
www.manaraa.com

Communications of the Association for Information Systems

Volume 11 Article 25

3-29-2003

Developments in Practice VII: Developing and
Delivering the IT Value Proposition
Heather A. Smith
Queen's School of Business, Queen's University, hsmith@business.queensu.ca

James D. McKeen
Queen's School of Business, Queen's University, jmckeen@business.queensu.ca

Follow this and additional works at: https://aisel.aisnet.org/cais

This material is brought to you by the AIS Journals at AIS Electronic Library (AISeL). It has been accepted for inclusion in Communications of the
Association for Information Systems by an authorized administrator of AIS Electronic Library (AISeL). For more information, please contact
elibrary@aisnet.org.

Recommended Citation
Smith, Heather A. and McKeen, James D. (2003) "Developments in Practice VII: Developing and Delivering the IT Value
Proposition," Communications of the Association for Information Systems: Vol. 11 , Article 25.
DOI: 10.17705/1CAIS.01125
Available at: https://aisel.aisnet.org/cais/vol11/iss1/25

https://aisel.aisnet.org/cais?utm_source=aisel.aisnet.org%2Fcais%2Fvol11%2Fiss1%2F25&utm_medium=PDF&utm_campaign=PDFCoverPages
https://aisel.aisnet.org/cais/vol11?utm_source=aisel.aisnet.org%2Fcais%2Fvol11%2Fiss1%2F25&utm_medium=PDF&utm_campaign=PDFCoverPages
https://aisel.aisnet.org/cais/vol11/iss1/25?utm_source=aisel.aisnet.org%2Fcais%2Fvol11%2Fiss1%2F25&utm_medium=PDF&utm_campaign=PDFCoverPages
https://aisel.aisnet.org/cais?utm_source=aisel.aisnet.org%2Fcais%2Fvol11%2Fiss1%2F25&utm_medium=PDF&utm_campaign=PDFCoverPages
https://aisel.aisnet.org/cais/vol11/iss1/25?utm_source=aisel.aisnet.org%2Fcais%2Fvol11%2Fiss1%2F25&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:elibrary@aisnet.org%3E


www.manaraa.com

438                          Communications of the Association for Information Systems (Volume 11, 2003) 438-450         

          Developments in Practice VII: Developing and Delivering the IT Value Proposition by H.A. Smith  
        and J.D. McKeen 

 

 
 

DEVELOPMENTS IN PRACTICE VII: 
DEVELOPING AND DELIVERING THE IT VALUE 

PROPOSITION  
 

 

HEATHER A. SMITH 
JAMES D. MCKEEN 
School of Business, 
 Queen’s University 
jmckeen@business.queensu.ca 

ABSTRACT 

In spite of many years of effort, we are still not able to articulate and deliver IT value accurately. 
Unfortunately, “silver bullet thinking” still predominates (i.e., plug in technology and deliver bottom 
line impact) in organizations today. IT value is a multi-layered concept, far more complex than it 
first appears. To examine this complex concept and how it is understood in IT organizations, the 
authors convened a focus group of practicing IT managers from a number of different industries. 
This paper, using the inputs from the focus group, explores how organizations are attempting to 
determine and develop effective IT value propositions. It describes the three components of this 
proposition: identification of potential value, effective conversion, and realizing value.  The paper 
then derives a number of principles of delivering IT value. We conclude that  there is no single 
agreed-on notion of business value. Therefore, it is important to make sure that both business 
and IT managers work to a common value goal whether traditional cost reduction, process 
efficiencies, new business capabilities, improved communication, or any other objectives.  We 
also suggest that technology is being used as a catalyst to drive many different types of 
organizational transformation and strategy. Therefore, IT value can no longer be viewed in 
isolation from the other parts of business, namely people and information.  

Keywords:  IT value, IT value identification, IT value conversion, IT value realization, IT payback, 
IT benefits, IT costs. 

I. INTRODUCTION 

It’s déjà vu all over again. For at least twenty five years, business leaders have tried to figure out 
exactly how and where IT can be of value in their organizations. And IT managers tried to learn 
how to deliver this value. When IT was used mainly as a productivity improvement tool in small 
areas of a business, this process was relatively straightforward. Value was measured by reduced 
head counts – usually in clerical areas – and/or the ability to process more transactions per 
person. However, as systems grew in scope and complexity, so unfortunately did the risks. Few 
companies escaped this period without making at least a few disastrous investments in systems 
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that didn’t work or didn’t deliver the bottom line benefits executives thought they would. Naturally, 
IT was blamed. 

With the advent of the strategic use of IT in business, it became even more difficult to isolate and 
deliver on the IT value proposition. It was often hard to tell if an investment paid off. Who could 
say how many competitors were deterred or how many customers were attracted by a particular 
IT initiative? More recently, with the dot.com “bubble”, many companies were left with a 
substantial investment in e-business and little to show for it. While over the years many 
improvements occurred in where and how IT investments are made and good controls were 
established to limit time and cost over-runs, we are still not able to articulate and deliver 
accurately on a value proposition for IT when it comes to anything other than simple productivity 
improvements or cost savings.  

