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DO INVESTORS RECOGNIZE INFORMATION 
TECHNOLOGY AS A STRATEGIC ASSET?  

A LONGITUDINAL ANALYSIS OF CHANGES IN 
OWNERSHIP STRUCTURE AND IT CAPABILITY 

Schäfferling, André, German Graduate School of Management and Law, Bildungscampus 2, 
74076 Heilbronn, Germany, andre.schaefferling@ggs.de  

Wagner, Heinz-Theo, German Graduate School of Management and Law, Bildungscampus 2, 
74076 Heilbronn, Germany, heinz-theo.wagner@ggs.de  

Abstract 

IT capability is known to increase financial performance and affects strategic topics like vertical 
integration and competitive action. It is seen as a strategic although intangible asset and receives a lot 
of interest in research and practice. Recent studies show that this organizational asset is developed 
over time and needs continuous investment to be built. Long-term oriented investors value strategic 
assets as they are essential drivers for firms’ long-term success and survival. Hence, compared to 
other companies in the same industry, a higher ratio of long-term oriented investors in a firm’s 
ownership structure should reflect a firm’s ability to create strategic assets. Based on archival data 
from 2000 to 2009 we investigate the interplay of a firm’s IT capability and its ownership structure. 
We find that superior IT capability is related to a high ratio of long-term oriented investors. Further, 
empirical analysis shows that changes in IT capability induce adjustments in the ownership structure. 
This study contributes to the body of literature on the business value of IT by studying the capital 
market effects of IT capability. Practical implications and areas of further research are outlined. 

Keywords: IT Capability, Institutional Investors, Firm Ownership. 
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1 Introduction 

Today, IT is seen as a distinguishing key performance driver of firms and is an important element of 
strategic considerations. Correspondingly, IT expenditure accounts for large and constantly increasing 
parts of firms’ annual investment budgets. These investments are related to high expectations 
regarding future benefits IT is supposed to deliver. As a consequence, research investigated the role of 
IT in achieving competitive advantage. Studies show that IT per se does not drive value creation, but 
the ability of firms to transform IT expenditures into an organizational IT capability does. In 
particular, this ability of firms to deploy IT-based resources together with complementary 
organizational resources (Melville et al., 2004) gain a lot of interest. 

IT capability is seen as an enterprise-wide capability to leverage skills and resources (Bharadwaj et al., 
1999). The effect of IT capability was underpinned by a study presented by Bharadwaj (2000) who 
discovered that superior IT capability was associated with significantly higher profit ratios. In 
subsequent years, researchers extended the body of knowledge by showing that IT capability affects 
firms’ ability to innovate (Gordon and Tarafdar, 2007), financial performance (Santhanam and 
Hartono, 2003; Stoel and Muhanna, 2009), and competitive advantage (Bhatt and Grover, 2005; 
Dehning and Stratopoulos, 2003). Thus, research on IT capability consistently highlights IT capability 
as a strategic asset and its relevance for competitive manoeuvers.  

Strategic assets are valued especially by investors and consequently covered in the finance and 
accounting literature. In general, long-term oriented investors are attracted by strategic assets because 
of their interest in continuous and steady growth of their investments. This effect is demonstrated by 
studies that, for example, show investor reactions in response to research and development (R&D) 
activities (Cormier et al., 2009; Daniel and Titman, 2006; Jiang, 2010). Particularly, studies reveal that 
investors with longer investment horizons are attracted by corporate activities directed towards the 
development of strategic assets. These actions enable future firm success and more important desired 
revenue streams (Lin and Lee, 2004; Loibl and Hira, 2009). At the same time, short-term oriented 
investors also react when observing investments into strategic assets because continuous investments 
into these assets typically inhere risks in such a way that revenues and stock prices decrease in the 
short-term. Consequently, continuous investments into strategic assets lead to a shift in a firm’s 
ownership structure towards long-term oriented investors (see Bushee (1998) for an example of R&D-
related investments).  

