficiency, end-user
satisfaction and reduced complexity of operatiansha factors measuring the success of the
project. Possibly, this is due to project managetsbeing professional project managers, but
senior employees of the bank. As a result, they maly be concentrating on project
management principles. Furthermore, they may nate Haeen able to make decisions
independently and may have been subjected to mfkse from various stake-holders in the
project such as Senior Managers or business usersSech influences may have led to
change of project scope due to subsequent “scagep’trand resource allocation issues,
which could consequently lead to budget & time awer It appears that such overruns are
not seriously considered by the banks as longegprthject objectives are achieved.

Table 4.10 indicates that there are seven senianages who have indicated other
measurement criteria for determining project suseesl have provided measurement factors
such as “Automation of 75% of business procesaudich all critical business process”,
“Flexibility of Operation”, “Meet Business Strategyand “Catering Current Business
Requirement”. Some of these factors are more likelfall within one of the categories such

as Improved Efficiency, End User Satisfaction od&keed Complexity of Operations.
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4.2.6 Factors Influencing CBS Selection

Table 4.11 illustrates that out of 138 respondéapproximately 42%) indicated Corporate
Management influence as the primary factor in ihalfdecision of the selection of CBS.

Forty-three (43) and thirty-two (32) respondentskexd that, as the second and third
influencing factors respectively. Out of the tat@spondents, eighty six (86) have indicated
that IT department influence for the final decisias the primary factor, where forty seven
(47) and forty two (42) respondents respectivelyked that, as the second and the third
influencing factor.

Table 4.11 indicates that the influence of the Goafe managers, IT department and End
Users as the three most important factors influendhe final decision making for CBS
selection respectively. It was interesting to obsethat some of the responders indicated
influence of specific individuals as the most impot factor which influenced the final
decision making for CBS selection. When furtherified, such respondents revealed that
there had been instances that specific individhalge taken control of the entire selection

process.

Table 4.11 indicates that 4 project managers, hbsenanagers, and 2 team members have
identified factors other than those indicated atdis influencing the final decision of CBS
selection. Many such respondents have indicatecbtiaed of directors as an influencing
factor for the final decision. It was observed thatne respondents have failed to describe

the “other” factor(s) although they have markechtst as an influencing factor.

It was further observed that respondents of onky bank indicating Board of Directors as
the final decision makers of the CBS selection, nehrespondents of another bank indicated
“other” as an influencing factor without specifgirvhat it was Similarly, two senior
managers of the same bank have indicated “spendigidual” as the first most important
factor and two CBS project team members of andtla@k have indicated that as the third
most important factor influencing the final decisimaking in CBS selection process. In the
case of the two senior managers, they may have spaafic reason and information to

indicate so, which the others involved in the saraect may not be aware. However, this
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is in the case of two banks only and hence canaogdneralized for the purpose of this

study

Table 4.11:Factors Influencing CBS Selection

Category of Influencing Factor 1st 2nd 3rd Total %
Respondents Rank | Rank | Rank

Corporate Management 22 9 4 35 33%

IT Department 13 8 8 29 28%

: End Users 6 10 2 18 17%
Project Managers

Consultants 3 4 8 15 14%

Other 4 0 0 4 4%

Specific Individual 0 0 4 4 4%

Total 48 31 26 105| 100%

Corporate Management 46 23 10 79 35%

IT Department 24 17 18 59 26%

. End Users 24 24 4 52 23%
Senior Managers

Consultants 0 6 7 13 6%

Other 16 0 0 16 7%

Specific Individual 2 0 2 4 2%

Total 112 70 41 223| 100%

Corporate Management 66 9 18 93 31%

IT Department 48 22 14 84 28%

End Users 40 46 6 92 30%

Team Members e cultants 2| 10| 14| 26| 9%

Other 2 0 0 2 1%

Specific Individual 2 0 4 6 2%

Total 160 87 56 303| 100%

Corporate Management 4 2 0 6 46%

IT Department 1 0 2 3 23%

Vendor End Users 1 2 0 3 23%

Representatives | Consultants 1 0 0 1 8%

Other 0 0 0 0 0%

Specific Individual 0 0 0 0 0%

Total 7 4 2 13| 100%

Total 327 192 125 100%

Source:Research Data
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During the focus group discussion and interviewjomity of the senior managers were of the
view that the IT department is coordinating andlitating the selection process, whereas
business-users get involved in the evaluation ®te identify the suitability of the system.
As such, the final decision depends on the inpufiT department and the business users,

based on which, the corporate managers would tegisidn on suitable CBS package.

In relation to a CBS Projects, perspective of tlamks of the project and the vendor’s
perspective have clear difference due to theirestakhe project. Although, responses were
obtained from the representatives of the vendbisse were excluded from the analysis in
identifying critical success factors in order tads on the perspective of the Banks related to
the subject matter. However, the responses of tBaddr representatives, which were
comparatively few (only Seven) was analyzed sepbrdab form a general opinion on the

Vendors’ perspective of CBS projects

After excluding the four project managers, who roked that they have no CBS project
experience, the balance population comprised agettiundred and twenty three (323)
respondents. Out of that, seventy-two (72) hadcated that they have not participated in a
CBS Implementation Project at all. Hence, theipogses were analyzed separately and were
compared with the responses of those who have iexgerin CBS Implementation Projects,

wherever appropriate.
Only the data related to 244 respondents, who Inadieated that they have CBS project

experience were analyzed in detail. Responsesuestipn 7 to question 29 were assigned

appropriate weights as explained in Table 3.7.
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4.3 Analysis of Key Perceptions and Aspect of thetthibutes

Based on the nine (9) key perceptions identifiddted to Selection and Implementation
processes related to CBS projects as describednoeptual frameworkHigure 3.1 and
according to the three most important project ss&caeasurement indicators identified by
the majority of respondentsef(er Table 4.1pdata was further analyzed. Variance analysis
was done on the success factors against the semogtaphic attributes of the population.

4.3.1 Analysis of Success Factors Related to Orgaational Objectives

Question 07 and 16 were designed to ascertaireponse of the population, on the focus of
organizational objectives, on rational and prodeBewed by the banks during the selection

process of a CBS system.

Table 4.12: Success Factors Related to OrganizatianObjectives

Respondents having Respondents not having any
Experience in CBS Projects Experience in CBS Projects
Lower Lower
EOUTEETS) @ boundary of
Q.No. | Success Factor confidence confidence
Mean SD interval at Mean SD . A
90% mterva! at 90%
Confidence Caninize
L] Level

Organizational

. 3.58 | 0.645 3.512 3.51 | 0.503 3.4124
Expectations

Q7

Q16 | Process Innovation 3.05 | 0.880 2.9573 3.03| 0.754 2.8839

Source:Research Data

Table 4.12 illustrates the mean values, standakdatien, and the lower boundary of
confidence interval at the 90% confidence levahefresponses related to the two questions.
Considering the responses of the respondent haskpgerience in CBS Projects, the
Organizational Expectationdias a mean value of 3.58 and 3.5512 as the lowerdaoy of
confidence interval at 90% confident level. SimijaProcess Innovatiorhas a mean value
of 3.05 but the lower boundary of confidence in&rat 90% confident level was 2.955.
Hence,Process Innovationhas failed to qualify as a critical success faclidre pattern

remains similar in relation to the respondentshasing any experience in CBS projects.
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4.3.2 Analysis of Success factors Related to Evatitm Process

There were four questions related to the evalugirosess. Question 08, 09, 10, and 12 were
designed to ascertain the response of the popnulatiofour success factors, to identify the
evaluation processes related to CBS selection. eTdbl3 illustrates the mean values,
standard deviations, and the mean value at therlbaendary of the confidence interval at

90% confidence level for both categories of resgoitsl

Table 4.13: Success Factors Related to Evaluatiomdeess

Respondents having Respondents not having any

Experience in CBS Projects Experience in CBS Projects
Lower Lower

boundary of boundary of

I\% Success Factor confidence confidence

' Mean SD interval at Mean SD interval at
90% 90%

Confidence Confidence
Level Level

Q8 | Refining the Requirements | 3.72 | 0.484 3.6690 3.56 | 0.553 3.4527
Q9 | Evaluation of Responses 3.50 | 0.675 3.4288 3.28 | 0.570 3.1694
Q10 | Proof of Concept 292 | 0.851 2.8303 2.86 | 0.798 2.7053

End User Patrticipation 296 | 0.741 2.8819 3.20 | 0.652 3.0735

Q12
Source: Research Data

In the case ofEvaluation Process,only two success factors nameRefining the
Requirements(mean value of 3.6690 at lower boundary of comfade interval at 90%
confidence Level) anBtvaluation of Responseg¢mean value of 3.4288 at lower boundary of
confidence interval at 90% confidence Level) haeerbselected as critical success factors
by both categories of respondents. Apart from theva two success factorend User
Participation (mean value of 3.0735 at lower boundary of comfgde interval at 90%
confidence level) has been identified as a critezaicess factor by the respondents without
any CBS project experience. Both groups agreeRhaof of Conceptas an important but

non-critical factor for the evaluation process
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4.3.3 Analysis of Success factors Related to Leangj through Experience

There were two questions in relationltearning through ExperienceQuestions 11 and 25
were designed to obtain a feedback on how the nelgrds perceive the use of experience
related to the implementation history of the vesdand experience of other banks in
selecting CBS solutions. Table 4.14 illustratesrtiean values, standard deviations, and the
mean value at lower boundary of the confidencennateat 90% confidence level for both

categories of respondents.

Both success factors namebparing Experienceand Lessons Learn{both having a mean

value of 2.52) have been rated non-critical byltbth groups of respondents.

Table 4.14: Success factors Related to Learning thugh Experience

Respondents having Respondents not having any
Experience in CBS Projects Experience in CBS Projects
Lower Lower
; boundary of boundary of
,\?O_ Success Factor Mean sD confidence Mean sD confidence
interval at 90% interval at 90%
Confidence Confidence
Level Level
Q11 | Sharing Experience 2.52 0.936 2.4214 2.75 /002 2.5556
Q25 | Lessons Learnt 2.52 0.970 2.4178 2.52 097 2.3266

Source:Research Data

Similar sentiment prevailed during the focus granterviews. Majority of the interviewees
were of the opinion that, based on the circumstnttee decision on selecting a CBS is
unique for each bank. Thus, the experience of thers in relation to specific vendors and

their CBS may not necessarily be decisive fact@eilecting a CBS.
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4.3.4 Analysis of Success factors Related to Top Magement Support

There were three questions relatedlap Management SupporiQuestion 13, 14, and 28
were designed to ascertain the response of thelggapuon success factors, which were
designed to identify the Level of Top managemenppdut required during the CBS

selection and implementation processes.

Table 4.15: Success factors Related to Top Managent&Support

Respondents having Respondents not having any
Experience in CBS Projects Experience in CBS Projects
b ch:;verr f Lower boundary
Q. | Success Factor ot da yo of confidence
. Mean SD __coniidence Mean SD interval at 90%
interval at 90% '
. Confidence
Confidence
Level
Level
Q13 | Setting Direction 3.20 | 0.790 3.1168 3.20 | 0.770 3.0507

Q14 | Project Sponsorship 3.36 | 0.817 3.2739 2.93 | 1.073 2.7219

Q28 | Business Commitment| 3.04 | 0.810 2.9547 2.90 | 0.807 2.7434
Source:Research Data

Table 4.15 illustrates the mean values, standaxdadien, and mean value at the lower
boundary of confidence intervals at 90% confiddewgel of the responses related to the three
success factorssetting Direction(mean value 3.20 and mean value of 3.1168 atawerl
boundary of confidence interval at 90% confidemterival) andProject Sponsorshigmean
value 3.36 and mean value of 3.2739 at the lowendary of confidence interval at 90%
confidence interval) have been identified as a@ltguccess factors by the respondents having
experience in CBS projects. Respondents withoulGB$ project experience have identified

Setting Directionas the sole critical success factor related toNlapagement Support.

Business Commitmenfmean value 3.04 and mean value of 2.9547 atotverlboundary of

the confidence interval at 90% confidence levelyiea a mean value above three, which
fulfills the criteria for a success factor to bensmlered as a critical success factor. However,
at 90% confidence level it does not fall in to ttegegory of being a Critical success factor.

Hence it will not be considered as a critical sssdactor.
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4.3.5 Analysis of Success factors Related to Effee Communications

Question 22 was intended to identify the importantéaving Effective Communication
during a CBS project to keep stakeholders up te dath project information throughout the
project to minimize, if not eliminate possible, sosnmunications, misunderstandings and

conflicts among the stakeholders of the project.

