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THE PRACTICAL USE OF IS EVALUATION APPROACHES
Sascha G. Walter

The purpose of this paper is to summarize empirical work on how organizations evaluate investments in
information systems (1S) prior to the implementation stage. 12 relevant studies with acceptable sample
sizes of at least 15 interviews or 50 questionnaires were identified. This overview supplements the article:
Walter, SG.; Spitta, T. (2003): Approaches to the Ex-ante Evaluation of Investments into Information
Systems. In: WIRTSCHAFTSINFORMATIK 46(2004) 3.

Studies
Source | Year Subj ect Data Industry | Region Key Findings
Collection
[BIBr88] | 1988 | Evauation 45 semi- Various UK Justification of proposed IS projects
practices structured was primarily based on cost-

interviews effectiveness aspects

(opinion lead- In cases where “value added”, rather

ers) than financially appraisable effects
were at stake, “political tactics’ and
“acts of faith” were present
Results were not utilized to aid long-
term organizational objectives
Bulk of evaluation was carried out
by non-specialist management that
tended to base their judgments on fi-
nancial criteria

[FLTa92] |1989 - | Evauation 16 interviews | Various UK Evaluation techniques used (4 pro-

1991 | approaches (project man- jects)
agers), docu- Quialitative justification (5 projects)
mentation No evaluation conducted/ “act of
anaysis faith” (7 projects)

[WiLe9l] | 1991 | Evauation 50 question- Various UK Traditional cost-benefit anaysis and
approaches/ naireswith 32 alimited number of criteria at the
criteria follow-up core of the evauation process were

interviews used

(managers) Risk and “soft” hidden costs were
often not fully assessed
Stakeholders, including end-users,
trade unions and other interested
parties were seldom involved in the
evaluation process

[Baco92] | 1992 | Evauation 80 question- Various | Various Criteria such as the support of ex-
criteria naires (man- plicit business objectives and re-

agers) sponse to competitive systems were
becoming more important




[Tam92]

1992

Evauation
approaches

134 question-
naires (IS ex-
ecutives)

Various

usS

Budgeting techniques were applied
in IS development but had little im-
pact on the evaluation, termination
and post-audit of projects
Problems with estimating costs and
returns were identified

[WKKI9Z]

1992

Evauation
approaches/
criteria

100 quedtion-
naires (stake-
holders)

Various

us

Predominant use of discounted cash
flow techniques to justify capital in-
vestments

Numerous non-financial factors
were adso included in the analysis
process

[Baog]

1994

Evaluation
approaches

97 question-
naires (man-
agers)

Various

UK

87% of the respondents appraised
most recent projects

Most frequently used techniques in-
clude cost-benefit analysis (72%),
payback method (60%) and ROI cal-
culations (43%) which were ranked
by the respondents according to their
importance in the same order
Information requirements were
named as main problems including
the quantification of benefits (81%),
the identification of benefits (65%)
and to alesser degree the identifica-
tion and quantification of costs
Lack of time (37%), lack of data
(18%), lack of interest (15%) and in-
terpretation difficulties of results
(17%) were minor problems stated
by the respondents

[CADF97]

1997

IT perform-
ance, human
and organiza-
tional factors

45 structured
interviews
(consultants
and research-
ers)

Various

UK

Formalizing evauation would create
large bureaucratic infrastructures and
would foster a “tick-box mentality”
Eval uation techniques would neglect
particularly human and organiza-
tional factors and would help to
promote a technocentric orientation
Managers were criticized for their
susceptibility to fads and fashions, as
well asther lack of an integrated
perspective of technical and socia
factors during project planning
Tendency of managers to primarily
see cost reduction opportunities
through 1S investments more than
other benefits

[ETRa98]

1998

Evaluation
approaches,
perception of
“value’

18 structured
interviews
(managers)

Manufac-
turing

UK

Perception of “vaue’ varied signifi-
cantly between respondents and
seemed to be dependent on intuition,
aswell asimplicit expectations to-
wards the |S implemented

