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Abstract: Information technology plays vital role in the development of every 

country. Developed country transformed all they operations but developing 

counties are still struggling for implementation. The aim of this study is to 

empirically investigate the impact of information technology in economic 

development of Palestine. This is quantitative study and the questionnaire was 

adopted from well reputed studies. The data was collected through convenience 

sampling and analyzed through multiple regression method by using SPSS. The 

finding of this study revealed that all hypothesis is accepted. Thus, it can be 

concluded that all four aspects of IT have positive and significant effect of 

economic development of the country. This study help manages to understand the 

importance of IT while decision making. This study help government in policy 

making. Next study can be conducted on the other aspects of economic 

development and IT.  
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1. INTRODUCTION

Information technology (IT) has become a significant and dominant feature 

in every aspect for businesses operating globally; it has a major part to play for 

any field of Business included Supply Chain Management (SCM). Despite the fact 

the information and communication technology can add value to firm products / 

services, in order to gain economic development, the adoption rate of new 

technology in developing countries is relatively low due to low technological and 

managerial capabilities [1]. A vast number of companies are subcontracting their 

manufacturing functions to third party manufacturing’s companies so that they can 

focus on their strengths due to increase in competition and the client’s 

expectations [2]. Few Studies have identified that information technology can 

enhance overall cost, quality of service, productivity, efficiency and effectiveness 

of manufacturing operations [3].  

Information technology has the potential for manufacturing’s success that it can 

help manufacturing’s firms to develop to manufacturing’s competitiveness and to 

gain the economic development[4]. Numerous factors have impact the firm’s 

competitiveness. However, most of the researchers since 1980 have examined the 

concept of IT as a powerful and dominant competitive factor for organization [5]. 

Second, there is a misunderstanding toward the IT implementation process mainly 
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because managers do not understand the relationship between IT and the 

manufacturing’s firms themselves or are ambiguous about the opportunities that 

IT can offer [6].  

2. LITERATURE REVIEW

The aim and objective of this research study are to investigate the impact of 

the information technology on the economic development of the manufacturing’s 

firm in Palestine. The limitation of this study is that it is constraint to the market of 

Palestine especially of Palestine and data was collected from manufacturing’s firm 

operating in Palestine and relationship between IT and economic developments 

may not hold in different socio-cultural environments and industrial situations. 

Secondly, due to time constraint research has not been conducted on a broader 

spectrum [7] and there are not much secondary studies available on the subject 

matter based on Palestine scenario. Furthermore, this study is constraints to only 

four variables of information technology namely; IT Resource Commitment, IT 

Competency, IT Valence, and last IT Managerial Commitment. 

2.1. Economic Development 

In recent years, the Palestinian economy has been characterized by positive but 

weakening Gross Domestic Product (GDP) development, high unemployment, and 

high pressure on real wages’ The Palestinian government is burdened by high 

public debt, especially to the private sector. Private sector development has been 

stifled by Israeli restrictions on access and movement, as well as other influences 

associated with the occupation’s highly capricious regime[8]. Data from 

Palestinian firms surveyed in 2006 and again in 2013 showed no significant 

development in capital investment or employment during this period due to the 

uncertainty and fragmentation related to Israeli-imposed restrictions.  

2.2. Information Technology 

It has further been reflected that when manufacturing’s firm work on IT 

development and deployment, it results in the achievement of improved 

performance measures like improved quality of services, reduced cycle time and 

costs [9]. Considering these findings, it can be reflected that IT has the potential of 

improving and increasing the economic development of manufacturing’s firms 

across the globe [10] whereas studies have also reflected on the potential of IT to 

enhance operational effectiveness and efficiency, while bringing a change in the 

competencies and economic development of these firms [11]. 

IT resource commitment: For instance, the research conducted by Santhanam and 

Hartono (2003) argued that IT commitment relies highly on the managerial 

commitment, which becomes evident when the top management is directly 

involved within the processes, and shows its support and commitment by 

allocating sufficient extent and level of resources that may help in the achievement 

of the desired productivity goals and objectives [12]. 

IT Competency: In this context, studies in specific reference to manufacturing’s 

industry have reflected that effective IT integration has become a necessity for 

firms to ensure optimal level of support for the manufacturing’s processes and 

practices [13]. This can be further confirmed through the study offering empirical 

evidence of IT being fairly predictive of manufacturing’s competency. 
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2.3. Research Framework and Hypothesis   

Based on above literature review current study propose a new framework in 

figure 1 that has four independent variables and one dependent. 

H1: IT valence has positive impact on the economic development of Palestine. 

H2: IT resource commitment has positive impact on the economic development of 

Palestine. 

H3: IT managerial commitment has positive impact on the economic development 

of Palestine. 

H4: IT competency has positive impact on the economic development of 

Palestine. 

Figure 1: Research Framework 

3. RESEARCH FRAMEWORK

A research can either be qualitative or quantitative, or both. Qualitative 

research focuses more on the perceptions and views of the participants, which 

makes it in-depth and rich method. On the other hand, quantitative method 

focuses highly on statistical analysis, which makes it more inclined towards 

empirical investigation [14]. The pathway guiding about the data collection and 

analysis is reflected under research approach, which is generally in the form of 

either explanatory or exploratory research [15]. In exploratory research approach, 

the focus remains on addressing research question by description of the case, 

which is the reason that this approach is considered when there is insufficient 

information related to the topic, or when the relationship between variables is not 

clearly defined [16]. Unlike exploratory research, explanatory research focuses 

on an in-depth analysis of the topic being investigated, and is ideal to learn more 

about the future.  