Table 4.16: Success factors Related to Effective @onunications

Respondents having Respondents not having any
Experience in CBS Projects Experience in CBS Projects
Q.No Success Factor Lower boundary of Lower boundary
B confidence interval of confidence
Mean D at 90% Confidence Mean D interval at 90%
Level Confidence Level
Q22 | Transparency 3.11 | 0.909 3.0143 2.90 | 1.110 2.6848

Source: Research Data

Table 4.16 illustrates the mean value, the standaxdation, and mean value at the lower
boundary of confidence interval at 90% confidenegel of the responses related to
transparency. It can be noted thaansparency(mean value 3.11 and mean value of 3.0143
at the lower boundary of confidence interval at 9@8nfidence level) has been identified as
a critical success factor by the respondents haexperience in CBS projects, whereas

respondents without CBS project experience hawal idibtherwise.

4.3.6 Analysis of Success factors Related to Usebodternal Consultants

The question 26 was designed to identify the ingoare¢ ofExternal Expertiseduring CBS
projects to obtain expert knowledge from the exdeoonsultants. This has been the practice
in software projects where expert advice and suppwy be required for specialized

functions.
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Table 4.17: Success factors Related to Use of Extat Consultants

Respondents having Respondents not having any
Experience in CBS Projects Experience in CBS Projects
Lower
boundary of b Lo(\j/ver f
0.No. | Success Factor confidence oundary o
s : confidence
Mean SD interval at Mean SD . | A
90% mterva. at 90%
- Confidence
Confidence Level
Level
Q26 External Expertise 2.62 | 0.985 2.5163 241 | 1.153 2.1864

Source:Research Data

Table 4.17 indicates the mean value, standard ti@vjaand mean value at the lower
boundary of confidence interval at 90% confidermeel of the success factor under User of
External Consultants. Both categories of resporsdbate rankedExternal Expertiseas a

success factor which is not critical for the susaafsCBS projects.

4.3.7 Analysis of Success factors Related to Projeédanagement

Questions 15, 18, 19, 20, 21, and 29 were designatentify importance of success factors
related to Project Management during CBS implentemtgrocess. Table 4.18 illustrates the
mean values, standard deviations and means vallevat boundaries of the confidence

interval at 90% confidence level.
Out of the six success factors, the respondentigpaaxperience in CBS projects have

selected five as critical success factors relatedPtoject Management during the
implementation of CBS projects.
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Table 4.18: Success factors Related to Project Magament

Respondents with CBS Project Respondents without CBS Project

Experience Experience
Q. Lower Lower
No | Success Factor boundary of boundary of
Mean SD confidence confidence
interval at 90% ACEN o2 interval at 90%
Confidence Confidence
Level Level

Q15 | Prioritizing Deliveries 3.17 | 0.7665 3.0893 3.39 | 0.5231 3.2886

Q18 | Minimum

L 2.41 | 1.0482 2.2996 2.63 | 1.1617 2.4048
Customizations

Q19 | Professional Project

3.42 | 0.7412 3.3420 3.17 | 0.8104 3.0129
Management

Q20 | Competent Project

3.55 | 0.5823 3.4887 3.39 | 0.6829 3.2576
Team

Q21| pedicated Resources | 3.10 | 0.7868|  3.0171 3.11 | 0.7792|  2.9590

Q29 | Creative Problem
Solving

Source:Research Data

3.60 | 0.6234 3.5344 3.68 | 0.4695 3.5890

Creative Problem Solvingmean value of 3.60 and mean value of 3.5344 atldkver
boundary of confidence interval at 90% confidenterval) has been ranked as the top most
critical success factor. This was followed Bompetent Project Team, Professional
Project ManagementpPrioritizing Deliveries, Dedicated Resourc€based on both mean
value and mean values at the lower boundary ottméidence interval at 90% confidence

level) respectively.

The respondents of both categories have not camrsidéinimum Customizations(mean
value of 2.41 and mean value of 2.2996 at the |Idweeindary of confidence interval at 90%
confidence interval) as a critical success fad@spondents without CBS project experience
agreed with their experienced counterparts in ramkour elements as critical success factors

but disagree in having@edicated Resourceturing CBS implementation
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4.3.8 Analysis of Success factors Related to VendGommitment

Questions 23 and 24 were designed to identify tiitecal success factors related to the
Vendor Commitmentduring the CBS implementation process. Given belswthe
presentation of the responses to these successsfagtthe respondents.

Table 4.19: Success factors Related to Vendor Comtmient

Respondents with CBS Project

Respondents without CBS Project

Experience Experience
Q- | gyccess Factor Lower value of Lower value of
No confidence confidence
Mean SD interval at 90% | Mean SD | interval at 90%
Confidence Confidence
Level Level

Q23 | Vendor Commitment | 3.61 | 0.6735 3.5391 3.54 | 0.6036 3.4230

Q24 | Knowledge Transfer 3.53 | 0.6112 3.4656 3.60 | 0.7250 3.4595
Source:Research Data

As indicated in the Table 4.19, success factoratedl to delivering the promises by the
vendors, which is important to complete the propeatcessfully. Th&endor Commitment
(mean value of 3.61 and mean value of 3.5391 alother boundary of confidence interval
at 90% confidence level) arikhowledge Transfe{mean value of 3.53 and mean value of
3.4656 at the lower boundary of confidence interatl 90% confidence level) were
considered as critical success factors during mglamentation process of CBS projects.
Respondents without any CBS experience too haed these as critical success factors.

4.3.9 Analysis of Success factors Related to Moniiog

The monitoring of CBS implementation project isaal to complete it successfully within
the agreed scope, time, and budget by fulfillingiakel objective of the bank. The question
17 and 27 were designed to identify tAeidance of Top ManagemerdndSupervision by

the Boardof CBS projects during implementation process.
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Table 4.20: Success factors Related to Monitoring

Respondents with CBS Project Respondents without CBS Project
Experience Experience
Q. Success Factor Lower boundary Lower boundary
No of confidence of confidence
Mean SD interval at 90% | Mean SD interval at 90%
Confidence Confidence
Level Level

Guidance of Top

Management 3.07 | 0.851 2.9804 3.31| 0.668 3.1806

Q17

Q27 | Supervision by the
Board

Source:Research Data

2.70 | 0.9591 2.5990 2.50 | 1.0346 2.2994

Considering the mean values, both categories pbretents have identified tli@uidance of
Top Managements a critical success factor during CBS implententgorocess. As far as
CBS project experienced respondents are conceameld¢considering 90% confidence level,
it has failed to be identified as a critical suscEstor.

Both the groups agree in relation to tBepervision by the Boarih not identifying it as a

critical success factor.
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4.4 Analysis of Success factors based on Socio-Demnaphic Attributes

With respect to the respondents having CBS pr@eperience, responses to the twenty three
(23) success factors were further analyzed basdteinsocio-demographic attributes using

one way ANOVA to determine patterns of responseaktanobserve whether there are any
significant variances on the opinions among difiérgroups of respondents. This was done
with the assistance of one way ANOVA extracted gs8PSS software. Success factors
having level of significance less than 0.05 havenbédentified as having significant

differences among different categories of respotsden
4.4.1 Analysis of Success Factors based on Rol€CIBS Projects

The respondents were categorized as Senior Managesgct Managers and the Team
Members based on the roles played by them in oelat the CBS projects. Table 4.21

illustrates level of significance pertaining to abaategories for the 23 success factors.

Success factors related@ganizational Objectivesindicate no significant variance among
the responses between different categories of nelgmds.

One out of the four success factors related to Hhaluation Processonly one factor
indicates a significant variance between the resg®f different categories of respondents
based on their role in the CBS projeEnd User Participationhas a significant variance
(level of significance 0.030), where the mean valoé the Senior Managers the Project
Managers and the Team Members were 2.94, 3.203.88despectively. Though the Project
Managers and Team Members have identified it asriaic& Success Factor, Senior
Managers have not considered that as a criticatesscfactor. As a resulEnd User
Participation during the selection process has failed to betifieth as a critical success
factor.

With respect to the success factors relatedet@rning through Experience, no significant

variance could be observed.
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Table 4.21: Level of Significance of Success Factowith Respondents Role in CBS

Project
ANOVA Output

Based on Role of the Respondent in the CBS Projeg gcllju";r‘;'; df sl\gﬁg?e Sig.
Organizational Expectations Between Groups 0.11 2 0.035  0.1832  0.876
Refining the Requirements Between Groups 0.76 2 0.382  1.636 0.197
Evaluating the Response Between Groups 2159 2 1.079 2390 0.094
Proof of Concept Between Groups 1.836 2 0918 1.267 0.283
Sharing Experience Between Groups 470p 2 2.3%1 271 0.068
End User Participation Between Groups 3.831 2 1.915  3.5570.030
Setting Direction Between Groups 10294 2 5.147  8.7690.000
Project Sponsorship Between Groups 13.168 2 6.584  10.6230.000
Prioritizing Deliveries Between Groups 3.30 2 1.653  2.856  0.059
Process Innovation Between Groups 2.14 2 1.072  1.388  0.252
Guidance from Top Management | Between Groups 4.69 2 2349  3.3080.038
Minimum Customizations Between Groups 3.60 2 1.804 1.661 0.194
Professional Project Management Between Groups 1.53 2 0.769  1.4p4  0.248
Competent Project Team Between Groups 0.48 2 0.241  0.708  0.494
Dedicated Resources Between Groups 4.03 2 2.018  3.3220.038
Transparency Between Groups 3.10 2 1.55%4 1.894 0.153
Vendor Commitment Between Groups 4.58 2 2.292 5.2280.006
Knowledge Transfer Between Groups 1.46f 2 0733 1978 0.141
Lessons Learnt Between Groups 0.11 2 0.0%5 0.068 0.943
External Expertise Between Groups 0.40 2 0.201  0.206 0.814
Supervision by the Board Between Groups 7.51 2 3.760  4.1940.016
Business Commitment Between Groups 0.251 2 0.126  0.190  0.827
Creative Problem Solving Between Groups 1.13p 2 0569  1.471 0232

Source:Research Data — SPSS Output
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Two out of the three success factors related toTibe Management Support shows
significant variances among the response pattdrdgferent category of users. In the case
of Setting Direction (level of significance 0.000), Senior Manager, j€cb Manager and
Team Member categories have mean values of 3.3B, and 2.99 respectively. Despite
Team members narrowly failing to identify this asrdical success factor, the responses of

the other two categories have made it a criticatsss factor.

In the case oProject Sponsorshiglevel of significance 0.000), Senior Manager, j€cb
Manager and Team Member categories have mean vaifie3.68, 3.30, and 3.16
respectively, which indicates a difference betwtdenlevels of importance they have given

to the success factor.

Responses patterns of the groups in relatioBusiness Commitmenshow no significant

variance.

Project Managers perceivigansparency(mean value of 3.27) as the most critical success
factor where Senior Managers (mean value of 3.48)T&am Members (mean value of 3.00)
were on the same line. No significant variancen(ficance 0.153) is observed between the
responses of different categories of users. Sitpjlato significant variance could be
observed between the responses of different caésgiorthe case of success faditernal
Expertise

In the case oProject management Dedicated Recoursedevel of significance 0.038) has
mean values of 3.18, 3.30, and 2.97 for Senior Igarg Project Managers, and Team
Members categories respectively. l.e. Team Memiberge failed to identify Dedicated
Project Team as a critical success factor. Howedee, to the influence of the other two
categories, this factor has been identified ast@alrsuccess factor. All other success factors
related to Project Management were above the gignif variance threshold. This pattern of
responses more or less matches with the, rolesesmponsibilities of the respondents and the
stake holding each of those categories have ipritject.

Responses relatetb the Vendor Commitmentindicate significant variances (level of

significance 0.006) on intensity between differeategories of respondents where mean
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values related to Senior Managers, Project ManagetdsTeam Members were 3.76, 3.68
and 3.47 respectively. In the casekofowledge Transferno significant variance between

the responses of different groups could be observed

Responses of the different categories relatedctidance of Top Managemenindicate
significant variance (level of significance 0.038here mean values of the responses related
to Senior Managers, Project Managers and Team Memwere 3.24, 3.11, and 2.93
respectively. In this instance, the Team Membenrse heot identified theGuidance of the
Top Managementas a critical success factor where others havetifeehit as a critical
success factor. A significant variance between rimponses of different categories of
respondents could be seen in relation toShpervision by the Boardlevel of significance
0.016) where Project Managers with a mean valiBe@f have identified as a critical success
factor. Mean values of the responses of Senior gersaand Team Members, which were
2.64, and 2.59 respectively indicate that they haweidentified this as a critical success
factor.