Problems in delivering IT value can lie with how a value proposition is conceived or in what is 
done to implement an idea, i.e., selecting the right project and doing the project right [McKeen 
and Smith, 2003; Cooper et al., 2000]. While most firms attempt in some way to calculate the 
payback of an IT investment before making it, few actually follow up to ensure that value was 
achieved or to question what needs to be done to make sure that value will be delivered.  

To explore how organizations are attempting to determine and develop effective IT value 
propositions, the authors convened a focus group of practicing IT managers from a number of 
different industries. To help guide the discussion, the managers were given a series of questions 
to prepare in advance. These questions included: 

• What factors are important in justifying your IT investments, e.g., cost savings, strategic 
value, ‘soft’ benefits?  

• What business and IT factors make a difference (either positively or negatively) at each 
stage of an IT project? 

• What formal mechanisms does your organization have in place to ensure value is 
delivered? 

• What have you observed are the important elements that can deliver extra unanticipated 
value or leverage an investment in IT? 

This paper first looks at the nature of IT value and “peels the onion” into its different layers. Then 
it examines the three components of delivering IT value:   

• value identification,  
• conversion and  
• value realization.  

Finally, we identify five general principles for ensuring IT value is achieved. 

II. PEELING THE ONION: UNDERSTANDING IT VALUE 

Thirty years ago, the IT value proposition was seen as a simple equation – deliver the right 
technology to the organization and financial benefits will follow [Marchand et al., 2000; Cronk and 
Fitzgerald, 1999]. In the early days of IT, when computers were most often used as direct 
substitutes for people, this equation was understandable, even if it rarely worked this simply. It 
was fairly easy to compute a bottom line benefit when X dollars of technology could be invested 
to save Y dollars in salaries. 

Problems with this simplistic view quickly arose when technology came to be used as a 
productivity support and as a strategic tool. Under these conditions, managers had to decide if an 
IT investment was worth making. Did the investment save people time? Did it help them make 
better decisions? Did it improve service? Thus, other factors, such as how well technology was 
used by people or how IT and business processes worked together became important 
considerations in how much value is realized from an IT investment.  
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These issues long confounded our understanding of the IT value proposition. They led to many 
opinions (often negative) about how and where technology contributed to business value. More 
than a decade ago, Stephen Roach [1989] made headlines with his macro-economic analysis 
that IT investment resulted in absolutely no impact on productivity in the services sector in the 
1980’s. More recently, many companies felt they were lured into spending millions on web sites 
and online shopping with very little payback [Earle and Keen, 2000]. 

These perceptions, plus ever-increasing IT expenditures, mean business managers are taking a 
closer look at how and where IT delivers value to an organization [Ginzberg, 2001]. As they do 
this, they are beginning to change their understanding of the IT value proposition. While 
unfortunately, “silver bullet” thinking still predominates (i.e., plug in technology and deliver bottom 
line impact), increasingly IT value is seen as a multi-layered concept, far more complex than it 
first appeared (Figure 1). This view suggests that before an IT value proposition can be identified 
and delivered, managers should first “peel the onion” and understand more about the nature of IT 
value itself . 

 

H O W  W IL L  V A L U E
B E  D E L IV E R E D ?

W H E N  V A L U E  
W IL L  B E  D E L IV E R E D ?

W H O  W IL L
D E L IV E R  V A L U E ?

W H E R E  V A L U E  W IL L  B E
D E L IV E R E D ?

W H A T  V A L U E  W IL L  B E  
D E L IV E R E D ?

 
 

Figure 1. IT Value is a Many-Layered Concept 

WHAT IS IT VALUE? 

 “Value” is defined as the worth or desirability of a thing [Cronk and Fitzgerald, 1999]. It is a 
subjective assessment. While many believe it is not, the value of IT depends very much on how 
business and its individual managers choose to view it. Each company and even each executive 
will define value differently. Strategic positioning, increased productivity, improved decision-
making, cost savings or improved service are all ways value could be defined. Today, most 
businesses define value broadly and loosely, not simply as a financial concept [Ginzberg, 2001]. 
Ideally, it is tied to the organization’s business model since adding value with IT should enable a 
firm to do its business better.  
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BEST PRACTICES IN UNDERSTANDING  
IT VALUE 

• Link IT value directly to your business 
model. 

• Recognize value is subjective and manage 
perceptions accordingly. 

• Aim for a value “win-win” across 
processes, work units and individuals. 

• Seek business commitment to all IT 
projects. 

• Manage value over time. 

In the focus group: 

• one company saw value resulting from all parts of the organization having the same 
processes;  

• another defined value by ROI;  

• still another measured it by a composite of key performance indicators.  

 

In short, no single measure of IT value is agreed upon. As a result, misunderstandings about the 
definition of value can lead to feelings that value was not delivered, either between IT and 
business or among business managers themselves. Therefore, a prerequisite of any IT value 
proposition is that everyone involved in an IT initiative agree on what value is to be delivered and 
how it will be recognized. 

WHERE IS IT VALUE?   