To sum up, the strategic role of IT capability is a central tenet in IS research for years. Several studies 
determine the positive effects of IT on accounting- and market-based performance measures but also 
on intermediate variables such as organizational agility. Results from academic research provide 
various arguments for CIOs to put IT on the corporate agenda. On the other hand, finance and 
accounting research provides insights that long-term oriented investors favor firms that develop and 
strategically invest into organizational assets and thereby generate future prospects. However, 
although there is an increasing interest in IS research regarding the strategic value of IT and an interest 
in what determines a firm’s ownership structure in finance and accounting literature, the interplay 
between IT as strategic asset in terms of IT capability and a firm’s ownership structure is rather 
unexplored. We strive to fill in this gap, especially with a focus on the development and differences 
over time, namely if changes in a firm’s level of IT capability, e.g., from average to superior, invoke 
changes in its ownership structure. We therefore formulate the following research question: 

What is the relationship between the development of IT capability and firm ownership over time? 

This research question is addressed by integrating different sources of archival data. Information on IT 
capability for the last decade is retrieved from InformationWeek (cf. Bharadwaj, 2000; Santhanam and 
Hartono, 2003). This data is combined with ownership structures derived from a financial database 
provided by Thomson Reuters. To investigate the longitudinal relationship we apply a mixed-design 
analysis of variance (also known as a split-plot ANOVA). 
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Our research contributes to the literature on the business value of IT as well as on finance and 
accounting literature by relating firms’ IT capability to their ownership structure. Whereas prior 
research primarily focused on firm-level outcomes of IT capability, we investigate capital market 
implications. Especially, we demonstrate that superior IT capability is related to an ownership 
structure characterized by a high ratio of long-term oriented investors. Further, we provide evidence 
that changes in the level of IT capability are linked to changes in the ownership structure. For finance 
and accounting research, the interplay between IT capability and ownership structure highlights the 
necessity to disclose IT-related information more rigorously, as it is for example the case in the 
healthcare industry (cf. Kohli et al., 2012). For practitioners, especially CIOs and IT management, we 
present further evidence of IT as a factor considered by capital markets. Prior research for example 
shows the impact of IT on bond ratings (Kim and Mithas, 2011). This research extends evidence on 
the strategic role of IT in attracting financial means and reducing costs of capital (Lev, 2001). 

The remainder of this paper is organized as follows. The next section describes the theoretical 
background of our research, followed by the development of the research model. The section on 
methodology details the process of data selection and analytical choices. Subsequently, the results are 
presented, followed by a concluding discussion, managerial implications, and areas of further research. 

2 Theoretical Background 

2.1 IT Capability  

Early research documents the necessity to transform IT investments into assets and resources. Their 
organizational employment eventually results in business value (Soh and Markus, 1995). Accordingly, 
research started to investigate the mechanisms that allow firms to leverage their IT investments to 
create assets that determine the effectiveness and efficiency of firms. Prior research considered 
technical assets such as IT infrastructure (Broadbent et al., 1999), managerial IT skills (Mata et al., 
1995), and business-IT relationships (Ross et al., 1996). Besides the identification of IT assets, 
research also reveals that IT generates competitive value if it leverages business resources, thus 
drawing on the argument of complementarity (Powell and Dent-Micallef, 1997).  

Building on these insights, subsequent research developed a multidimensional construct encompassing 
the ability of firms to leverage IT investments and create IT assets aligned with business resources. 
Consequently, Bharadwaj (2000, p. 171) defines this so called IT capability as the “ability to mobilize 
and deploy IT-based resources in combination or copresent with other resources and capabilities”.  

Empirical research investigates the relationship between IT capability and effects on business value. 
Focusing on accounting-based performance, Bharadwaj (2000) links the organizational IT capability 
to various performance measures such as Return on Assets and shows that firms possessing a superior 
IT capability outperform poorly equipped competitors. Whereas Bharadwaj (2000) applied a matching 
approach to compare superior IT capability firms to carefully selected control firms, Santhanam and 
Hartono (2003) extend her approach by comparing superior IT capability firms to the industry 
average. Results of the two studies are similar and document the performance benefits of firms with 
superior IT capability compared to direct competitors. Besides studies covering firm performance 
measures, recent research empirically verifies the positive association between IT capability and 
outcomes such as competitive advantage (Bhatt and Grover, 2005; Dehning and Stratopoulos, 2003), 
higher abilities to innovate (Gordon and Tarafdar, 2007), higher market valuations (Masli et al., 2011; 
Muhanna and Stoel, 2010), and relational value (Rai et al., 2012). These studies typically investigate 
IT capability as an intangible and strategic asset and reveal various benefits a firm can derive. 
Adapting the approach of Webster and Watson (2002), the following Table 1 presents a concept 
matrix that summarizes recent studies. 
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Articles Concepts 
 Accounting-based 