4.4.2 Analysis of Success Factors based on Bankiggperience of the Respondents

The respondents banking experience were categonizéal four categories namely; “Less
than 2 years”, “2 to 5 years”, “5 to 10 years” dl@dver ten years”. Responses to the
guestionnaire were analyzed based on the saidar&sgto determine whether significant
variance exist between the opinions of respondaintisose categories. Table 4.22 illustrates

the level of significance related to each critisatcess factors.
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Table 4.22: Level of Significance of Success FactoBased on Respondents Banking

Experience
ANOVA Output

Based on Years of Experience in Banking Industry g‘(;'urggs df sl\gﬁg?e Sig.
Organizational Expectations Between Groups 3.804 1.268  3.1190.027
Refining the Requirements Between Groups 1.244 0.415 1783 0.151
Evaluation of Responses Between Groups 3.35p 1.117 24090  0.061
Proof of Concept Between Groups 2.286 0762 1051 0.371
Sharing Experience Between Groups 6.26D 2.087  2.4p3  0.066
End User Participation Between Groups 4.860 1.620  3.0R00.030
Setting Direction Between Groups 3.76p 1.2%4  2.083 0.110
Project Sponsorship Between Groups 8.956 2.985  4.6650.003
Prioritizing Deliveries Between Groups 0.641 0214 031 0.781
Process Innovation Between Groups 3.68p 1.229 1597 0.]91
Guidance from Top Management | Between Groups 9.554 3.185  4.5970.004
Minimum Customization Between Groups 1.788 0594  0.588  0.657
Professional Project Management Between Groups 2.984 0995  1.829 0.142
Competent Project Team Between Groups 1.16p 0.387 1142 0.333
Dedicated Resources Between Groups 1.54p 0515  0.831 0478
Transparency Between Groups 11.250 3.750 4.7480.003
Vendor Commitment Between Groups 2.488 0.828  1.844 0.140
Knowledge Transfer Between Groups 0.74p 0.247  0.657 0.579
Lessons Learnt Between Groups 3.4438 1.148 1.2p2 0.302
External Expertise Between Groups 5.32p 1.776 1852 0.138
Supervision by the Board Between Groups 3.274 1.091 1189 0.315
Business Commitment Between Groups 4.348 1.449 2241  0.084
Creative Problem Solving Between Groups 0.598 0.199 0510 0.676

Source:Research Data — SPSS Output
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As indicated in the Table 4.22 there are only feuecess factors, which have significant
variance among the responses of different categafieespondents. Table 4.23 illustrates

the mean values related to each category of regmbsid

Table 4.23: Success Factors Mean Values based omBiag Experience

Experience of Respondents in the Banking IndustryYears)
86 Success factor
Less than 2 2-5 5-10 Over 10
Q7 Organizational Expectations 2.86 3.60 3.59 3.61
Q12 End User Participation 3.71 2.87 2.85 2.98
Q13 Guidance from Top Management 3.14 3.20 2.96 3.28
Q14 Project Sponsorship 2.86 3.07 3.17 3.50
Q22 Transparency 3.57 3.00 2.72 3.23

Source:Research Data

From the above table 4.23, there appears to bea cleaelation between the banking
experience of the respondents and the intensityabreciation of Organizational
Expectationswhere mean values of the responses related to thass2”, “2-5", “5-10” and
“Over 10" were 2.86, 3.60, 3.59 and 3.61 respebtivVith the experience, level of
appreciation of the success factor increasd®ject Sponsorshiptoo shows a positive
correlation with the industry experience of thepmwdents where mean values of the
responses related to “Less than 27, “2-5”, “5-1@itdd'Over 10” were 2.86, 3.07, 3.17 and
3.50 respectively.

In relation to the remaining success factors, rearckcorrelation between the intensity of
appreciation of the success factor as a criticatess factor and the industry experience of

the respondents could be observed.

4.4.3 Analysis of Success Factors Based on CBS RaijExperience

Respondents were segregated in to three catedpasesl on their experience in CBS projects
and the responses were analyzed based on thogemease Table 4.24 illustrates the level of

significance of the responses between the thre&goaés against each success factor.
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Table 4.24: Level of Significance of Success Factoagainst the CBS Project Experience

ANOVA Output
Based on CBS Project Experience g(;’u";r‘;‘; df S“gﬁg?e Sig.
Organizational Expectations Between Groups 0.545 0272 0651 0.522
Refining the Requirements Between Groups 2.077 1.039  4.5540.011
Evaluating the Responses Between Groups 0.994 0.497 1.089 0.338
Proof of Concept Between Groups 0.738 0.369 0.506  0.603
Sharing Experience Between Groups 1.73p 0.865 0.987 0.374
End User Participation Between Groups 2.43b 1.218 2288 0.109
Setting Direction Between Groups 4.141 2.070 3.3800.036
Project Sponsorship Between Groups 10.057 5.028  7.9480.000
Prioritizing Deliveries Between Groups 1.928 0.961 1645 0.195
Process Innovation Between Groups 0.384 0.192 0.2#46 0.782
Guidance from Top Management | Between Groups 5.508 2.7%2  3.8940.022
Minimum Customizations Between Groups 12.83p 6.415 6.0820.003
Professional Project Management Between Groups 4518 2.256 4.2150.016
Competent Project Team Between Groups 1.63p 0.819 2444  0.089
Dedicated Resources Between Groups 0.428 0.214 0.343 0.710
Transparency Between Groups 6.762 3.381 4.2000.016
Vendor Commitment Between Groups 4.85[ 2.426  5.5(180.004
Knowledge Transfer Between Groups 0.198 0.097 0.257 0.773
Lessons Learnt Between Groups 1.32b 0.662 0.701 0.497
External Expertise Between Groups 4.035 2.018 2100 0.125
Supervision by the Board Between Groups 2.13p 1.070 1.184 0.314
Business Commitment Between Groups 1.595 0.797 1.216 0.298
Creative Problem Solving Between Groups 2.36p 1.182  3.0950.047

Source:Research Data — SPSS Output
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Nine success factors indicating significant vareaoger the responses of different categories
were identified. The highest level of significane&s observed related to thHeroject

Sponsorshipand lowest was observed in relatiorCieeative Problem Solving

Table 4.25 illustrates the pattern of responsedeaélto success factors based on the number
of CBS projects involved by the respondents. Ohly tespondents having experience in
more than two projects consid&uidance from Top Managemenas a critical success
factor. Experience of the respondents in CBS ptej@ppears to have a strong positive
correlation in appreciation d@fransparencyas a critical success factor in CBS projects. The
CBS project experience was not impactvinimum Customizationsduring implementation

of CBS. This may due to user demand of functiomsljtprocess improvements. It was noted
during the interview process, the package softwaetls to be customized to suit Sri Lankan

banking context wher®linimum Customizationwould not be a critical element.

Table 4.25:Success Factordlean Values based on Respondents Involvement in CBffojects

Number of instances the respondents have got inweld in
Q.No | Success Factor CBS implementation projects — (Mean Values)
Once Twice More Than Twice
Q17 | Guidance from Top Management 2.95 291 3.23
Q22 | Transparency 2.88 3.12 3.27
Q08 | Refining the Requirements 3.64 3.63 3.82
Q13 | Setting Direction 3.33 2.98 3.23
Q14 | Project Sponsorship 3.44 3.00 3.50
Q18 | Minimum Customizations 2.59 2.00 2.50
Q19 | Professional Project Management 3.43 3.65 3.30
Q23 | Vendor Commitment 3.49 3.46 3.76
Q29 | Creative Problem Solving 3.55 3.47 3.71

Source:Research Data
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Although it is reasonable to expect a correlatietwieen the intensity of the response and the
experience of the respondents related to CBS gmyjeach conclusion cannot be drawn due
to the response pattern of the respondents hawpgrience in two CBS projects, which
appears to be somewhat distorted. Except in tlse cd Transparency,this distortion
prevails over rest of the success factors, withigh lhevel of significance between the

responses of different categories of respondents.

A clear pattern of increased in intensity of ap@&an with respect to three success factors
namely Guidance from Top ManagementTransparency, Refining the Requirements
Project SponsorshipVendor Commitmentand Creative Problem Solvingand could be

seen among the responses of the respondents HaBfagroject experience above 2 years.

4.4.4 Analysis of success factors based on Awaresnad Respondents on CBS Project

Failures

Table 4.26 illustrates the level of significancdated to variances among the average
responses of different category of respondents thighr awareness on CBS project failures.
Out of the 23 success factors, eight indicate 8aanit variances between the average
responses of different categories of respondergspéhses for thBusiness Commitment
shows the highest level of significance (0.000) Brpert in the Teanshow the lowest level
of significance among the factors identified witlbstantial significance.
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Table 4.26: Level of Significance of success fackobased on Awareness of CBS Project

Failures
ANOVA Output

Based on Respondents Awareness of CBS Project Fads Ssajun;gs df S'\gﬁzr:e F Sig.
Organizational Expectations Between Groups 2.891 2.891  7.1040.008
Refining the Requirements Between Groups 0.022 0.022 0.093 0.761
Evaluating the Responses Between Groups 3.41p 3415  7.6820.006
Proof of Concept Between Groups 0.350 0.350 0481  0.489
Sharing Experience Between Groups 0.661 0.661 0.7564 0.386
End User Participation Between Groups 0.66[L 0.661 1204 0.274
Setting Direction Between Groups 0.4483 0.443 0.708 0.401
Project Sponsorship Between Groups 0.16b 0.165 0.246  0.620
Prioritizing Deliveries Between Groups 1.579 1579 2707 0.]01
Process Innovation Between Groups 1.318 1.313 1.699 0.194
Guidance from Top Management | Between Groups 6.88) 6.887  9.8650.002
Minimum Customizations Between Groups 1.77p 1.770 1615 0.205
Professional Project Management | Between Groups 4.43p 4439  8.3210.004
Competent Project Team Between Groups 1.579 1.579  4.7280.031
Dedicated Resources Between Groups 3.553 3.553  5.8540.016
Transparency Between Groups 1770 1770 2153 0.144
Vendor Commitment Between Groups 3.694 3.694  8.3910.004
Knowledge Transfer Between Groups 0.11 0111 0.205 0.587
Lessons Learnt Between Groupsg 0.854 0.8%54 0.906 0.342
External Expertise Between Groups 0.498 0.493 0.508 0.477
Supervision by the Board Between Groups 0.13f 0.137 0.1p8 0.701
Business Commitment Between Groups 8.311 8.311 13.2960.000
Creative Problem Solving Between Groups 0.111 0111 0284 0595

Source:Research Data — SPSS Output
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Table 4.27 indicates the mean values of succeser$aavhich has a significant variance

between the average responses of different catsgofirespondents. There is evidence for
increase in the intensity of rating in the caseespondents who are aware of project failures.
This scenario may occur due to their awarenesspanception on possible causes for such

failure.

Table 4.27: Success Factors Mean Values based onaeness of CBS Project Failures

Mean Values

Success Factor Respondents aware | Respondents Not aware

CBS failures CBS Failures
Organizational Aspirations 3.77 3.52
Response Matching 3.70 3.43
Guidance from Top Management 3.36 2.97
Professional Project Management 3.66 3.34
Expert in the Team 3.69 3.50
Dedicated Team 3.31 3.03
Vendor Commitment 3.82 3.54
Business Commitment 3.36 2.93

Source:Research Data

Table 4.27 illustrates that the CBS project faduexperienced by respondents identified
success factors as a critical success factor wdther category of respondents do not agreed
with two success factors. Such as, Guidance ofMapagement and Business Commitment
are identified as non critical success factorshey respondents who are not aware of CBS

project failures.