Value may also vary according to where one looks for it [Davern and Kauffman, 2000]. For 
example, value to an enterprise may 
not be perceived as value in a work 
group or by an individual. In fact, 
delivering value at one level in an 
organization may actually conflict with 
optimizing value at another level. 
Decisions about IT value are often 
made to optimize firm or business 
process value, even if they cause 
difficulties for business units or 
individuals.  

 “At the senior levels, our 
bottom line drivers of value are 

cost savings, cash flow, customer satisfaction, and revenue. These are not 
always visible at the lower levels of the organization.” Manager in Focus Group 

Failure to consider value implications at all levels can lead to a value proposition that is 
counterproductive and may not deliver the value anticipated. Many executives take a hard line 
with these value conflicts. However, it is far more desirable to aim for value that is not a narrow 
win-lose proposition, but is a win-win at all levels. This approach can leverage overall value many 
times over [Chan, 2001]. 

WHO DELIVERS IT VALUE?   

Increasingly, managers realize that is the interaction of people, information and technology that 
delivers value, not IT alone1. Recent studies have confirmed that strong IT practices alone do not 
deliver superior performance. It is only the combination of these practices with an organization’s 
skills at managing information and people’s behaviors and beliefs that leads to real value 
[Marchand et. al, 2000; Ginzberg, 2001]. In the past, IT bore most of the responsibility for 
delivering IT value. Today, however, members of the focus group felt there is a growing 
willingness on the part of business managers to share responsibility with IT to ensure value is 
realized from the organization’s technology investments. Most focus group companies now 
                                                      
1   These interactions in a structured form are processes. Processes are often the focus of much 
organizational effort in the belief that streamlining and reengineering them will deliver value. In 
fact, Chatterjee and Seagars [2002] show that without attention to information and people, very 
little value is delivered. In addition, attention to processes in organizations often ignores the 
informal processes that contribute to value. 
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expect to have an executive sponsor for any IT initiative and some business participation in the 
development team. However, many IT projects still do not receive the degree of support or 
commitment from business that IT managers feel necessary to deliver fully on a value proposition 
[Thorp, 1999]. 

WHEN IS IT VALUE REALIZED?   

Value also involves a time dimension. It has long been known that the benefits of technology take 
time to be realized [Chan, 2001]. People must be trained; organizations and processes must 
adapt to new ways of working; information must be compiled; and customers must learn what 
new products and services are offered. Companies are often unprepared for the time it takes an 
investment to pay off. Typically, full payback can take between three and five years and can have 
at least two spikes as a business adapts to the deployment of technology. Figure 2 shows this ‘W’ 
effect for a single IT project. Initially, companies spend a considerable amount in deploying a new 
technology. During this 12-16 month no benefits occur. Following implementation, some value is 
realized as companies achieve initial efficiencies. This period lasts for about six months. 
However, as use increases, complexities also grow. Information overload can occur and costs 
increase. At this stage, many can lose faith in the initiative. This period is dangerous. The final set 
of benefits can only occur by making the business simpler and applying technology, information, 
and people more effectively. If a business can manage to reach the end of the W cycle, it can 
achieve sustainable long-term value from its IT investment [Chatterjee and Seagars, 2002]. If it 
can’t, value from technology can be offset by increased complexity. 

EVA

TIME

12-16 Months 16-22 Months 22-38 Months 3 - 5 Years

Make Business
SimplerMake the 

Business
Complex

Harvest Low-
Hanging Fruit

Get the House
in Order

 

Figure 2. The ‘W’ Effect in Delivering IT Value  
                                                 (after Chatterjee and Seagars, [2002]) 
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Time also changes perceptions of value. Many IT managers can tell stories of how an initiative 
was initially vilified as being of little or no value when first implemented, only for people to say 
only a few years later they couldn’t imagine running the business without it. Similarly, most 
managers can identify projects where time led to a clearer understanding of the potential value of 
a project. Unfortunately, in cases where anticipated value declines or disappears, projects aren’t 
always killed [Cooper et al., 2000]. 

Clarifying and agreeing on these different layers of IT value is the first step involved in developing 
and delivering on the IT value proposition. All too often, this work is forgotten or given short shrift 
in the organization’s haste to answer the question, “how will IT value be delivered?” (Section III). 
As a result, misunderstandings arise and technology projects do not fulfill their expected promise. 
It will be next to impossible to do a good job developing and delivering IT value unless and until 
the concepts involved in IT value are clearly understood and agreed on by both business and IT 
managers. 

III. THE THREE COMPONENTS OF THE IT VALUE PROPOSITION 

Developing and delivering an IT value proposition involves addressing three components.  

• First, potential opportunities for adding value must be identified.  
• Next, these opportunities must be converted into effective applications of technology.  
• Finally, value must be realized by the organization.  
 

Together, these three components comprise the fundamentals of any value proposition (Figure 

3). 