Performance 
Market-based 
Performance 

Competitive 
Advantage 

Innovation Other 
outcomes 

Ross et al. (1996)   x   
Bharadwaj (2000) x     
Santhanam and Hartono (2003) x     
Dehning and Stratopoulos 
(2003) 

  x   

Aral and Weill (2007) x x  x  
Gordon and Tarafdar (2007)    x  
Wang and Alam (2007)  x   x 
Muhanna and Stoel (2010) x x    
Masli et al. (2011) x x    
Rai et al. (2012)     x 

Table 1. Concept matrix of IT capability research 

2.2 Firm Ownership  

In the early times, founders and their descendants predominantly owned and managed firms and thus 
had a dual role. Due to capital requirements, firms opened up and sold shares to outsiders who became 
shareholders of the firm. These outside owners, also called investors, started to exert influence on 
firms’ management to protect their investment and to ensure their return on investment. In many firms, 
especially in publicly traded firms, this development led to a split into owners on the one hand and 
employed managers on the other hand that did not hold noteworthy percentages of shares. The so 
called separation of ownership and control (Berle and Means, 1932). 

Owners deviate in terms of several characteristics. While before the 1980s predominantly private 
owners prevailed in the U.S., nowadays institutional investors1 represent the largest group. In the 
beginning, public pension funds constituted the first group of institutional investors. These funds exert 
influence on a firm’s management by submitting official shareholder proposals, not publicly revealed 
management talks, and press releases to influence management decisions (Gillan and Starks, 2007). 
Institutional owners started to actively monitor and influence management’s activities of companies 
they have invested into. This investor activism is characteristic for institutional investors and is also 
applied by newer types of institutional investors such as private equity funds and hedge funds. 
Nowadays, institutional investors dominate the financial markets and account for over 70% of total 
equity holdings (Gillan and Starks, 2007). They represent the most important group of investors that 
companies are looking for or are confronted with. 

Investor behavior is for example characterized by (a) investor activism, i.e., how closely investors 
monitor companies and influence decision making, and (b) trading behavior. The trading behavior, 
i.e., whether an investor buys, holds, or sells shares, is the ultimate expression of an investor’s 
assessment of a firm’s assets, market value, and performance (Connelly et al., 2010; Gillan and Starks, 
2007). One important characteristic influencing the trading behavior is the investment horizon of 
investors (Gaspar et al., 2005). In particular, dedicated owners with “large, long-term holdings, which 
are concentrated in only a few firms” (Bushee, 1998, p. 310f.) are specifically long-term oriented, i.e., 
they do not trade frequently. Those investors are interested in the long-term success of firms and have 
the ability to hold out (Gaspar et al., 2005). 

                                              
1 The SEC rule 13F defines institutional investors as those institutions that administer more than $100 million in equity or 
whose holdings exceed $200.000 in market value or 10.000 shares. Those institutions encompass insurance companies, 
banks, mutual funds, and pension funds that manage and invest money on behalf of others. Institutions holding shares for 
own interest, such as brokerage firms or arbitrageurs, fall not within the scope of Rule 13F [10, 52]. 
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3 Research Model 

As mentioned in the previous section, long-term oriented investors are more patient and do not 
pressure management to cut costs in favor of short-term earnings. The latter is typical for short-term 
oriented owners who influence the management to sacrifice expected earnings in the long-term and cut 
budgets to meet short-term earning goals and estimates (Bushee, 1998). Hence, short-term oriented 
investors do not value investments allocated to the development of strategic assets because they are 
risky, take time to render effects in the future and cost money at the present time (Ryan and Schneider, 
2002). The opposite is true for long-term oriented investors. They focus on stable and sustainable 
development and are aware of business risks. 