4. ANALYSIS AND DISCUSSION

4.1. Descriptive Analysis 

The last general question was about the ownership of the manufacturing’s 

firms. It was found that 87 of the manufacturing’s firm operating in Palestine were 

based on sole proprietorship, 89 of these firms were based on partnership, 105 

were foreign joint ventures, 34 were private limited, and 22 were multinational / 

global manufacturing’s firms. 

IT valence 

IT resource 

commitment 

IT managerial 

commitment 

IT competency 

Economic 

Development 
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Figure 2: Demographic information 

5. Validity and Reliability

This study did the face validity. The draft questionnaire was presented to academic

expert and industry expert. They have given very fruitfully suggestion [16]. All

suggestions and recommendations were incorporated. Meanwhile data reliability

was also assessed. It has found that alpha value of all variable is above threshold

limit. Thus, it can be concluded that the instrument is valid and reliable.

Table 1: Reliability analysis 

Variable No. of items Cronbach’s Alpha 

IT Valence 2 0.878 

Resource effect 2 0.768 

Managerial efforts 2 0.699 

IT Competency 2 0.899 

Economic Development 7 0.711 

5.1. Hypothesis Testing 

Correlation analysis was conducted to identify the relationship between the 

key factors related to Information Technology, and their relationship with the 

economic development of manufacturing’s firms. The results have been presented 

[17]. When the IT Valence (ITV) was investigated for its relationship with other 

variables, it was found that ITV had moderate relationship with RE (0.671) and 

ED(0.623), but weak relationship with ME (0.564) and ITC (0.487). However, the 

nature of the relationship was positive, which was identified through the Sig. (2-

tailed) value of 0.000. This means that the relationship ranges from weakly to 

moderately positive linear relationship [18]. 

When the Economic development (ED) was investigated for its relationship with 

other variables, it was found that EDhad moderate relationship with other 

variables [19]. This was identified through the Pearson Correlation values of 0.623 

for ITV, 0.634 for RE, 0.489 for ME, and 0.612 for ITC. The nature of the 

relationship was positive, which was identified through the Sig. (2-tailed) value of 

0.000. This means that the relationship was moderately positive linear relationship 

between ED and other variables. 
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Table 2: Correlation analysis 

ITV RE ME ITC ED 

ITV 1 .671
**

.564
**

.487
**

.623
**

RE .671
**

1 .555
**

.489
**

.634
**

ME .564
**

.555
**

1 .634
**

.489
**

ITC .487
**

.489
**

.634
**

1 .612
**

ED .623
**

.634
**

.489
**

.612
**

1 

There is a plethora of studies reflecting on these factors as the source of economic 

development for a wide range of businesses from different sectors and industries, 

but the lack of information related to Palestine and its manufacturing’s industry 

has made it difficult to understand the impact of IT on the economic development 

of manufacturing’s firms operating in Palestine. By working on this gap, the 

research intends to offer valuable knowledge that may help to fill the void in the 

literature, while helping the manufacturing’s firms to understand the value and 

significance of IT in their operations [20]. 

Table 3: Regression analysis 

Hypothesis 
Sig. 

Value 
T 

Accepted or 

Rejected 

H1: IT resources commitment has 

positive impact on economic 

development 

0.036 2.675 Accepted 

H2: IT competency has positive 

impact on economic development 
0.000 3.312 Accepted 

H3: IT valence has positive impact on 

economic development 
0.018 2.343 Accepted 

H4: IT managerial commitment has 

positive impact on economic 

development 

0.009 2.231 Accepted 

This section has presented and discussed the results and findings related to the 

impact of Information Technology on the economic development of 

manufacturing’s firms in Palestine, Palestine. The study confirmed that IT 

valence, IT resource commitment, IT competency, and IT managerial commitment 

had significant impact on economic development of manufacturing’s firms [21]. 

The key limitation of this research was the use of quantitative research design, 

instead of working with mixed method. The quantitative design has provided 

empirical findings, but if mixed methods had been applied, it would have provided 

the research with both theoretical and empirical knowledge, which could have 

added value to the research and its findings [22]. On the other hand, another 

limitation was the scope of the research. This study has only preferred working 

with manufacturing’s firms in Palestine, which means that the findings and results 

cannot be generalized, and may hold no value for other sectors [23]. 
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5. CONCLUSION

In summary, this research has confirmed that Information Technology is 

critically important for the economic development of manufacturing’s firms in 

Palestine. This was found through different manufacturing’s firms operating in 

Palestine, Palestine via close-ended questionnaire distributed to the firms to be 

filled and returned. Since there are 480 manufacturing’s firms operating in 

Palestine, this research has only considered 315manufacturing’s firms in 

accordance with the Krejcie & Morgan (1970) sample size table. The data 

obtained via questionnaire was used as an input for SPSS, which confirmed that 

factors related to IT (i.e., IT resource commitment, IT managerial commitment, IT 

valence and IT competency), had significantly positive impact on economic 

development. 
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