IT
VALUE

CON-
VERSION

REALIS-
ATION

IDENTI-
FICATION

 

Figure 3. The Three Components of the IT Value Proposition 

 

IDENTIFICATION OF POTENTIAL VALUE  

In most organizations, identifying opportunities for making IT investments is typically a fairly 
informal activity. Few companies use well-organized means to do research into new technologies 
or strategize about where these technologies can be used [McKeen and Smith, 2003]. More 
companies use mechanisms for identifying opportunities within business units. Sometimes, a 
senior IT manager will be designated as a “relationship manager” for a particular unit with 
responsibility for working with business management to identify opportunities where IT could add 
value [Agarwal and Sambamurthy, 2002]. Many other companies however, still leave it up to 
business managers to identify where they want to use IT. Growing evidence demonstrates that 
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BEST PRACTICES IN 
IDENTIFYING POTENTIAL VALUE 

 
• Joint business-IT structures to 

recognize and evaluate 
opportunities 

• A means of comparing value 
across projects 

• A portfolio approach to project 
selection. 

• A funding mechanism for 
infrastructure 

relegating the IT organization to a passive role developing systems according to business 
instructions is unlikely to lead to high IT value. Research is beginning to show that involving IT in 
business planning can, directly and positively, influence the development of successful business 
strategies using IT [Marchand et. al, 2000; Ginzberg, 2001]. These findings suggest that 
organizations should establish joint business-IT mechanisms to identify and evaluate both 
business and technical opportunities where IT can add value. 

Once opportunities are identified, companies must then make decisions about where they want to 
focus their funds to achieve significant value. 
Selecting the right projects for an organization 
always involves balancing three fundamental 
factors:   

• cash,  
• timing and  
• risk [Luehrman, 1997].  

In principle, every company wants to undertake 
only high return projects. In reality, project 
selection is based on many different factors. For 
example, pet or political projects or those 
mandated by government or competitors are 
often part of a company’s IT portfolio [Carte et. 
al, 2001]. Focus group members noted that 

disagreement at senior levels about which projects to undertake can arise because of a lack of a 
coherent and consistent mechanism for assessing value between projects. All organizations need 
some formal mechanism for prioritizing projects in this way. Without one, it is very likely that 
project selection will become highly politicized and hence ineffective at delivering value. The 
focus group companies established a variety of means to select projects, ranging from using 
strictly bottom line metrics, to comparing balanced scorecards, to adopting a formal value 
assessment methodology. However, while these approaches continue to help weed out higher 
cost/lower return projects, they are not a foolproof means of selecting the right projects for an 
organization. Using strict financial selection criteria for example, can exclude potentially high-
value strategic projects with less well-defined returns, longer payback periods and more risk 
[Cooper et al., 2000]. Similarly, all focus group members find it difficult to get important 
infrastructure initiatives funded even though these projects may be fundamental to improving 
organizational capabilities [Byrd, 2001]. 

Therefore increasingly, organizations are taking a portfolio approach to project selection. A 
portfolio allocates resources and funding to different types of projects, enabling each type of 
opportunity to be evaluated according to different criteria [McKeen and Smith, 2003]. One focus 
group company identified three different classes of IT (infrastructure, common systems, and 
business unit applications) and then funds them in different proportions. In other companies, 
funding for strategic initiatives is allocated in stages so their potential value can be re-assessed 
as more information about them becomes known [Luehrman, 1997]. Almost all companies found 
it necessary to justify infrastructure initiatives differently than more business-oriented projects. In 
fact, some remove these types of projects from the selection process altogether and fund them 
with a “tax” on all other development [McKeen and Smith, 2003]. Other companies allocate a 
fixed percentage of their IT budgets to a technology renewal fund. 

Organizations are far along in formalizing where and how they choose to invest their IT dollars. 
Nevertheless, room for judgment, based on solid business and technical knowledge, is still 
considerable. In an ideal world, all executives involved would think strategically and 
systematically, as well as financially, about identifying and selecting projects. 
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BEST PRACTICES IN CONVERSION 

• Availability of adequate and qualified IT 
and business resources. 

• Training in business goals and processes.
• Multifunctional change management. 
• Emphasis on higher level learning and 

knowledge management. 

EFFECTIVE CONVERSION  

Since their inception, “conversion” from idea/opportunity to reality is what IT organizations were 
all about. A huge amount of effort went into this central component of the IT value proposition. As 
a result, many IT organizations have become quite good at developing and delivering projects on 
time and on budget. Excellent project management, effective execution, and reliable operations 
are essential parts of IT value. However, they are not, in and of themselves, sufficient to convert a 
good idea into value or to deliver value to 
an organization.  

Today, both managers and researchers 
recognize that more is involved in 
effective conversion than good IT 
practices. Most important, organizations 
can set themselves up for failure by not 
providing adequate and qualified 
resources. Many companies start more 
projects than they can deliver effectively 
with the resources available. Without enough time or resources to do the job, people are spread 
too thinly and end up taking short-cuts which are potentially damaging to value [Cooper et al., 
2000]. Resource limitations on the business side of a project team can be equally as damaging to 
conversion as a lack of technical resources.  