Furthermore, strategic assets, such as an IT or R&D capability, are often intangible and comprise 
management skills and human capital. Investors must have the ability to detect such intangible assets 
(Kimbrough, 2007) that are not reported in a balance sheet (Lev, 2001). Research shows that long-
term investors developed sophisticated skills in monitoring and performing profound analysis (Bushee, 
1998) that enable them to detect intangible assets. In other words, long-term oriented investors are 
interested in future prospects, value the development of strategic and intangible assets, and have the 
ability to detect and monitor them. On the other side, short-term oriented investors are interested in 
quarterly earnings and exploit their skills to predict the flow of earnings (Ke and Petroni, 2004). In 
sum, “short-term institutions are better at collecting and processing short-term information, while 
long-term institutions are better at collecting and processing long-term information” (Yan and Zhang, 
2009, p. 894).  

In terms of IT, Muhanna and Stoel (2010) in line with comparable prior research (e.g. Brynjolfsson 
and Hitt, 1996) show that IT investment per se does not affect firms’ market value while IT capability 
does. IT capability is an intangible asset that is path-dependent, takes time to develop, but in the end 
creates business value (Lim et al., 2012a). Developing and maintaining IT capability requires to 
constantly transform investments into assets by performing activities such as building a 
comprehensive IT infrastructure, integrating information systems into business processes, hiring 
technical IT skills, creating effective IT services, building relationships to the business, effectively 
managing IT, and supporting business personnel in using IT (Bharadwaj et al., 1999; Ross et al., 1996; 
Sambamurthy and Zmud, 1997). “Given the long lead times and costs entailed in the development and 
deployment of IT capabilities” (Tanriverdi et al., 2010, p. 833) firms have to invest continuously over 
time. Long-term oriented owners provide the required environment, orientation, and understanding.  

Summarizing the argumentation regarding investors and IT capability, we therefore formulate the 
following hypothesis: 

H1: Firms possessing superior IT capability will be characterized by an ownership structure 
exhibiting a higher share of long-term oriented investors than other companies. 

Research provides evidence that intangible assets such as IT capability not only impact a firm’s 
market value (Saunders, 2010) but also strategic topics such as (1) environmental sensing capabilities 
and seizing actions (Sambamurthy et al., 2003), (2) flexibility e.g. to react and response adequately to 
environmental and competitive pressures (Pavlou and El Sawy, 2010), and (3) exploiting market 
opportunities (Chi et al., 2010). Joshi et al. (2010) show that a firm’s knowledge capabilities are 
fostered by supporting knowledge management initiatives and by ”enable(ing) the creation, 
dissemination, and use of knowledge (…), thus greatly augmenting and enabling firms’ knowledge 
capabilities” (Joshi et al., 2010, p. 473). Hence, IS research revealed various performance effects and 
additional benefits that promote the strategic role of IT capability. Simply put, it should be a top 
management issue (Ravichandran et al., 2009). Furthermore, by lowering coordination costs markets 
and value chains have been reshaped (Ray et al., 2009).  

From an industry perspective, recent research investigates whether IT is used rather strategically or 
operationally. Schein (1992) provides a categorization based on the strategic role IT plays. He 
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distinguishes automate, informate, and transform. Automate depicts a scenario where IT is used to 
increase efficiency and productivity by automation of procedures. Informate scenarios deal with 
providing information to managers for coordination and control (informate-up) and providing 
information to employees for analysis and coordination (informate-down). Transform depicts a 
scenario that is directed towards using IT for rearranging business processes or enabling new business 
models, for example. The automate category is coupled with a vision to use IT for cost-reduction 
purposes while transform is clearly linked to strategic purposes (Schein, 1992). Informate is more 
involved in control and coordination purposes and can be linked to transform and automate. In this 
respect, IS research came up with industry classifications into automate, informate, and transform-
inclined industries (Banker et al., 2011; Chatterjee et al., 2001; Zmud et al., 2010). 

Based on the previous argumentation, in industries classified as transform or informate, IT capability 
is probably considered a strategic asset. On the opposite, the IT capability of firms in automate 
industries is more operationally focused and employed to guarantee efficient operations and low costs. 
We therefore argue that in automate industries IT capability does not play a strategic role. Considering 
that long-term investors value strategic assets as argued above, we further detail Hypothesis 1 and 
formulate: 

H1a: Firms of informate and transform industries that possess superior IT capability will be 
characterized by an ownership structure exhibiting a higher share of long-term oriented investors 
than other companies of the same industry type. 