4.5 Analysis of Success Factors based on Vendor Besses

As described in Chapter 3, the sample populatiorsists of representatives from the foreign

CBS vendors. This was done to determine the petigpef the vendor on CBS projects.
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Table 4.28: Analysis of Success Factors with Vend®&erspective

Vendors Response

e SUEEEES (el Mean SD conlﬁg‘(levri;g ﬁmzr?/; at
90% Confidence Level

Q16 Process innovation 3.14 0.37796 2.9050
Q17 Guidance from Top Management 2.86 0.6900 2.4310
Q22 Transparency 2.00 1.15470 1.2821
Q26 External Expertise 2.43 1.39727 1.5613
Q7 Organizational Aspirations 3.29 0.48795 2.9866
Q8 Precision of Requirements 3.71 0.48795 3.4066
Q9 Response Matching 3.43 0.78679 2.9409
Q10 Concept at Work 2.86 1.06904 2.1954
Q11 Sharing Experience 2.43 0.97590 1.8233
Q12 End User Participation 2.57 1.27241 1.7789
Q13 Setting Direction 2.57 0.78679 2.0809
Q15 Prioritizing Deliveries 3.00 1.00000 2.3783
Q25 Lessons Learnt 2.29 1.11269 1.5982
Q14 Sponsorship 2.57 0.53452 2.2377
Q18 Embracing Technology 3.29 1.11269 2.5982
Q19 Professional Project Management 3.43 1.13389 2.7251
Q20 Expert in the Team 2.71 0.75592 2.2400
Q21 Dedicated Team 2.43 0.78679 1.9409
Q23 Vendor Commitment 2.86 0.89973 2.3006
Q24 Knowledge Transfer 3.14 1.06904 2.4754
Q27 Supervision by the Board 2.57 0.7867¢ 2.0809
Q28 Business Commitment 2.29 1.11269 1.5982
Q29 Creative Problem Solving 3.43 0.53452 3.0977

Source:Research Data




Table 4.28 shows the vendor perspective relatedesuccess factors on CBS selection and
implementation process. At the mean value leveidee representatives have identified nine
critical success factors. Compared to the bankdrs mave selected Thirteen (13) success
factors out of a list of twenty three (23) as cat| vendor representatives have identified
only two success factors at 90% confidence levamely Refining the Requirements

(3.4066) andCreative Problem Solving3.0977). Bankers too have identified these as

critical success factors.

Vendor’s perspective need not be the perspectivihefbank or vice versa as they are on
opposite sides of the project. Due to the fewer memof respondents, inferences cannot be
made related to the vendor’s perspective and ifanptdtey may be biased. It was found that
the Process Innovationwill become a critical success factor at a confaelevel of 60%

and none of the other success becomes a criticatss factor above three even at that level.

4.6 Analysis of Critical Success factors Related t8election Process

According to the conceptual framework defined iremier 3, six key perceptions were
identified for the selection of core banking systehmere were thirteen success factors
defined to determine critical success factorstier@€BS selection process.

Table 4.29: Ranking of Critical Success Factors fo€CBS Selection Process

Level of Significance related to Socio-Demographic
Lower boundary Of Attributes Of the Respondents
- the confidence
Critical Success Factor interval at 90% Role of Banking No. of CBS | Awareness
Confident Level played in Industry Projects of CBS
the Project | Experience Involved Failures
Refining the Requirements 3.669 0.197 0.151 0.011 0.761
Organizational Expectatiors 3.512 0.876 0.027 0.522 0.008
Evaluating the Responses 3.429 0.094 0.061 0.338 0.006
Project Sponsorship 3.274 0.000 0.003 0.000| 0.620
Setting Directions 3.117 0.000 0.110 0.036 0.401
Transparency 3.014 0.153 0.003 0.016 0.144

Source:Research Data
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Table 4.29 illustrates the summary of analysisteeldao CBS selection process with the
lower boundary of the confidence interval at 90%(fmence level and significant variances
related to the socio-demographic factors. Six dulhioteen critical success factors have been
identified by the respondents as critical with sosignificant variances among the socio-

demographic factors.

Respondents have ranked tRefining the Requirementhaving a value of 3.669 as the
lower boundary of the confidence interval at 90%fmence level) as the most important
critical success factor. Significant differencesopinion could be observed for this critical
success factor among the socio-demographic groupinthe respondents in relation to
number of CBS projects they were involved in witean values of 3.64, 3.63 and 3.82 for
the 3 categories under this socio-demographic gngupghe mean values clearly indicate
that the success factor has been identified asatritrespective of their socio-demographic

attributes.

Respondents have ranked theganizational Expectationghaving a value of 3.512 as the

lower boundary of the confidence interval at 90%fizence level) as the second most
important critical success factor. Significant difnces of opinion could be observed for this
critical success factor among the socio-demogragiuapings of the respondents in relation
to their banking industry experience and also eeldab number of CBS projects they were
involved. In the case of four categories relatedh® banking experience grouping, mean
values were 2.86, 3.60, 3.59, and 3.61. Only tepamedents in the category of having less
than two years of banking experience failed to fifgthis success factor as critical. Rest of
the categories in this group more-or- less havé&e@rihis success factor as a critical one

with almost similar weight.

Having a value of 3.512 as the lower boundary efdbnfidence interval at 90% confidence
level, Evaluating the Responsebhas been selected as the third most importantairit

success factors related to the selection procegsifi§ant differences of opinion could be

observed for this critical success factor among sheio-demographic grouping of the
respondents in relation to number of CBS projdety twere involved with mean values of
3.82, 3.70, and 3.43 for the 3 categories undargbcio-demographic grouping. The mean
values clearly indicate that the success factorbees identified as critical irrespective of

their socio-demographic attributes.
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Project Sponsorshiphaving a value of 3.274 as the lower boundary ef ¢bnfidence
interval at 90% confidence level was consideredhasfourth critical success factor in the
order of importance related to CBS selection prec&gnificant differences of opinion
could be observed for this critical success faatapng the socio-demographic groupings of
the respondents related to their banking induskgyegence, related to number of CBS
projects they were involved and also on the rolagga by them in the project. Mean values
related to the groupings based on role playedermptioject by the respondents are 3.68, 3.30,
and 3.16, whereas those related to the groupingsdban banking industry experience are
2.86, 3.07, 3.17 and 3.50. Mean values relatetig@toupings based on number of projects
involved are 3.44, 3.00, and 3.50. Except in theeaaf respondents with banking industry
experience less than two years, rest has unanisnadeshtified this as a critical success
factor.

Setting Directionhaving a value of 3.117 as the lower boundarhefdonfidence interval at
90% confidence level has been selected as thediitital success factors in the order of
importance. Significant differences of opinion abude observed for this critical success
factor among the socio-demographic groupings ofréispondents related to number of CBS
projects they were involved and on the roles plaggdhem in the project. Mean values
related to the groupings based on role playederptbject by the respondents are 3.37, 3.45
and 2.99 (Team members) and the mean values retatbd groupings based on number of
projects involved are 3.33, 2.98 (two projects)] &23. Only the Project Team Members
category and the category of respondents havimghiad in two projects have failed to

identify this as a critical success factor whenmess have ranked it as critical.

Transparencyhaving a value of 3.014 as the lower boundaryhef donfidence interval at
90% confidence level has been selected as theréistl success factor related to the CBS
selection process. Significant differences of aminicould be observed for this critical
success factor among the socio-demographic grosiihthe respondents in relation to their
banking industry experience, and related to nundfe€BS projects they were involved.
Mean values related to the groupings based on #mkitg industry experience of the
respondents are 3.57, 3.00, 2.72 (5-10 years), 3aBd, whereas those related to the

groupings based on number of projects involved®88 (only one project), 3.12, and 3.27.
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Based on the above analysis, the critical elemfenthe CBS selection process can be listed
as Refining the Requirements, Organizational Expectatis, Evaluating the Responses,

Project Sponsorship, Setting Directicend Transparency

4.7 Analysis of Critical Success Factors Related t6BS Implementation

Process

Table 4.29 illustrates the summary of analysisteeldao CBS selection process with the
lower boundaries of the confidence interval at 9@¥fidence level and significant variances
related to the socio-demographic factors. Ten dusixteen thirteen success factors have
been identified by the respondents as critical veitime significant variances among the

socio-demographic factors.

Table 4.30: Ranking of Critical Success Factors foEBS Implementation Process

Lower Level of Significance related to Socio-Demographic
boundary of Attributes of the Respondents
Critical Success Factor thi?“c;?\r;;ild eartlce Role of Banking | No. of CBS | Awareness
90% Confident | Played in Industry Projects of CBS
Level the Project | Experience | Involved Failures
Vendor Commitment 3.539 0.006 0.140 0.004 0.004
Creative Problem Solving 3.534 0.232 0.676 0.047 0.595
Competent Project Team 3.489 0.494 0.333 0.089 0.031
Knowledge Transfer 3.466 0.141 0.579 0.773 0.589
Professional Project Management 3.342 0.248 0.142 0.016 0.004
Project Sponsorship 3.274 0.000 0.003 0.000 0.620
Setting Directions 3.117 0.000 0.110 0.036 0.401
Prioritizing Deliveries 3.090 0.059 0.781 0.195 0.101
Dedicated Resource 3.017 0.038 0.478 0.710 0.016
Transparency 3.014 0.153 0.003 0.016 0.144

Source:Research Data

Vendor Commitmentas been identified as the most important critcaicess factor related

to the implementation process, with a value of 8.88 the lower boundary of the confidence
interval at 90% Confident Level. Significant diféeces of opinion could be observed for

this critical success factor among the socio-derquigic groupings of the respondents in
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relation to roles played by them in the projecke thumber of CBS projects they were
involved, their awareness of CBS project failureean values related to the groupings
based on role played in the project by the respatsdare 3.76, 3.68, and 3.47 whereas those
related to the groupings based on number of CBf@respondents were involved are
3.49, 3.49, and 3.46. Mean values related to tbepgings based on the awareness of CBS
project failures are 3.82 and 3.54. Despite hawimificant differences in responses, all

categories of respondents have ranked this asi@tsuccess factor.

Creative Problem Solvingvith a value of 3.534 as the lower boundary of ¢befidence
interval at 90% Confident Level and a significasatriance related to socio-demographic
groupings of the respondents with respect to timiolvement in CBS project have been

selected as the second most critical success fattded to the CBS implementations.

Experts in the Teamwith a value of 3.489 as the lower boundary of¢befidence interval

at 90% Confident Level and a significant varianelated to socio-demographic groupings of
the respondents with respect to their awarene€B& project failures have been selected as
the third most critical success factor relatedn® €BS implementations. The mean values
related to this grouping are 3.69 and 3.50, whiuticate that despite having significant

variation between the mean values, both categbties strongly identify this as a critical

success factor.

Knowledge Transferwith a value of 3.466 as the lower boundary of¢befidence interval
at 90% Confident Level has been ranked as theHawitical success factor. No significance

variances were observed among the different caegof respondents.

Professional Project Managemertias been identified as the fifth most importantical
success factor related to the implementation pha#th, a value of 3.342 as the lower
boundary of the confidence interval at 90% Conftdeevel. Significant differences of
opinion could be observed for this critical succésstor among the socio-demographic
groupings of the respondents related to the nurob@BS projects they were involved and
their awareness of CBS project failures. It waseoled that mean values of all category of
respondents in these categories are well abovehtteshold of making it a non-critical

success factor.
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Sponsorship, Setting Direction and Transparensyccess factors were identified as sixth,

seventh and tenth critical success factors resfadgtin order of importance. These factors

which are common to both selection and implemesrtagihases, were discussed under the
critical success factors for CBS selection phase.

Prioritizing Deliverieswith a value of 3.090 as the lower boundary of ¢befidence interval
at 90% Confident Level has been ranked as thefemittcal success factor. No significance
variances were observed among the different catgyof respondents.

Dedicated Teamhas been identified as the ninth critical succesdof related to the
implementation phase, with a value of 3.017 adder boundary of the confidence interval
at 90% Confident Level, just crossing the threshadtlie of 3. Significant differences of
opinion could be observed for this critical succésstor among the socio-demographic
groupings of the respondents in relation to thes@layed by them in CBS projects and their
awareness of CBS project failures. Only the Projeim Members have failed to identify
this as a critical success factor, where as the akshe categories of respondents have
identified this as a critical success factor.

Based on the above analysis, success factors naméndor Commitment, Creative
Problem Solving, Competent Project Team, Knowledbensfer, Professional Project
Management, Project Sponsorship, Setting DirectioBrioritizing Deliveries, Dedicated
Resourceand Transparencycould be finalized and confirmed as critical suscistors for

the CBS implementation process.
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4.8 Summary

In this chapter, the research data was analyzedoeesknted. Critical success factor were
initially identified based on the mean value of B more and refined using the lower
boundary of the confidence interval at 90% confaetevel for enhanced acceptability.
Using one way ANOVA, level of significance betwettre categories of respondents under
various socio-demographic groups were determineldsancess factors having high level of
significance were analyzed in detail to identifyspible deviations or distortions, which may
render success factors recognized as critical,gbeion-critical. Based on the analysis,

success factors selected by the respondents iaslonere further confirmed.