“[Value is about] far more than just sophisticated managerial visions about how 
technology can be leveraged…. Training and other efforts ... to how to obtain 
value from IT investments are often hamstrung by insufficient resources” [Chircu 
and Kauffman, 2000].  

Inadequate business resources can lead to poor communication and ineffective problem-solving 
on a project [Ginzberg, 2001]. Focus group companies are beginning to recognize that the 
number and  quality of the staff assigned to an IT project can make a difference to its eventual 
outcome and to insist that the organization’s best IT and business people be assigned to critical 
projects.  

Other significant barriers to conversion becoming more apparent now that IT improved its own 
internal practices include: 

• Organizational Barriers. The effective implementation of IT frequently requires 
extensive redesign of current business processes [Chircu and Kauffman, 2000]. 
However, organizations are often reluctant to make the required, difficult, complementary 
business changes and investments [Carte et al., 2001].  

“When new IT is implemented, everyone expects to see costs come 
down. However, most projects involve both business and IT deliverables. 
We therefore need to take a multi-functional approach to driving 
business value.” Focus Group Member 

In recognition of this fact, some companies are beginning to put formal change 
management programs in place to help businesses prepare for the changes involved with 
IT projects and to adapt and simplify as they learn how to take advantage of new 
technology. 

• Knowledge barriers. Most often, new technology and processes require employees to 
work differently, learn new skills, and develop new understanding of how and where 
information, people and technologies fit together [Chircu and Kauffman, 2000]. While 
training is an established part of new IT implementations, more recently businesses 
recognized that delivering value from technology requires a broader and more 
coordinated learning effort [Smith and McKeen, 2002)]. Focus group members were 
unanimous that lasting value comes from people and technology working together as a 
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BEST PRACTICES IN 
REALIZING VALUE 

• Plan a value realization 
phase for all IT projects. 

• Measure outcomes against 
expected results. 

• Look for and eliminate root 
causes of problems. 

• Assess value realization at all 
levels in the organization. 

• Provide for acting on new 
opportunities to leverage 
value.

system rather than discrete entities. Research results confirm that high performing 
organizations are those: 

• with strong IT practices  
• with good information management practices for people,  and  
• who are able to use the information they receive effectively 

                 [Marchand et al., 2000]. 

 

REALIZING VALUE  

The final component of the IT value proposition is the most frequently ignored. This component is 
the work involved in actually realizing value after technology is implemented. Value realization is 
a proactive and long-term process for any major initiative (e.g., the W curve in Figure 2) [Thorp, 
1999]. All too often, after an intense implementation period, a development team is disbanded to 
work on other projects and the business areas affected by new technology are left to sink or 
swim. As a result, a project’s benefits can be realized imperfectly. Technology must be used 
extensively if it is to deliver value. Poorly designed technology can lead to high levels of 
frustration, resistance to change, and low levels of utilization [Chircu and Kauffman, 2000].  

Some focus group members suggested that the root cause for resistance to change can be an 
assumption or an action that doesn’t make sense in 
the everyday work people do. Sometimes, 
implementers must challenge workers’ understanding 
of work expectations or information flows. At other 
times, it requires doing better analysis of where and 
how a new process is causing bottlenecks, overwork, 
or overload. As one manager put it:  

“if value is not being delivered, we need to 
understand the root causes and do something 
about it.”   

His company takes the unusual position that it is 
important to keep a team working on a project until the 
expected benefits are realized. Focus group members 
agreed that this approach is ideal but pointed out that 
it can also be very costly and therefore, must be 
managed carefully. Some companies try to short circuit the value management process by simply 
taking anticipated cost savings out of a business unit’s budget once technology is implemented, 
thereby forcing the unit to do more with less whether or not the technology is as beneficial as 
anticipated. However, most often, organizations do little or no follow-up to determine whether or 
not benefits were achieved.  

Measurement is a key component of value realization [Thorp, 1999)]. After implementation, it is 
essential that all stakeholders review outcomes systematically against expected value and take 
appropriate actions to achieve benefits. In addition to monitoring metrics, measurement includes: 

• a thorough and ongoing assessment of value and information flows at all levels of 
analysis:  individual, team, work unit, and enterprise, and  

• efforts to understanding and improve aspects of process, information and technology that 
act as barriers to achieving value.  

A significant problem with not paying attention to value realization is that areas of unexpected 
value or opportunity are also ignored. This is unfortunate since it is only after technology is 
installed that many business people can see how it could be leveraged in other parts of their 
work. Realizing value should therefore also include provisions to evaluate new opportunities 
arising through serendipity.  



www.manaraa.com

Communications of the Association for Information Systems (Volume 11, 2003) 438-450                         447 

Developments in Practice VII: Developing and Delivering the IT Value Proposition by H.A. Smith  
and J.D. McKeen  

IV. PRINCIPLES OF DELIVERING VALUE 

In addition to clearly understanding what value means in a particular organization and to ensuring 
that the three components of the IT value proposition are addressed by every project, the 
members of the focus group identified five principles that are central to developing and delivering 
value in every organization. 

PRINCIPLE 1. USE A CLEARLY DEFINED PORTFOLIO VALUE MANAGEMENT PROCESS.  