H1b: Firms of automate industries that possess superior IT capability do not exhibit differences in 
their ownership structure compared to competitors of the same industry type. 

Following the argumentation of superior IT capability as a strategic asset that attracts specific types of 
investors, changes in the level of IT capability, either decreasing from superior to average or inferior 
IT capability or increasing from a lower status to superior IT capability, should have effects on the 
ownership structure. Hence, the ratio of long-term oriented investors changes when superior IT 
capability is achieved for the first time or gets lost over time. To summarize this argument, we 
formulate the following hypothesis: 

H2: Firms achieving (loosing) superior IT capability will be characterized by an increase (decrease) 
of the ratio of long-term oriented investors. 

4 Methodology 

4.1 Sample and Data 

The sample is based upon the annual InformationWeek (IW) 500 Ranking. Since 24 years, each year 
IW determines the 500 biggest and best corporate users of information technology. The methodology 
applied by IW describes a combination of different measures from technical parameters to parameters 
regarding IT usage. Thus, the ranking provides a more complete picture of a company’s IT landscape 
than pure investment measures and also incorporates intermediate effects such as IT usage at the 
process level, which is a common criticism of highly aggregated and abstract measures. The ranking 
has been used broadly in past (Bharadwaj, 2000; 2003) and recent research (Banker et al., 2011; Chen 
et al., 2011; Chi et al., 2010; Lim et al., 2012b; Saldanha and Krishnan, 2011; Wang and Alam, 2007) 
as a proxy for IT capability. The IW data provides several benefits, like high response rates and 
experienced respondents (Lin and Bush, 2010), especially because proxy or actual data on IT 
capability is hardy available (Kohli and Grover, 2008). Banker et al. (2011; 2000; 2003) provide 
several other benefits and limitations of using the IW ranking. 

To operationalize the long- and short-term investment horizon of institutional shareholders, we adopt 
the measurement approach by Gaspar et al. (2005). They calculate the ownership turnover at the firm 
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level to determine the short- or long-term orientation of its investors. They further relate the 
accumulated value of portfolio changes to the total portfolio value to see the rate “of how frequently 
[an investor] rotates his positions on all the stocks of his portfolio (churn rate)” (Gaspar et al., 2005, p. 
142). Following this logic, we calculate the ownership turnover for all available institutional investors 
by the end of each quarter. In the next step, for all companies the average weighted turnover rate of all 
its individual investors is determined to provide the average holding time and thus the ownership 
orientation and structure for each firm from the sample. The required institutional ownership data is 
available and retrieved from Thomson Reuters. By adding turnover values, the initial IW sample is 
limited to publicly traded organizations. Non-publicly traded organizations are excluded because 
capital market data such as share holdings is not available. 

The categorization of industries according to the three distinct industry types (automate, informate, 
and transformate) are based on work by Chatterjee et al. (2001). They classify industries according to 
the strategic role IT plays within an industry. This classification has been used widely to control for 
industry specific effects (e.g. Anderson et al., 2006; Banker et al., 2011). 

We conduct additional robustness tests by restricting the sample to those companies that are 
constituents of a major U.S. stock index (i.e. Wilshire 5000 or Russell 3000). Thereby very small 
companies and penny stocks are excluded and the analysis is limited to stocks traded at the main stock 
exchanges (i.e. such as NYSE and NASDAQ). 

4.2 Analysis 

Aggregating the IW data from 2010 to 1996, we identified 1984 individual firms that are primarily 
U.S. based. To analyze the differences and interaction effects we distinguish four groups of companies 
that are split by their appearance in the ranking in two consecutive 5-year time periods (i.e. from 2009 
to 2005 and from 2004 to 2000). Table 2 displays the criteria and distribution of the IW500 firms into 
the four groups. Similar to prior research (Bharadwaj, 2000), we determine superior IT capability if a 
company has been ranked at least three times within the defined 5-year time periods. 