Following the analysis, six success factors reldte@BS selection phase and ten success
factors related to CBS implementation phase weeatified as critical. Out of the sixteen
critical success factors identified, 3 factors wesenmon to both selection & implementation
phases of the CBS projects. Therefore, out of al tot 23 success factors identified in
relation to CBS project success, 13 factors haes lidentified as critical for the success of

CBS projects.
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Chapter 5

Discussion

5.1 Introduction

This chapter presents the discussion of resultardrfiiom the data analysis. Discussion
begins with CBS selection and implementation preegswith critical success factors
identified in previous chapter. Thereafter predkatcritical success factors of CBS selection
and implementation for local commercial bankingteah Each CSF is discussed in relation

to the prevailing literature.

5.2 CBS Ciritical Success Factors

Out of twenty three success factors sixteen sucfagsrs have been identified by the
respondents as critical success factors. Out ¢éesixCSF’s six (6) CSF’s are related to the
selection process and ten (10) are related tontpdeimentation process. Out of the sixteen
(16) CSF’s three (3) CSF’s are common for both gsses.

Following six (6) CSF's related to selection pracésve been identified by the respondents

which are listed in the order of importance asaeléby them.

Refining the Requirements
Organizational Expectations
Evaluating the Responses
Project Sponsorship

Setting Direction

-~ ® a0 T p

Transparency

Following ten (10) success factors have been ifiedtas CSF’s related to Implementation

process by the respondents, which are listed iottier of importance as selected by them.

a. Vendor Commitment

b. Creative Problem Solving
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Competent Project Team
Knowledge Transfer

Professional Project Management

-~ ® o o

Project Sponsorship

Setting Direction

5 Q@

Prioritizing Deliveries

Dedicated Resources

J.  Transparency

Following CSFs are common for both CBS Selectiamh lamplementation processes.

a. Project Sponsorship
b. Setting Direction
c. Transparency

Following ten success factors have been identiiedmportant for the success of CBS

projects, but have not been identified as CSFHhbydspondents.

Table 5.1: Success Factors not identified as CSF's

s e VIV Lower Boundary of Confidence

Interval at 90% Confident level
Process Innovation 3.05 2.9573
Proof of Concept 2.92 2.8303
End User Participation 2.96 2.8819
Sharing Experience 2.52 2.4214
Lessons Learnt 2.52 2.4178
Business Commitment 3.04 2.9547
External Expertise 2.62 2.5163
Minimum customization 241 2.2996
Guidance of Top Management 3.07 2.9804
Supervision by the Board 2.70 2.5990

Source:Research Data
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None of these success factors have been identifiedhe respondents as “Somewhat

Important”, “Least Important” or “Not at all Impamt” for the CBS projects.

5.2.1 Project Success Measurement Criteria

The primary goal of any IT projects would be to indlkee business objectives by
implementing a suitable software package. Bha@iD®), Somers and Nelson (2001) have
mentioned in their research work the importancehaving clear success measurement
criteria to evaluate success of IT projects. Ptojdanagement Body of Knowledge (2004)
indicates that completion of a project achievingjgct objectives and goals within the
agreed time frame, and within the budgets at tleessful completion of the project. The
possible reasons for the change of success meamsnirenteria would be the cultural issues,
resistant to change, regulatory requirements, Ibaainess practices and unique operational
procedures in the banks. It was observed that tvbemk objectives and end users
expectations having slight mismatch. Lewis (2008ntioned that the lack of clear vision on
what success would be like when completion of thpléementation would be one of project

failure factor.

The research outcome related to measurement oéssicf a project differs from that in
relation to the definition in the PMBOK and the dhies of other researchers. In excess of
79% of the respondents have identified Improvedckeiicy, End User Satisfaction, and
Reduction of Operational Complexity as the threenniactors in measuring success of a
project which are more or less related to orgamimat objectives expected out of the
project. Only 14.72% have appreciated completiorthef project within the agreed time
frame as an important factor for measuring thegmtoguccess. Surprisingly, mere 2.69% of
the respondents have identified completion of ttogept within the budgets as a criterion for

measuring success of the project.
The research outcome shows that the identifiedesgscmeasurement criteria are more or less

related to the project objectives. It is diffictdt measure the extent of achievement as they

are more or less qualitative and perceptive, whely vary from one individual to another.
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In the case of project managers, in excess of 849 fdentified Improved Efficiency, End
User Satisfaction, and Reduction of Operational @lewity as the three most important
criteria for measuring success of the project wagré2% and 3% of the project managers
have identified completion of the project withiretagreed time frame and completion of the
project within the budgets respectively within tteee most important factors measuring
project success. However, 21% of the Senior Marsagied 11% of the team members have
indicated timely implementation among the three tmigortant factors measuring project
success. Only 1% of the Senior Managers and 4% efTeam Members have included
completion of the project within the budgets amtmg three most important factors related

to measuring the success of the project.

The results do not agree with the expectation éncifise of the Project Managers as primary
responsibility of a Project Manager is to compléte project within the project scope, time
and budget. (Project Management Body of Knowle@§®4) In general Project Managers
have triple constraints such as project scope, ame cost. Project quality is affected by
managing these three factors. High quality projeetisver the required product, service or
result within scope on-time and within budget. Télationship of these factors is such that if
any one of these factor changes, at least onehafr dactor is likely to be affected. The
project managers in this instance have failed &ntifly this “Triple Constraint” to be the
success measurement of CBS projects. This may betauheir not being professional

project managers or their inexperience in margafjirprojects.

There is a strong possibility of appointing a semeember of the Bank, who is not a
professional project manager to manage CBS progectehalf of the Bank. As a result, they
fail to appreciate importance of the real projeetnagement and may be subject to influences
from various stake holders of the project hence at#quately independent to make right
decisions. This is further confirmed by the simtlarof thinking patterns of the Project

Managers and the patterns of Senior Managers aaich Members.

As a results of not identifying completion of theoject within the agreed time frame and
completion of the project within the budgets asriéexdon for measuring success of the
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project may result in time and cost overruns, tyiipgbusiness resources for long durations
than anticipated and vendor losing interest in fmeject. This could be a result of
concentrating more on factors such as user saimfiaamproved efficiency and reduced
complexity, which may result in scope-creep leadimgxtension of project duration. As a
result, cost overrun too would take place, not emtion the opportunity cost associated with

delays.

This is further proved by respondents ranking ErsgrUSatisfaction as the second most
important criteria for CBS projects success measarg. This implies that the project

completion may largely depend on the end usersfaation in the backdrop of respondents
failing to identify End User Participation, Prodf@oncept and Minimum Customizations as
CSFs related to CBS projects. There is a possiblemaich in the project success

measurement criteria and CSF's.

5.2.2 Awareness of CBS Project Failures

Out of Total respondents 20% of the respondente awemare of CBS project failures in local
commercial banks in Sri Lanka. Further analysiseaded that 25% of Project Managers,
24% of Senior Managers and 15% of Team Member<atidg such awareness on CBS

projects failures.

Out of the respondents who have experience in GBfRqis, 27% of the Project Managers,
30% of the Senior Managers and 21% of the Team Mesnave indicated being aware of
CBS project failures in Sri Lankan commercial benRamkumar (2004) mentioned that
approximately 20% of IT projects failed without &hng corporate goals. This seems to be
valid in the case of CBS project in local commdrb@nks given the fact that banks do not
consider timely completion of the project and coatiph of the project within the budgets as

important criteria for project success.

In reality, and going by the PMBOK definitions, aat number of CBS project failures in
local commercial banks could be much higher thanitidustry benchmark (40%) and that
was indicated by the respondents. This confirmsettistence of an issue and the validity of
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the problem statement “Local commercial banks neetng desired objectives during

agreed timeframe and budgets from the CBS projects.

Lessons Learnt and Sharing Experience have notideatified by the respondents as CSF’s
related to CBS projects. Respondents, specificley Project Managers and the Senior
Managers were aware of CBS project failures inL&rikan commercial banks yet have not
considered that learning would help in reducing pussible project failures. This may

possibly be due to cultural aspects prevalentisighrt of the world.

Ramkumar, (2005) has mentioned that the past legmiould be beneficial for the IT
projects. Lewis, (2002) has indicated that lackvdfingness to do lessons learnt causes the

software implementation project failure.

5.2.3 Organizational Objectives

Under usual circumstances, a bank decides to meptaccurrent CBS after evaluating all
possible scenarios due to the size of the invedtianah risks associated with such projects.
This includes how IT strategy can be aligned whik business strategy in achieving the
business objectives of the bank. The research mécandicates Organizational

Expectationsas a critical success factor.

This implies that clear vision and business strateguld be the crucial factor before the
selection of CBS package. Bhatti (2005), Akkermamd Helden, (2002) have identified that
clear goals and objectives were important to glB® projects, where the current research

outcome agrees with their findings in case of CBgqets.

The first phase of a typical software project sdocbmmence with a conceptualization of
goals and the ways to accomplish the identifiedsgoEhere could be many changes in an
organization during an implementation of an IT podj CBS implementation needs to be
considered as a business initiative rather thalT anitiative. Lewis (2002) mentioned that
competing changes in the organization as a caus®ftware implementation project failure.

The CBS projects may take even up to two yearsadusihich the scope of the project may
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change. Therefore, it is important to evaluate ithpact on the project before any drastic

changes in the organization strategy is made duhi@gluration of the project.

Process Innovatior(business process re-engineering) has not beatifidd as a CSF by the
respondents. This may lead to loss of opportunmitymiproving existing processes using
features and facilities offered by the new CBS.rgseay oppose such transformation due to
various reasons, which include their resistancehtinge, fear of losing their importance and
the job security. It was revealed during the fogusup interviews, that project objective and
goals though discussed among the senior levels@reommunicated properly to the rest of
the staff. As a result, there is a possibility oflaisers having different expectations out of
the project. Given the fact that end-user satigfadbeing considered as important criteria in
measuring the project success, this may lead t@anazgtion not achieving its project

objectives.

5.2.4 Evaluation Process

Ramkumar (2005) has identified proper businesssasdn important factor of the effective
CBS selection. Hence, properly documented requingsn@&FP) enable the bank to use it as
the primary criteria to evaluate the proposed C8f8mare and to identify the best fit during

the selection process. The respondents have igehtiefining the Requirements and

Evaluating the Responses as CSFs. Business straibggtives, and requirements of the
bank should be clear to all stakeholders who arelwed in documenting the requirements.
Experts out of the end-users representing all fanat units across the bank, who are
affected by the change of CBS, need to get involagateparing the equipments, evaluating
the responses from the vendor and in the POC. &iuitttis is an important and relevant in the
local commercial banking context given that the-aadr satisfaction is one of the important

factors in evaluating project success.

According to Akkermans and Helden (2002) crossdfional inputs in preparing the

requirements was a key factor for the successfof/are project. This is possibly due to the

fact that there is always a possibility to revise tequirements of the bank in relation to the

project (altering the scope of the project) evenrgduthe implementation stage to cater to

such requirements, which is a good example of scopep (Project Management Body of
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Knowledge, 2004). As a result, projects may experecost and time overruns. However,

the respondents have failed to identtiyd User Participationas a CSF in this instance.

Although Ramkumar (2005) pointed out that 20% ofpidjects do not meet the business
requirements and he suggests that Proof of Con@C) as a critical factor during the
selection of CBS. However, the respondents inrésgarch are of the view that POC is not a
critical success factor. Under usual circumstanttes,end users are involved in reviewing
the POC. If a POC is not done, it may finally affdee end-user satisfaction or may lead to
heavy customization or if there is a differenceiger expectations and the system selected. If
either is not desirable first it may lead to fadwf the project whereas the latter results in

extension of project duration, resulting in cos¢@un.

As a result, banks could incur indirect costs, oppoty costs, and unanticipated resources
utilization etc., during CBS projects. Extendinge throject duration leads to many issues
such as restriction on organization growth, contpepressure, increase of cost and lack of
enthusiasm from the stakeholders, including endsused the vendors.

5.2.5 Top Management Support

Akkermans and Helden (2002) has identified Top Mg@naent Support as a CSF for ERP
projects. Many other researchers including Bhgq20)05), Somers and Nelson (2001),
Ramkumar (2004), Lewis (2003), and Sirivastava 80tave identified the importance of
Top Management Support for the success of softpeojects. Out of the Senior Managers,
30% have indicated that they were aware of CBSeptdpilures in Sri Lankan commercial
banks.