Every organization should use a common process for managing the overall value being delivered 
to the organization from its IT portfolio. This process would begin as a means of identifying and 
prioritizing IT opportunities by potential value relative to one another. It would also include 
mechanisms to optimize enterprise value (e.g., through tactical, strategic and infrastructure 
projects) according to a rubric of how the organization wants to allocate its resources.  

A portfolio value management process should continue to follow up on projects as they are being 
developed. It should not only ensure that projects are meeting schedule and budget milestones, 
but also that other elements of conversion effectiveness are being addressed, e.g., business 
process redesign, training, change management, information management, and usability. A key 
barrier to achieving value can be an organization’s unwillingness to revisit the decisions made 
about its portfolio [Carte et al., 2001]. Yet, such revisits are particularly important for strategic and 
infrastructure initiatives. Companies may need to approve investments in these types of projects 
based on imperfect information in an uncertain environment. As they develop, improved 
information can lead to better decision-making about an investment. In some cases, the new 
information might lead to a decision to kill a project; in others, to speed it up or to reshape it as a 
value proposition becomes clearer.  

Finally, a portfolio value management process should include an ongoing means of ensuring that 
value is realized from an investment. Management must monitor for expected outcomes at 
appropriate times following implementation and hold someone in the organization accountable for 
delivering benefits [Thorp, 1999].  

PRINCIPLE 2. AIM FOR CHUNKS OF VALUE 

Much value can be frittered away by dissipating IT investments on too many projects [Marchand 
et al. 2000]. Focusing on a few key areas and designing a set of complementary projects that will 
really make a difference is one way companies are trying to address this concern. Many focus 
group member companies are undertaking larger and larger technology initiatives that will create 
a transformational and/or strategic impact on the organization. However, unlike earlier efforts 
which often took years to complete and ended up being of  questionable value, these initiatives 
aim to deliver major value through a series of small, focused projects which, linked together, will 
result in both immediate short-term impact and longer term strategic value. For example, in one 
focus group company 300-400 projects are underway linked to one of a dozen major initiatives.  

PRINCIPLE 3. ADOPT A HOLISTIC ORIENTATION TO TECHNOLOGY VALUE  

Since value comes from the effective interaction of people, information, and technology (Section 
II), organizations must aim to optimize their ability to manage and use them together [Marchand, 
2000]. Adopting a systemic approach to value where technology is not viewed in isolation and 
interactions and impacts are anticipated and planned contributes to perceived business value 
[Ginzberg, 2001]. Managers should therefore aim to incorporate people and information 
management as an integral part of an overall program of business change, rather than dealing 
with them as afterthoughts to technology [Thorp, 1999]. One focus group company, for example, 
did this by taking a single business objective (e.g., “increase market penetration by 15% over five 
years”) and designing a program around it which includes a number of bundled technology 
projects. 
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PRINCIPLE 4. AIM FOR JOINT OWNERSHIP OF TECHNOLOGY INITIATIVES.  

This principle covers a lot of territory. It includes the need for strong executive sponsorship of all 
IT projects.  

“Without an executive sponsor for a project, we simply won’t start it,” Manager in 
focus group  

It also emphasizes that everyone involved in a project must feel they are responsible for the 
results.  

“These days, it is very hard to isolate the impact of technology; therefore, there 
must be a ‘we’ mentality.”  Another manager in focus group 

This perspective is reinforced by research that found that the quality of the IT-business 
relationship is central to the delivery of IT value. Mutual trust, visible business support for IT and 
its staff, and IT staff who consider themselves to be part of a business problem-solving team all 
make a significant difference in how much value technology is perceived to deliver [Ginzberg, 
2001]. 

PRINCIPLE 5. EXPERIMENT MORE OFTEN  

The growing complexity of technology, the range of options available, and the uncertainty of the 
business environment each makes it considerably more difficult to determine where and how 
technology investments can be made most effectively. Executives naturally object to the risks 
involved in investing heavily in possible business scenarios or technical gambles that may or may 
not realize value. As a result, many companies look for ways to firm up their understanding of the 
value proposition for a particular opportunity without taking too much risk. Undertaking pilot 
studies is one way of doing so [Thomke, 2001]. Such experiments can prove the value of an idea, 
uncover new opportunities and identify more about what will be needed to make an idea 
successful. They provide senior managers with a greater number of options in managing a project 
and an overall technology portfolio. They enable potential value to be re-assessed and 
investments in a particular project to be re-evaluated and re-balanced against other opportunities 
more frequently. In short, experimentation enables technology investments to be made in chunks 
and makes “go/no go” decisions at key milestones much easier to make. 