The hypothesized effects between firms’ IT capability and their ownership structure are analyzed by 
conducting a mixed-design analysis of variance (also known as a split-plot ANOVA) using SPSS 
Statistics 20. This type of analysis fits best to test for a between-subjects factor (i.e. the four different 
types defined above) in combination with a longitudinal respectively repeated measure (a within-
subjects variable), as in our case the firm turnover values.  

 
Type Description Period 1 (2009-2005) Period 2 (2004-2000) N 
1 OUT Never ranked Never ranked 475 
2 LEAVE Maximum twice Superior IT capability

(at least 3 times) 
209 

3 ENTER Superior IT capability
(at least 3 times) 

Maximum twice 172 

4 IN Superior IT capability
(at least 3 times) 

Superior IT capability
(at least 3 times) 

190 

 ELSE   938 

Table 2. Classification of groups according to times ranked by IW 

5 Results 

To test the first hypothesis (H1) regarding superior IT capability and long-term oriented ownership 
structure, we classify companies according to the description presented in Table 2. The mixed-design 
ANOVA is conducted for the years 2000 to 2009, to test the turnover differences between superior IT 
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capability companies and non-ranked companies (i.e. between companies classified in the groups “IN” 
and “OUT”). Results are presented in Table 3. Because the condition for homogenous variances is 
violated in some periods, we follow the standard recommendation in the literature and restrict the level 
of significance from .05 to .01 (Bühl, 2011). However, the results are below both thresholds and 
therefore strongly support our hypothesis. 

To validate these results, we conduct a robustness check with the restricted sample. The sample size is 
slightly reduced from 120 to 112 for companies categorized as “IN” and from 86 to 82 for the “OUT” 
category. The results further support H1 (see Table 4).  

 
Source Df Mean 

squares 
F Sig. Partial η2 

Intercept 
Factor 
Error 

1 
1 

204 

132.038 
.197 
.016 

8470.039 
12.668 

.000

.000 
.976
.058 

Table 3. Test of Between-Subjects Effects 

Source Df Mean 
squares 

F Sig. Partial η2 

Intercept 
Factor 
Error 

1 
1 

192 

132.239 
.219 
.014 

8548.682 
15.167 

.000

.000 
.978
.073 

Table 4. Test of Between-Subjects Effects (restricted Sample) 

The second part of the hypothesis (H1a/b) is more detailed and requires additional consideration of the 
three different industry types (mapping is adopted from Kim and Mithas, 2011). A first analysis 
integrating the industry types as additional second factor within the split-plot ANOVA shows 
significant within-subjects effects for the Groups (IN and OUT) as well as for the industry types (not 
tabulated). Although for some years Levene’s test for homogeneity of variances is again violated, 
results remain below the recommended restricted significance level (Bühl, 2011). Subsequent post-hoc 
analysis shows significant differences between automate industries on the one side and informate and 
transformate industries on the other side. As expected, transformate and informate industries are 
characterized by comparable significant differences between superior IT capability and non-superior 
IT capability firms. Further, results show significant difference between automate industries and the 
other two industry types. The results for the detailed analysis of between-subjects effects (between 
“IN” and “OUT”) within each industry type ((A)utomate, (I)nformate, and (T)ransformate) are 
reported in Table 5 together with the values from the robustness analyses with the restricted sample.  

 
Source Df Mean  

squares 
F Sig. Partial η2 

Factor_A 1 .003 .255 .616 .005
Factor_A (restricted) 1 .002 .171 .681 .003 
Factor_I 1 .195 13.081 .001 .150
Factor_I (restricted) 1 .187 13.199 .001 .161 
Factor_T 1 .188 13.175 .001 .248
Factor_T (restricted) 1 .249 20.772 .000 .360 

Table 5. Test of Between-Subjects Effects within industries (regular and restricted) 