Three success factors, Setting Direction, ProjgmnSorship and Business Commitment
have been grouped under the Top Management Sujopdhte purpose of this research. Out
of the three, Setting Direction and Project Sposisiprhave been identified as CSFs whereas

Business Commitment has not been identified aska CS
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The analysis of data indicated Business Commitn@etan - 3.04, lower boundary of the
confidence interval at 90% confidence level - 2.954as narrowly failed to be identified as
a CSF. CBS projects are business projects, whieblerbanks to grow, improve service
levels and be competitive in the markets they dper@herefore, the Commitment and
Binding of the Business Heads is an important fact® the end users of the CBS are
involved in many aspects of the project includimgpgaration of business requirements,
evaluation of the software, aligning business psses with the system (gap analysis), testing
the systems and even signing-off the user acceptdrack of Commitment and Binding of
the Business Heads may lead to issues relatedomatbn of resources and prolonging the

project duration due to their pressure leadingetamvy customization.

5.2.6 Effective Communication

Akkermans and Helden (2002), and Bhatti (2005) hadécated efficient communication
between the stakeholders as a critical successr faetERP projects. The respondents in this

research have validated the importance of this@SFfor CBS projects as well.

Effective communication between the stakeholdersmportant for the transparency of
decisions as well as to synchronize the stakeh®leeth respect to their expectations.
Effective communication reduces the misunderstandatween the stakeholders, hence
disputes. Project Manager takes the centre stadgsseminating required information to the
stakeholders via various meetings and reports. ilnportant to have a single source for the

purpose of project communication.

5.2.7 Project Management

Project Management is a key aspect of CBS impleatient process. Planning the
implementation, assessing resource requirementsagireg issues and project risks, liaising
with the vendor and completing the project, achngvproject goals and objectives to the
satisfaction of stakeholders and completing thgegtawithin the scheduled time and within
the budget are the responsibilities of a projechagar. Project Management in a CBS

implementation is a complex task, a full time j@guiring a professional project manager.
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Fortune and White (2002), and Akkermans and Hel(®602), in their research have
identified the importance of experienced full tippeject managers for the success of IT

projects.

The respondents in this research too have idedtifid-ull time, Experienced Project
Manageras a CSF for the CBS Implementation process. Horyéle response patterns of
the project managers among the respondents suthgedihey are not professional project
managers or if they are professional project marsagleey seem to have limited authority,
are heavily influenced by the stakeholders from ®&nk, and are not adequately
independent in managing the projects. Focus gnotgoviews also confirmed that the project
managers in CBS projects are senior bank staff mrawher from the IT division or from
Business. As a result, they may put a lot of efforappeasing the stakeholders instead of

managing the project professionally.

Ramkumar (2005) has indicated that, not all requéts are equally important, and some
requirements could be more critical than the rest bhence the need for prioritization.
Prioritization of Deliveryis a crucial aspect of an IT project, where thaelarge numbers
of localization/customization take place. Depending business criticality of the
customization delivery could be staggered, som@ egepost go-live deliveries. This would
enable the project to be completed within the etqueperiod without delaying it pending

delivery of some non-critical requirements.

In the backdroMinimum Customizationshas not been identified as a C®Fipritization of
Deliveryhas been identified as a CSF by the respondetitgsofesearch. Hence, this being a
CSF has a strong rationale where they were tryongotmpensate completion of the project
on schedule without compromising on the requiremeribritizing the delivery would ease-
off the pressure on the vendor to deliver large Inemof customizations within a practically
unrealistic period. If the delivery is pressed witthe project duration, it would be probably
achieved at the cost of the quality of deliveryvési the fact thaEnd User Participation
andthe Commitment of the Business Heattsive not been identified as a CSF, prioritization

of requirements could run in to difficulty due toetrequirement of the end-users, and the
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business heads approval as they are the stakebaltfected due to the prioritization of the

requirements for delivery.

Having a dedicated project team, which comprisecaipetent and open-minded team
members would be extremely useful during the imgletation stage of the selected CBS.
Bates (2004), Bhatti (2005), and Akkermans and b&teld2002) have indicated that
Competent Project Team and Dedicated Resource$hs for IT projects. Respondents in
this research seem to have appreciated thesedaddhey have select€@bmpetent Project
Team Dedicated Resourcesnd Positive Thinking and Open Mindedness of the Prdjec
Teamas CSFs contributing for the success of CBS pi®jdicthe resources were dedicated
to the project, they would be committed to the @cbjand their only interest would be to
complete the project successfully. Further, therfgrmance evaluations would be directly
linked to their performance in the project, whichl wmotivate them to complete the project
in a positive note. Positive thinking and being mp&nded will enable them to find creative
solutions for complex issues during the project,iclwhcannot be resolved by thinking
conventionally. Therefore, all these factors arpanant for the successful completion of the

CBS projects.

5.2.8 Vendor Commitment

In the case of a CBS project, vendors and the besfk®sents two sides of the same coin.
Banks opt to maximize the benefits out of the proyehile the vendors try to maximize their
profits from the project. Vendors make various pisea and agree on numerous concessions
during the selection phase to win contracts, whiehworth multi million dollars. Banks on
the other hand bargain on pricing and negotiateviyean terms and conditions, which
appear to be beneficial to them. The outcome o$dhoould be the compromise on the
quality of delivery during implementation phase the vendors trying to cut corners to
maintain their profit margins. Hence, the contrast®d to have win-win position for both
banks and vendors. If that is not the case andsbhe&ome inflexible and insist on delivery
to the letters of the contract, vendors too wiltdrae inflexible, and may lose interest on the

project halfway through. In such situations, thejget duration will have to be extended.
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Extending the project period would not be benefitiaboth parties as there will be budget

overruns and loss of opportunities for both sides.

In reality, the vendors and their implementatiearhs manage the CBS implementation
projects. As a result, banks have to largely dependthe vendors for the successful
completion of the project. Though the parties agne¢he terms, conditions, and deliverables
at the time of signing the contract, contingencies/ crop up requiring corrective measures
beyond the printed letters of the agreements. dntee project is abandoned halfway,
maintaining amiable relationship with the vendoa ilng-term requirement, specifically for
the post live period during which banks have tovilgadepend on their support. Thus,
mutual understanding and flexibility of the parteee extremely important in such instances.
An independent professional project manager reptiegethe bank would be best positioned
to accomplish this delicate balancing act in otdecomplete the project successfully. Quite
correctly, the respondents have identifisshdor Commitmengas the most important CSF of
all CSFs.

Somers and Nelson, (2001) and Akkermans and He{@802) in their research have
identified vendor support and commitment as a G8RHe success of ERP projects. Bhatti
(2005), Somers and Nelson (2001) have identifiextgss Innovation as a critical success
factor for FRP projects. Amarasinghe (2008) recomhed that the Minimum
Customizationwould be the important aspect when implementingkage core banking
software. He has further pointed out that the bamsnot meet the required goal and
struggled to complete the project due to scopepcrégom the vendors’ perspective,
customizations could lead to cost and maintenampéigations. Hence, they try to minimize
customizations. Banks on the other hand try to mae customizations rather than adapting

to the new software. In this process, they migbkélthe flexibility offered by the system.

Bhatti (2005), and Holland and Light (1999) haventified the end user training as a CSF
for ERP implementations. The respondents in thiseaech have identifie€End User

Training as a critical success factor. It was revealedndutine focus group interviews that
knowledge transfer to end users could be done ttirby the vendor to the end-user or

vendor to the selective group of trainers, whoumtwould train the end-users for this
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purpose. Few membenms the focus group revealed that they were awarprojects whict
have had some key issues after g-live due to unsatisfactory end user traini

5.2.9Proposed Frame Work

This research presents an effective operationatdveork (Figure 5.1) for CB'projects in
Sri Lankan LCBs.The foundation of the proposed framework is basedthe Critical

Success Factordentified through this researc

Project Success

(Based on Success Measurement Criteria)

Figure 5.1: Core Banking System Selection and Implementation Frame for Local
Commercial Banks in Sri Lanka
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5.3 Summary

As the outcome of the survey, thirteen CSFs haea Identified in relation to CBS projects
in Sri Lankan commercial banks. Respondents haledfto identify 10 success factors as
CSFs out of a list of 23. This chapter criticallyakiated the selected CSFs and their impacts
on the project. Further analysis has been mad&é®success factors, which have not been
selected as critical and their impact on the ptojec
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Chapter 6

Conclusion and Recommendation

Delivering a profitable banking service is a sigraht challenge for the eleven Sri Lankan
commercial banks targeting about a 20 million papah. Apart from the competition
among them, they face competition from the Sri laanloperations of well-established
foreign commercial banks that have the backinghefrthead offices, which are capable of
investing in appropriate technology. At presentksamarket similar range of products with
different positioning to the identical set of custrs, where differentiation is more or less
based on the technology supporting the bankingesyst Therefore, the CBSs play a vital
role to meet customer expectations with innovapikeducts, superior service levels, and the
demand for speedy error - free transaction proegssi

There are some key drivers related to businesssfoanation. They have assumed
considerable significance for local commercial lmrduch as higher operational efficiency,
the ability to tap into new sources of income, abdity, innovation, agility and rapid time-

to-market, harmonization of enterprise-wide proesssa proactive approach to risk
management and regulatory reporting, and most itaptly, higher return on investments of
their IT infrastructure. The latest CBSs could Heaively and profitably implemented with

a high degree of automation in both front officel dack office. Investing on proper core
banking solutions for transformation require cruaigcision making on selecting right

products, right timing and right partners.

6.1 Conclusions

Analysis of data indicates that approximately 25¢0C8S projects in local commercial

banks fail to achieve desired project objectivetieWthe projects are evaluated against the
accepted project management practices, numbeogqgbifailures could be more than that as
majority of the CBS projects in local commerciahka have had time & cost overruns as a

general norm.

Following specific conclusions have been made baseitie outcome of this research.
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6.1.1 Critical Success Factors for CBS Selection étess

Objective One:*“Identify critical success factors related to thiest®on of CBS to meet the

desired objectives of the bank”.

Six Critical Success factors were identified rafate the CBS selection process covering
four key perceptions and aspect of attributes. Réne perceptions and aspect of attributes
namely Organizational Expectations, Refinancing the Regements, Evaluating the
Responses, Project Sponsorship, Setting Directiord & ransparencyidentified as CSF’s

related to CBS selection process.

However, there were two key perceptions and aspkettributes namelyPast Learning

and External Expertisewhich have not been identified as critical sucdassors.

6.1.2 Critical Success Factors for CBS Implementain Process

Objective Two:*To identify the critical success factors relatedmplementation phases of

CBS project to achieve the desired project objestand outcomes”.

Ten critical success factors were identified relate the CBS Implementation process
covering four key perceptions and aspect of attekbuThe key perceptions and aspect of
attributes namelySetting Direction, Project Sponsorship, TranspargncPrioritizing
Deliveries, Creative Problem Solving, CompetenceojBct Team, Professional Project
Manager, Dedicated Resources, Vendor CommitmentoWledge Transferidentified as

CSF's related to CBS implementation process.
Here also, two key perceptions and aspect of ategonamelfExternal Expertise(common

to both Selection and implementation procesaeasl) Monitoring have not been identified as

critical success factors for CBS projects.
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6.1.3 Proposed Framework for CBS Selection and Impmentation for Local
Commercial Banks in Sri Lanka

Objective Three“To propose a general framework and unified deguodelines useful for

Sri Lankan commercial banks related to selectioth iamplementation of

CBS based on the identified critical success fachmid issues”

The need for improved Selection and Implementgbimtesses of CBS has been emphasized
in this research. Sri Lanka commercial banks haententhusiastic in embracing and taking
advantage of new developments in technologies it gaompetitive advantage in highly

challenging markets with complex customer requinetse

Organizational strategy forms the basis for IT tefgg and the IT strategy indicates the
requirements for changing the CBS to meet the Qzg#Honal objectives. Business
requirements flow from the overall organizationddjextives and proposed IT strategy.
Selection of a CBS solution shall primarily resttbe extent of match between the identified
business requirements with the functions, featares facilities available in the proposed

system which discussed in previous chapter (Figutg
Having a Professional Project Manager and a Compé&mject Team are critical for the
success of the project. Effective Project Managéraad Vendor Relationship Management

are important contributory factors for the sucaasthe project.

Top Management Support and Direction and, Effec@oenmunications are two important

aspects of the project required during all stageseoproject.

In order to measure the success of the projecs, ilnportant to have a Project Success

Measurement Criteria.

The above framework developed based on the indeohtdSFs related to CBS projects in Sri
Lankan LCBS, indicates the relationship betweein @d¢he above.
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6.2 Recommendations

The following recommendations are made in ordegrtbance the effectiveness of the CBS

selection and implementation processes in Sri Lahkeensed Commercial Banks.