V. CONCLUSION 

This paper explored the concepts and activities involved in developing and delivering IT value to 
an organization. In their efforts to use technology to deliver business value, IT managers should 
keep the maxim, “value is in the eye of the beholder” clearly in mind. Since a single notion of 
business value is not agreed-on, it is important to make sure that both business and IT managers 
work to a common goal. The goal could be traditional cost reduction, process efficiencies, new 
business capabilities, improved communication, or a host of other objectives. While each 
organization or business unit approaches value differently, increasingly this goal includes much 
more than the simple delivery of technology to a business unit. Technology is being used as a 
catalyst to drive many different types of organizational transformation and strategy. Therefore, IT 
value can no longer be viewed in isolation from the other parts of business, namely people and 
information. Thus, it is no longer adequate to focus simply on developing and delivering IT 
projects in order to deliver value. Today, delivering IT value means managing the entire process 
from conception to cash.  
 

Editor’s Note: This article was received on February 17, 2003  and was published on April 21, 2003 

 



www.manaraa.com

Communications of the Association for Information Systems (Volume 11, 2003) 438-450                         449 

Developments in Practice VII: Developing and Delivering the IT Value Proposition by H.A. Smith  
and J.D. McKeen  

REFERENCES 

Agarwal, R. and V. Sambamurthy (2001) Organizing the IT Function for Business Innovation 
Leadership, Society for Information Management Advanced Practices Council Report, Chicago, 
September. 

Byrd, T. A. (2001) “Information Technology: Core Competencies, and Sustained Competitive 
Advantage”, Information Resources Management Journal, (14)2, April-June, pp. 27-36. 

Carte, T., D. Ghosh, and R. Zmud (2001) . “The Influence of IT Budgeting Practices on the Return 
Derived from IT Investments”, CMISS White Paper, Center for MIS Studies, University of 
Oklahoma, November 

Chan, Y. (2000) “IT value: the great divide between qualitative and quantitative and individual and 
organizational measures”, Journal of Management Information Systems, (16)4, Spring, pp. 225-
261. 

Chatterjee, D. and A. Seagars (2002) . SIM Advanced Practices Council Report, Chicago: Society 
for Information Management  

Chircu, A. and R. J. Kauffman (2000), “Limits to Value in Electronic Commerce-Related IT 
Investments”, Journal of  Management Information Systems, (17)2, Fall, pp. 59-80. 

Cooper, R., S. Edgett, and E. Kleinschmidt (2000), “New Problems, New Solutions:  Making 
Portfolio Management More Effective”, Research Technology Management, (43)2, March-April, 
pp. 18-33. 

Cronk, M. and E. Fitzgerald (1999), “Understanding ‘IS Business Value’: Derivation of 
Dimensions”, Logistics Information Management, (12)1-2, pp. 40-49.  

Davern, M. and R. Kauffman (2000). “Discovering Potential and Realizing Value from Information 
Technology Investments”, Journal of Management Information Systems, (16)4, Spring, pp. 121-
143. 

Earle, N. and P. Keen (2000), From .Com to .Profit: Inventing Business Models that Deliver Value 
and Profit, San Francisco: Jossey-Bass.  

Ginzberg, M. (2001) Achieving Business Value Through Information Technology:  The Nature of 
High Business Value IT Organizations, Society for Information Management Advanced Practices 
Council, Chicago, November.   

Luehrman, T. A. (1997), “What’s It Worth?  A General Manager’s Guide to Valuation”, Harvard 
Business Review,  (75)3,  May-June, pp. 131-141.  

Marchand, D., W. Kettinger, and J. Rollins (2000) “Information Orientation:  People, Technology 
and the Bottom Line”, Sloan Management Review, (41)4, Summer,  pp. 69-80. 

McKeen, J. and H. Smith (2003), Making IT Happen, New York: John Wiley and Sons. 

Roach, S. (1989) “The Case of the Missing Technology Payback”, Proceedings of the Tenth 
International Conference on Information Systems, Boston MA, December.  

Smith, H. and McKeen, J. (2002) “Instilling a Knowledge Sharing Culture”, The KM Forum, 
Kingston Ontario, Canada: Queen’s University, School of Business, (contact authors for a copy). 

Thomke, S. (2001), “Enlightened Experimentation: the New Imperative for Innovation”, Harvard 
Business Review, (79,)2, February, pp. 67-75. 

Thorp, J. (1999), “Computing the Payoff from IT”, The Journal of Business Strategy, (20)3, May-
June 1999, pp. 35-39. 



www.manaraa.com

450                          Communications of the Association for Information Systems (Volume 11, 2003) 438-450         

          Developments in Practice VII: Developing and Delivering the IT Value Proposition by H.A. Smith  
        and J.D. McKeen 

ABOUT THE AUTHORS 

James D. McKeen is Professor of MIS at the School of Business, Queen's University at Kingston, 
Canada and is the Director of the Queen’s Centre for Knowledge-Based Enterprises.  He 
received his Ph.D. in Business Administration from the University of Minnesota. His research 
interests include IT strategy, user participation, the management of IT, and knowledge 
management in organizations. His research is published in a variety of journals including the MIS 
Quarterly, JITM, CAIS, the Journal of Systems and Software, the International Journal of 
Management Reviews, Information & Management, CACM, Computers and Education, OMEGA, 
Canadian Journal of Administrative Sciences, JMIS, KM Review, and Database. He currently 
serves on the Editorial Board of the Journal of End User Computing and was the MIS area editor 
for the Canadian Journal of Administrative Sciences for seven years. Jim and Heather Smith’s 
most recent book: Making IT Happen: Critical Issues in IT Management,  was published in 
January 2003 by Wiley.  
 