Regarding the hypothesized effect of changes in a firm’s IT capability on the ownership structure 
(H2), we analyze the interaction effects of IT capability and firm turnover over time. To investigate 
these effects we include all four types, i.e. companies that have a stable superior IT capability (Type 
4), achieved or lost a superior IT capability respectively entered or left the ranking (Type 3 and 2), or 
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have not had such a capability at all in the considered ten-year period (Type 1). The overall analysis 
provides significant interaction effects for turnover over time and our grouping, as well as for 
turnover, our grouping, and industry types. To determine the single effects we conduct further analysis 
by separating the tests again for each industry type. Because Mauchly's sphericity assumption is 
violated, we rely on the conservative Greenhouse-Geisser correction because epsilon is below the .75 
threshold (Girden, 1992). The results from the Greenhouse-Geisser correction for the interaction 
effects of turnover over time and our grouping variable are displayed in Table 6. Although testing the 
unrestricted sample yields significant results for the interaction effects, the restricted sample does not. 
This could indicate that the interaction effect is only visible for very small companies but not for 
major publicly listed firms. Since the portion of small companies is relatively small, we cannot further 
investigate this phenomenon and suggest conducting further research with more suitable data-sets. 

 
Source Df Mean squares F Sig. Partial η2 
Interaction_A 9.687 .008 2.154 .023 .076
Interaction_A (restricted) 12.208 .002 1.321 .204 .052 
Interaction_I 12.458 .007 1.814 .041 .039
Interaction_I (restricted) 10.901 .004 1.121 .343 .026 
Interaction_T 13.757 .003 1.050 .403 .044
Interaction_T (restricted) 11.766 .003 1.116 .348 .053 

Table 6. Interaction effects (regular and restricted) 

6 Conclusion 

This study investigates the status of firms’ IT capability and their ownership structure over a ten-year 
period. In particular we examine the relationship between the development of IT capability and firm 
ownership over time. In general, we find that superior IT capability is related to a higher ratio of long-
term oriented investors. An existing IT capability attracts long-term oriented investors who are able to 
detect and monitor such capabilities, value potential benefits and expected future returns. In particular, 
we find that firms of informate and transform industries possessing superior IT capability have higher 
shares of long-term oriented investors (1) than direct competitors not possessing superior IT 
capability, and (2) if compared to automate industries. In automate industries, we were not able to 
detect significant ownership differences. This could be due to the employment of IT into operations 
and routines to focus on cost reduction and operational excellence. In this case, IT does not play a 
strategic role and investors probably consider alternative factors. 

Considering the temporal development, we tested whether a change in superiority of IT capability 
accounts for changes in firms’ ownership structure. The results show that changes in ownership 
structure are invoked but only for the full sample including all sizes of firms. Excluding small firms 
from the sample and focusing on indexed firms, this effect remains non-significant. Although the 
analysis takes advantage of the longitudinal nature of the dataset, we cannot explicitly rule out issues 
of reverse causality. Although there might be a potential simultaneity bias, results show an association 
between IT capability and firm ownership. Further research is required to investigate the dependencies 
between the two concepts in more detail.  

It is necessary to mention a few limitations of our study. First, we use highly aggregated proxies for IT 
capability and ownership. Although both operationalizations are widely used in the respective research 
domains, not all aspects of the theoretical concepts might be covered. However, for firm ownership we 
were able to test alternative measures applied in the literature with comparable results. A second 
limitation relates to the sample of U.S. based and publicly listed firms. Therefore private as well as 
very small companies are excluded. The generalization of results is therefore limited to indexed capital 
market firms. Further, market structures and ownership characteristics in other regions such as Europe 
and Asia might be different. 
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Further research is required to scrutinize the limitations in more detail. Potential areas of further 
research include small and medium sized companies, extensions and comparisons to private 
companies, and the adaption to countries with similar and disparate market structures. Alternative and 
more fine-grained measures of IT capability might provide deeper insights into the relationship as 
well. Finally, alternative methods should be applied to study the causal structures and dependencies.  

This research offers several insights for executives such as investors and analysts. From a management 
perspective, the attraction of long-term oriented owners facilitates the development of time-intensive 
but strategic organizational capabilities, especially of the IT capability as our analysis shows. Hence, 
managers could purposefully influence their firm’s investor portfolio by either disclosing information 
on IT capability to attract certain types of investors or by directly approaching preferred investors. 
From an investor’s perspective, monitoring and supporting the development of strategic assets in 
contrast to focusing on short-term earnings enables sustainable growth and stable returns. 
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