6.2.1 Recommendations for CBS Selection

Having Clear Organizational Objectives

Organizational strategy forms the basis for theniffastructure and the functional
capability requirement for a CBS. Therefore, hawtear organizational objectives is
of paramount importance. It will enable the bankh#&ve an IT strategy aligned with
the business strategy. Following guidelines wikisisthe banks in identifying the

organizational requirements clearly.

a. Clear identification of broad organizational objees, goals, and business models
based on the Business Strategy of the bank shalbhe as the first step of the
CBS selection process. Minimum of a five-year wwdshall be taken in to

account when doing this exercise.

b. ldentified organizational objectives and goals khalconverted in to operational

business goals and targets, which could be usefigveloping the IT Strategy.

c. IT strategy shall be developed and documented basethe operationalized
business goals. Current and anticipated technabgidevelopments, IT
infrastructure requirements, sizing and capabi@guirements of systems based
on the business strategy, regulatory requiremeetgiirements to integrate with
other systems and the service delivery channelk ioé@nds to put into operation
within the planned window etc., shall be taken m donsideration when

developing IT strategies.

133



Developing Clear Business Requirements

Developing clear business requirements is an imaporactivity in the process of

identifying a suitable CBS. Clearly documented bass requirements enable the
bank to identify a CBS, which closely matches with requirement, avoiding

possible issues such as scope creep, loss of ifigxilbugs, and future upgrade
issues, which could extend the project durationraalle matters complex. Following
guidelines will assist the banks in developinghisiness requirements clearly.

a. Development of the business requirements shall dree dbased on the current
business requirements, operationalized businesks goal objectives, delivery
channels and integration required with other system

b. Cross-functional experts from business and busiresalysts from the IT

department should get involved in preparing theliregnents.

c. Requirements shall be documented in detail as magbossible and all business
areas and functionalities, which the bank thinkscal, shall be included in the

requirements document.

d. Based on the documented requirement and on thditépa of the current CBS,
bank may decide whether to upgrade the existing 6B&place it with a new
CBS.

Vendor Selection

Selecting an appropriate CBS, which can cater ¢orélguirements of the bank, is a
decisive factor in any CBS project. Capability bé tvendor of the selected CBS in
implementing the system is equally important to entlie implementation a success.
Following guidelines will assist the banks in séleg the appropriate vendor for a
CBS.
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. Primary consideration in selecting the CBS shalpiven to the closeness of

the proposed system to the requirements.

. This could primarily be done on the responses efwindors to the RFP. A
scoring mechanism could be developed to ascertanctosest-fit to the

requirement out of the proposed solutions.

. Once the vendors are shortlisted based on the ahbdseadvisable to inform

the vendor to perform a Proof of Concept (POC). Rf0dld be done either
by installing a model system within the bank presifor a specified period
or through vendor arranged visits to live sites,both. In such instances,
competent end-users and IT experts need to getvevan the POC and
submit two independent reports to the managemehsesuent to their
evaluations of the CBS on their findings on sultgbbf the system for the
requirements of the bank and on the system perfocenaand technology

respectively.

. Prior to finalizing the system, the bank shall dbackground check of the
vendor’s capabilities in implementing systems inksaof similar size. Recent
success stories and learning from the experiencethedrs are two choices
banks could use to evaluate the capability of Huetisted vendors.

. Bank shall be cautious in bargaining pricing anel tdfrms and conditions of
the contracts. Though the prices and conditions toak favorable to the
bank there could be potential pitfalls, such asdmwn on resources during
implementation, compromise on quality of delivenydainflexibility of the
vendor in changing the agreements if the bank hasen out any important
requirement, and tight deadlines and unrealistrdt@ns for user acceptance
etc. Such problem could have greater impact onbtiék than the savings
made and could lead to strained relationships thighvendor and subsequent

abandoning of the project in extreme cases.
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f. Banks shall adopt a mechanism to evaluate CBS patpdased on the total
project cost and on the cost of ownership instdaxhly looking at the cost of
the CBS. Though the price of CBS may look reasanahk technology used
by the CBS may require expensive hardware, softwatatabases,
communication and even live-ware, which in thegloan could be relatively

expensive.

g. A decision to purchase a specific CBS shall bevadrionly after considering

all of the above factors.

6.2.2 Recommendations for CBS Implementation

Vendor Relationship Management

Strained relationship with the vendor (includinghgler’'s project manager and the
implementation team) could hamper the implememapoocess. Unless a serious
violation of the contract occurs, both parties neetle adequately flexible and need
to facilitate each other, specifically during tmeplementation phase. Arrogance on
the part of the Banks would not be effective in aging the vendor. Following
guidelines will assist the banks in managing tHati@nship with the vendor during
the CBS implementation.

a. Banks shall maintain a cordial relationship withe tlselected vendor

throughout the project to ensure that the progcbmpleted as expected.

b. Banks shall ensure that the vendor sends an addyeadperienced project
manager and an implementation team. Backgroundckdfiesed on the CVs)
is recommended on the vendor’'s implementation teaavoid issues during

implementation.

c. Banks (including their Project Managers and the lamgntation team
members) shall be adequately flexible during thpl@mentation and shall be

practical and reasonable in assessing the sitisation
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. When required, apply appropriate amount of pressumethe vendor is
recommended. However, banks shall refrain from yapgl excessive

pressure.

. Banks shall refrain from making decisions unilallgran matters that could
have an adverse effect on the vendor. Such mathensld be discussed with

the vendor and amicable solutions should be armed

Banks shall maintain communication channels opeth whe vendor at

different levels and shall agree on an escalatienhanism of issues.

. Joint review meetings between the Bank and the arestiall be held at
regular intervals and all issues shall be resolwatthout any delays and

without leading to strained relationships.

. Vendor support is extremely important within thestfifew days after going-
live as that is the period possibly many issues mrap-up related to the
system. In most of the situations, this may be hdyihe non-return point to
the old CBS. Having best of the vendor's resoureesl able support are
mandatory for the bank during this period, for whithe banks need to

maintain good rapport with the vendor.

Professional Project Manager

Usually, implementation of the core banking solutis the responsibility of the

selected vendor, the vendor needs support fromb#rk staff for this purpose.

Activities such as aligning the banks business gsses with the CBS (Gap

Analysis), User Acceptance Testing (UAT) and Datagrstions from existing

systems require participation of the Bank stafbp@r coordination of these activities

is extremely important for the successful completd the project. For this purpose
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Banks need to have a project manager. Followindedues will assist the banks in

selecting an appropriate project manager for implaation.

a) Banks shall identify experienced, professional &bManager, ideally within
the bank. If such a person is not available withim bank, is recommended to

obtain the services of an experienced, professiBrgect Manager.

b) The selected Project Manager ideally shall havegepsional qualification in
Project Management and preferably have experiam€BiS implementation

projects as a project manager.

c) Banks need to ensure that the project manager thaguate authority in
making decisions and he/she is independent of rfyences of either from
the bank staff or from the vendor. Project manadeally shall report to the
CEO of the Bank to ensure that he/she be made emdiemt up to that extent.
The project manager shall be allowed to make usedialecisions for the best

interest of the project and the bank.

d) Performance of the project manager shall be evaduadsed on the success of
the project measured against the pre defined pr@eccess measurement
criteria. On the successful completion of the pjthe project manager shall
be adequately compensated (by way of a project d@tet), indication of
which at the initiation of the project would encage the project manager to

achieve the desired project outcome.

Competent Project Team

Similar to having a competent project manager fgancompetent project team is
also an important factor. The project team is a tespurce required from the bank
during CBS implementation. The following guidelingdl assist banks in selecting a

suitable project team.
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a)

b)

d)

The project team members shall be include expeztkisenior staff members
related to business and service areas, which detedeto CBS under
implementation and who are capable of making deassrelated to areas they
represent. Staff members having an open mind, atidpesitive thinking and
who are capable of voluntarily working long houhsl§ be preferred over the

others in selecting the project team.

The project team shall be released to the projeduth time basis and shall
report to the project manager. They should be madependent of their
former heads of the departments and the senior geament for the purpose

of the project.

It is advisable to include few staff members repnéi;mig IT, Internal Audit

and Risk/Compliance in the project team.

Based on the size of the project and on the amatieg duration, adequate

number of team members shall be allocated to theqit

During the continuity of the project the projecane shall be evaluated purely
based on their performance in the project.

On the successful completion of the project, thejgat team shall be
adequately compensated (by way of a project botals endication of which
at the initiation of the project would encouragernthto achieve the desired

project outcome.

Effective Project Management

Effective project management is a mandatory reqerd for any project to be
successful. Having a professional Project Managmridvbe a key factor in effective
project management. Managing project risk is aiviagt which is often ignored by
Project Managers who are not professional projeenagers. The following
guidelines will assist banks to have effective comanagement.
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a. Project shall be managed according to the acceptafdject management
guidelines, and best practices of the industry. rAppate project
management tools may be used for this purpose.

b. Managing the risks of the project is an extremeipartant activity in project
management. The project manager needs to maintaioject risk profile on
regular basis and take necessary steps to mitigateroject risks.

c. Scheduling based on practical and realistic esémananaging resources of
the projects including the project budgets, mami@ a complete set of
project documentation including technical documenést scripts, list of
issues etc., coordinating and maintaining effecteenmunication with the
stakeholders, and managing the project accordirige@greed project scope

are important.

d. Minimizing if not preventing scope-creep and ptiaing and scheduling
deliveries based on their complexity, extent of rhoations and on estimated
time taken to perform the testing etc are importantivities, which would be

useful to complete the project on schedule.
e. Effective follow-up actions on decisions are reqdito ensure that decisions

are implemented as agreed and on time.

6.2.3 Recommendations Common for both CBS Selection anthplementation

Top Management Support and Guidance

Top management support and guidance throughouCBf project is a mandatory
ingredient for the success of the project. Theofeihg guidelines will assist banks to

have effective Top Management support for the ptsje
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. CBS implementation projects shall be consideredussness projects and not
as IT projects, as the project is an outcome ofnless decisions (strategy).
This would ensure that the support of the entirakb®s obtained for the

project.

. Due to the size of the investment and the busimsgsinvolved in CBS

projects, CEO of the bank shall be the project spanThis would ensure the
acceptance and binding of the entire senior managgrbusiness heads, and
the end-users for the project, without which thegxt could run in to issues.

. Top management should guide the selection processelrly defining and
spelling out the future business strategy of thakkend providing guidelines

for developing business requirements and selettiegnatching CBS.

. The top management shall release the best of #winees to the project as
and when necessary and resolve issues relatec torofect in a timely and

effective manner.

. A project steering committee headed by the CEOraagimum of six other
senior managers, including the head of IT may lb&gdo provide directions,
guidance, and necessary support for the projea.cbimmittee shall regularly
review the progress of the project. However, tomyneommittees related to

the project may not be productive and conducive.

Top management shall give their full corporatiorttite project manager and
the project manager shall be made adequately imdiepe to make decisions
related to the project within his scope, but shalde him/her responsible and
accountable for such decisions and their implicegtion the project and the
bank.

. The management shall device appropriate rewardthgmnses to encourage
the active participation and obtain support of Hamk staff for the project.
Actions need to be taken to minimize and subsiderasistance for changes,

which is a usual occurrence in this kind of pragect
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Effective Communication

Communication between the stakeholders of the grojse vital to maintain
transparency, reduce misunderstandings and to tkeeptakeholders up to date on
the project status thus making them enthusiastics €ould be done by correctly
identifying the expectations of different stakeleskl of the project and managing
their expectations accordingly. The following gdides will assist banks in having

effective communication between the stakeholdeth@project.

a. All important mass communications related to thggmt shall be made by the

CEO or the Project Steering Committee.

b. During the selection process, senior managemend neehave constant
communication with the teams involved in developiuginess requirements,

preparing RFP and evaluation of systems to prongdeired guidance.

c. Project steering committee need to have direct comcation with the
project manager and let the project manager mathegproject, project team
and the vendor relations. Progress review meetivitis the participation of
the bank’s project manager and the vendor’s projetager shall be held on

a frequent basis.

d. Project manager shall have constant communicatitmtive project team by
way of project team briefings to obtain feedback mnoject progress and

provide guidance.

e. Based on the requirements, project manager or taambers appointed by
the project manager may arrange meeting with, lessiteads, end-users and

the IT staff on need basis.

f. Project manager of the bank shall have regular ingetwith the project
manager and the project team of the vendor to lsaeenstant update on
project status and resolve issues related to thjeqir
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g. All meetings must be initiated with an invitatioor fthe meeting to all parties
concerned followed by the agenda of the meeting.irAportant matters
discussed, decisions and point of actions neeé tedorded with the due date
of action and persons responsible and minutes latexl within the shortest
possible time after the meeting to all participaams copied to others only on

need to know basis.

h. E-mails may not be the best medium of communicahd@BS projects.