Heather A. Smith is Senior Research Associate with Queen’s University School of Business, 
specializing in IT management. A former senior IT manager, she is a founder and co-facilitator 
(with James McKeen) of the IT Management Forum, the CIO Brief, and the KM Forum, which 
facilitate inter-organizational learning among senior executives, and co-author (with James 
McKeen) of Management Challenges in IS: Successful Strategies and Appropriate Action (1996). 
She is also a Research Associate with the Lac Carling Conference on E-Government, the Society 
for Information Management, and Chair of the IT Excellence Awards University Advisory Council. 
Her research is published in a variety of journals and books including CAIS, JITM, Information 
and Management, Database, CIO Canada, and the CIO Governments Review. Her most recent 
book with James McKeen: Making IT Happen: Critical Issues in IT Management , was published 
in January 2003 by Wiley. 
 
Copyright © 2003 by the Association for Information Systems. Permission to make digital or hard copies of 
all or part of this work for personal or classroom use is granted without fee provided that copies are not 
made or distributed for profit or commercial advantage and that copies bear this notice and full citation on 
the first page. Copyright for components of this work owned by others than the Association for Information 
Systems must be honored. Abstracting with credit is permitted. To copy otherwise, to republish, to post on 
servers, or to redistribute to lists requires prior specific permission and/or fee. Request permission to publish 
from: AIS Administrative Office, P.O. Box 2712 Atlanta, GA, 30301-2712 Attn: Reprints or via e-mail from  
ais@gsu.edu . 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



www.manaraa.com

 

  

 
                                     ISSN: 1529-3181 

EDITOR-IN-CHIEF 
Paul Gray 

Claremont Graduate University 
AIS SENIOR  EDITORIAL BOARD 
Cynthia Beath 
Vice President Publications  
University of Texas at Austin  

Paul Gray                                 
Editor, CAIS                                
Claremont Graduate University 

Sirkka Jarvenpaa 
Editor, JAIS 
University of Texas at Austin 

Edward A. Stohr 
Editor-at-Large 
Stevens Inst. of Technology 

Blake Ives                                
Editor, Electronic Publications  
University of Houston 

Reagan Ramsower 
Editor, ISWorld Net 
Baylor University 

CAIS ADVISORY BOARD   
Gordon Davis 
University of Minnesota 

 Ken Kraemer 
Univ. of California at Irvine 

Richard Mason 
Southern Methodist University 

Jay Nunamaker                    
University of Arizona 

Henk Sol 
Delft  University 

Ralph Sprague 
University of Hawaii 

CAIS SENIOR EDITORS  
Steve Alter 
U. of San Francisco 

Chris Holland 
Manchester Business 
School, UK 

Jaak Jurison 
Fordham University 

Jerry Luftman 
Stevens Institute of 
Technology 

CAIS EDITORIAL BOARD    
Tung Bui 
University of Hawaii 

H. Michael Chung  
California State Univ.  

Candace Deans 
University of Richmond 

Donna Dufner 
U.of Nebraska -Omaha 

Omar El Sawy  
University of Southern 
California 

Ali Farhoomand 
The University of Hong 
Kong, China  

Jane Fedorowicz 
Bentley College 

Brent Gallupe 
Queens University, Canada 

Robert L.  Glass 
Computing Trends 

Sy Goodman  
Georgia Institute of 
Technology 

Joze Gricar 
University of Maribor 
Slovenia 

Ruth Guthrie 
California State Univ.  

Juhani Iivari 
University of Oulu 
Finland 

Munir Mandviwalla  
Temple University 

M.Lynne Markus  
Bentley College 

Don McCubbrey  
University of Denver 

Michael Myers 
University of Auckland, 
New Zealand 

Seev Neumann                  
Tel Aviv University, Israel 

Hung Kook Park  
Sangmyung University, 
Korea  

Dan Power  
University of Northern Iowa 

Nicolau Reinhardt  
University of Sao Paulo, 
Brazil    

Maung Sein  
Agder University College, 
Norway 

Carol Saunders 
University of Central 
Florida 

Peter Seddon  
University of Melbourne 
Australia 

Doug Vogel  
City University of Hong 
Kong, China 

Hugh Watson  
University of Georgia 

Rolf Wigand  
University of Arkansas 

Peter Wolcott 
University of Nebraska-
Omaha 

ADMINISTRATIVE PERSONNEL                                                                              
Eph McLean  
AIS, Executive Director 
Georgia State University 

Samantha Spears 
Subscriptions Manager 
Georgia State University 

Reagan Ramsower 
Publisher, CAIS 
Baylor University 

 


	Communications of the Association for Information Systems
	3-29-2003

	Developments in Practice VII: Developing and Delivering the IT Value Proposition
	Heather A. Smith
	James D. McKeen
	Recommended Citation


	Microsoft Word - Journal.doc