6.2.4 Project Success Measurement Criteria

Without appropriate success measurement criteéng difficult to assess whether the
project was concluded successfully or not. Furtlies,important to know the extent
of the project success to make corrective actighaecessary) and to reward the
people who were involved in the project. Critewanteasure the success could be a
mix of both qualitative and quantitative factordjieh shall be based on the business
objectives and scope of the project. In order to difective, project success
measurement criteria shall be agreed at the bewufithe project. Modifications to
success criteria shall not be done without the eagest of the project stakeholders
(specifically, project manager, the project teard e end-users who are expected to
be rewarded on successful completion of the prpgecavoid disappointments and

discouragement of the stakeholders.

Degree of achievement of expected project objectivetcomes, on-schedule
implementation and implementation within the allechbudgets shall be included in
the measurement criteria. Qualitative and subjeatneasurements such as end-user
satisfaction shall be avoided as measurement iexitiéris advisable to convert such

gualitative factors in to quantifiable or measueataictors
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6.3 Areas for Further Research

The CBS selection and implementation would be cem@nd time-consuming activities
which cannot be covered fully in this research. réf@e, only CBS projects related to the
Sri Lankan licensed commercial banks were consitirethis research. The researcher has

found certain critical areas that may require ferttesearch. They are,

* The role of foreign consultants in CBS implememtatiand the composition of

consultants and bank project team to complete thjeqt successfully

» IT licensing contracts — Conditions and aspect$ ¢thanot be compromised by the
Sri Lankan banks; especially on the dispute resmiuprocesses in terms of Sri

Lankan law.

* Vendor perspective of CBS projects to find a me@ranof mitigating the risk of

misunderstandings between bank and vendor.

* The disaster recovery plan at the time of new systeit over. How banks can
minimize disruption to customer service and downetiduring cutover to the new

CBS package.

6.4 Summary

Many conclusions related to the outcome of thearetewere drawn based on the research
outcome. Existence of the issues raised under gmoktatement has been established in this
chapter. According to research outcome in exces@58b of CBS projects have failed
without achieving anticipated project objectivesasBd on the research outcomes some
important recommendations related to CBS projettSroLankan LCBs were made. Areas

for further research have been identified in timapter.
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FACULTY OF GRADUATE STUDIES
University of Colombo

Pilot Survey

Information from Sri Lankan Commercial Banks
To identify the Critical success factors in acquimg and implementing core
banking system.

The information provided will be used for the MastResearch purpose only. Your valuable

support is highly appreciated and will definitelgdavalue for the research. Please prov

information as at 31 December 2009.

Bank Basic detail

Name of the Bank

No of Branches <50 50 -| 100- 150-200| > 200
100 150

No of Employees <1000 | 1000- | 1500- |2000- |>2500
1500 | 2000 | 2500

No of ATM <50 50 - | 100- 150-200| > 200
100 150

IT budget as a % from total Budget <20% | 20-30%| 30-40%| 40-50%| > 50%

IT Systems

Core Banking System

Year of implemented

Approximate Project duration

Approximate Cost

No of Members in the Project Team

Latest upgrade year

Upgrade time period
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No of upgrades since implementation

Other sub systems

Available interfaces

How many times CBS change during

last 15 years

Previous Core Banking systems

Year of Implemented

Reason for Change

Detail of the respondent - Optional

Name

Department

Designation

Contact Number

e-mail address

Thank you for your valuable time.
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FACULTY OF GRADUATE STUDIES
University of Colombo
Master of Information System Management (MISM)
The Research on Acquiring and implementation of Cag banking System
A study based on Sri Lankan Commercial Banks
H. C. Nishantha (2009/MISM/025)

» This survey is done purely for academic purposes.
» All information provided herein will be treated tihe strictest confidence. Neither you nor your aigation
will be identified in any publication resulting frothis research project.

* Please fill in the questionnaire as fully as pdssib

Q1. Which of the followingbest describesyour role in the Core Banking System Implementafwoject?
Head of IT / Senior Manager (IT) I:I Consultantl:l

Q2. Years of experience in Banking Industry

Less than 1 I:I 2- D 5-10 I:I Over D

Q3. How many instances have you got involved in a@a afecore banking software selection?

None I:I Once I:I Twicel:l More than Twicel:l

Q4. Are you aware of any Sri Lankan Commercial BankemhCore Banking System  Implementation h
failed?
Yes I:I No I:I if yes, how many such failures?l:l
1070] 0 1101 1=T o £ PP

Q5. On what key factors do you define Core bankingesyamplementation Success? (Please rank if maie

one selected)

Improved efficiency I:I Reduced Complexity of opiena I:I
End user Satisfaction I:I Low cost of ownership I:I
Timely implementation I:I Implement within budget I:I

Other (Please Specify) I:I .........................................................

Q6. In your opinion which of the following factor inence the final decision making? (Please rankaifem

than one selected)

IT Department I:I End Users I:I Corporateagment I:I Otherl:l
Vendor I:I Consultants I:I Specific Individual I:I

PlEASE SPECIY vttt it e e e

AS

th
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Success Factors Related to Selection and Implemetiten of Core Banking Software

System

Not at
all

known disagree

Low Medium High Not Strongly | Disagree

Neutral

Agree

Strongly
Agree

Not
Known

2 3 4 5 1

2

4

5

6

To what extent has
this been practiced
during last CBS
change in which you

were involved?

What is your opinion

of the relevance of

Banking

these factors in Core

implementation?

112

3

4

5 1

21314

516

Q7

Clear Organizational goals should always be defing

place before considering a change of system.

Q8

The proper requirements preparation will guide the
institution to select the best suited software oy

capable of meeting the business requirements.

Q9

The methods of evaluation used in selection of core|

banking system shall be,

1. Responses of the vendor to our requiremen
(RFP)

Proof of concept (POC)

Success Stories / Case Studies

4. Other (Please
SPECIY) v,

Q10

The Cross functional inputs for the selection pssce

provides\ a value addition for the evaluation ciée

Q11

Top Management support and guidance is crucial fa

successful completion of the

1. Selection Process

2. Implementation Process

Q12

Prioritization of specific functions of the systetways

provides a better direction in

1. Selection Process

2. Implementation Process

Q13

Business process re-engineering is considered as

positive factor in core banking applications during

1. Selection Process

2. Implementation Process
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Q14

IT/Project steering committees provide value additi

for,

1. Selection Process

2. Implementation Process

Q15

Appropriate customization to the system to m|
business requirement is vital in implementati
However, minimum customization policy is best

the implementation success.

Q16

Full time experience Project Manager is a key

achieve success in the implementation process,

Q17

The project team should consist of experienced
knowledgeable users from all business and tech

users from internal departments.

Q18

Dedicated project team is mandatory to achi

successful implementation of a core banking systen

Q19

Effective communication between stakeholders of

project is vital for the success of the project.

Q20

Vendor support and commitment is a key

successful implementation.

Q21

User Training is a important factor for implemeidat

Success.

1. Vendor train the trainers and trainers train t

end users
2. Vendor train all users directly

3. All training handled internally by Bank staff.

Q22

Considering learning experiences of other banks is

valuable to make the project a success during.

1. Selection Process

2. Implementation Process

Q23

Involvement of external experienced consultants in

these processes is beneficial during.

1. Selection of a system

2. Implementation process

Q24

Any other factors related to banking system sedacti

Implementation?

1.
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Q25 | Undue influences or interference to selection or
implementation process adversely affect the outconi

of the project.

Comments:

(Thank you for completing this questionnaire)
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FACULTY OF GRADUATE STUDIES
University of Colombo
Master of Information System Management (MISM)
The Research on Acquiring and implementation of Cag banking System
A study based on Sri Lankan Commercial Banks
H. C. Nishantha (2009/MISM/025)

e This survey is done purely for academic purposes.
» All information provided herein will be treated the strictest confidence. Neither you nor your
organization will be identified in any publicatio@sulting from this research project.

» Please fill in the questionnaire as fully as pdssib

Q1. Which of the followingoest describes/our role in the Core Banking System implementatio
project?
Senior managemeD Project Manager |:| Team Member |:|

Q2. Years of experience in Banking Industry
Less than 1 |:| 2 - D 5— 1q:| Over 10 |:|

Q3. How many instances have you got experienced ieaaf core banking system changes?

None I:I Once I:I Twice I:I More than TwicD

Q4. Are you aware of any Sri Lankan Commercial Banlerghcore banking system implementatic
has failed?
Yes |:| No |:| if yes, how many such failures?|:|
(070] 1011 112701 KPP

Q5. On what key factors do you define Core bankingesysimplementation Success? (Please rank if

more than one selected)

Improved efficiency Reduced Complexifyoperation I:I
End user Satisfaction Low cost of owhgrs I:I
Timely implementation I:I Implement withiondget I:I

Other (Please Specify) I:I .........................................................

Q6. In your opinion which of the following factors in#nce the final decision making? (Please ra

End Users I:I IT Departmentl:l Vendorl:l Specific Indinal/s I:I

Corporate Management I:I Consultants I:I OthernéRlSpecify)............

161



®) 4) 3 2 )
Extremely Important for the Somewhat Least Important for Not at all
Important for the Success of Important for the Success of Important for
Success of Project/Process| the Success off Project/Process Success of

Project/Process

Project/Process

Project/Process

Success Factors Related to Selection and Implementan of Core Banking

Software System

Please tick (X) one according to its relevance

5

4

Q7

Clearly establishing goal, objectives, outcomes
benefits desired of the project before evaluatind

selection of the CBS Package

Q8

Documenting the functional requirements clearly 4
in detail prior to preparation of Requirement for
Proposal (RFP)

Q9

Considering responses of the vendors for the
requirement indicated in RFP as the primary cater

for short listing vendor

Q10

Requiring short listed vendors to demonstrate “Pr(
of Concept” (POC) prior to the final decision to

select is made

Q11

Look for Success Stories / Case Studies related tq
proposed CBS solutions and implementation by th

vendors short-listed for selection and implemeatat

Q12

Obtaining input from concerned cross functional
users for preparation of requirements for the safiw

selection process
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Q13

Top Management Guidance during the CBS proje

Q14

Top Management Support during the Selection an

Implementation Process

Q15

Prioritizing delivery of business requirements lohsq

on project timing

Q16

Willingness to critically evaluate current business
processes and re-engineer them whenever neces

during the CBS project

Q17

Guidance from IT and/or Project Steering Commit
for the CBS Project

Q18

Adopting the proposed system with minimy

customization

Q19

Professional experienced and full time Proj

Manager to manage the CBS Project

Q20

Allocation of experienced and knowledgeable Pro

Team for implementation

Q21

Allocation of Cross Functional, Dedicated Proj
Team for the Implementation

Q22

Frequent Communication with Project Stakeholde

Q23

Vendor Support and Commitment during 1
Implementation of CBS

Q24

Proper Ed User Training directly by Vendor or byg {
bank with the support of the Vendor
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Use lessons learnt through own past experiences
Q25 | similar projects during the selection and
implementation of CBS

Q26 | Use of External Experienced Consultants

Monitoring the progress of the project by the Boar

Q27 of Directors

Q28 | Binding of Business Heads for the CBS Project

Project Team need be optimistic and be open min

072 in finding solution for issues during implementatio

Other Features (Please Specify)

Q30

(Thank you for completing this questionnaire)
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Appendix |

Table for Determining Sample Size from a Given Pogdation 95%

Confidence Interval

N S N S N S

10 10 230 140 1200 291
15 14 240 144 1300 297
20 19 250 148 1400 302
25 24 260 152 1500 306
30 28 270 155 1600 310
35 32 270 159 1700 313
40 36 280 162 1800 317
45 40 290 165 1900 320
50 44 300 169 2000 322
55 48 320 175 2200 327
60 52 340 181 2400 331
65 56 360 186 2600 335
70 59 380 181 2800 338
75 63 400 196 3000 341
80 66 420 201 3500 246
85 70 440 205 4000 351
90 73 460 210 4500 351
95 76 480 214 5000 357
100 80 500 217 6000 361
110 86 550 225 7000 364
120 92 600 234 8000 367
130 97 650 242 9000 368
140 103 700 248 10000 373
150 108 750 256 15000 375
160 113 800 260 20000 377
180 118 850 265 30000 379
190 123 900 269 40000 380
200 127 950 274 50000 381
210 132 1000 278 75000 382
220 136 1100 285 100000 384

Note: “N”is population size
“S” is sample size.
Source:Krejcie R. V. and Morgan D. W. (1970)
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