15 companies justified IS projects
prior to the implementation stage by




means of formal financial assess-
ment techniques

[Fowadq]

1999

Perception of
success

18 structured
interviews
(stakeholders
of onelS pro-
ject)

Various

UK

Interviewees had divergent percep-
tions of success

Political factors exerted acertain
influence on the outcomes of the
project

Initial overselling of the project,
while aiming at overcoming resis-
tance to change, raised unredistic
expectations that were finally disap-
pointed

Many other problems were found to
be rooted in communication defi-
ciencies

[RyHa00]

1999

Evauation
criteria

50 semi-
structured
interviews
(managers)

Various

W)

The most popular socia criteriafor
benefit assessment were productivity
increases (69%), quality of work
(25%) and improved decision-
making ability (15%) which were
quantified during the evaluation pro-
cess only to asmall extent

The gathering of information for
evaluation took place by means of
discussions with functional manag-
ers (46%), reference Site visits (31%)
and informa conversation with end-
users (23%)

Training costs (59%) were the most
relevant socia cost types

Second order, longer term effects
such as job dissatisfaction or em-
ployees feeling of loss of power or
control were neglected

[DoKi01]

2001

Evaluation
criteria

593 question-
naires (senior
IT executives)

Various

UK

In the mgjority of cases awide range
of human and organizational aspects
such as process re-engineering, job
redesign and users' IT skillswere
considered, extending beyond the
pure economic contribution of a sys-
tem

The treatment of such issues took
place at various points in time prior
to system implementation




References
[Baco92]
[BaSt9g]

[BIBrsg]

[CADF97]

[DoKi01]

[EzIR98]

[FaLT92]
[FoWaog]

[RyHa00]

[Tam92]
[WiKK92]

[WiLe91]

Bacon, J. C.: The Use of Decision Criteria in Selecting Information Systems/Technology In-
vestments. In: MIS Quarterly 16 (1992) 3, S. 335-353.

Ballantine, J.; Stray, S:: Financia Appraisal and the IS/IT Investment Decision Making Process.
In: Journd of Information Technology 13 (1998) 1, S. 3-14.

Blackler, F.; Brown, C.: Theory and Practice in Evaluation: The Case of the New Information
Technologies. In: Bj@rn-Andersen, N.; Davis, G. B. (Eds.): Information Systems Assessment:
Issues and Challenges. North-Holland, Amsterdam 1988, S. 351-367.

Clegg, C.; Axtell, C.; Damodaran, L.; Farbey, B.; Hull, R; Lloyd-Jones, R; Nichalls, J.; S,
R.; Tomlinson, C.: Information Technology: A Study of Performance and the Role of Human
and Organizational Factors. In: Ergonomics 40 (1997) 9, S. 851-871.

Doherty, N.; King, M.: The Treatment of Organisational Issues in Systems Development Pro-
jects. The Implications for the Evauation of Information Technology Investments.
http://www.iteva.rug.nl/ejise/vol 4/papers/Organi sationa %201 ssues¥20Eval uation.htm,  2001-
03-01, Abruf am 2003-08-04.

Ezingeard, J.-N.; Irani, Z.; Race, P.: Assessing the Vaue and Costs Implications of Manufac-
turing Information and Data Systems: An Empirical Study. In: European Journal of Information
Systems 7 (1998) 4, S. 252-260.

Farbey, B.; Land, F.; Targett, D.: Evaluating Investments in IT. In: Journal of Information
Technology 7 (1992) 2, S. 109-122.

Fowler, A.; Walsh, M.: Conflicting Perceptions of Success in an Information Systems Project.
In: Journal of Project Management 17 (1999) 1, S. 1-10.

Ryan, S. D.; Harrison, D. A.: Considering Socia Subsystem Costs and Benefits in Information
Technology Investment Decisions. A View from the Future of Anticipated Payoffs. In: Journal
of Management Information Systems 16 (2000) 4, S. 11-40.

Tam, K. Y.: Capital Budgeting in Information Systems Development. In: Information & Man-
agement 23 (1992) 3, S. 345-357.

Wilner, N.; Koch, B.; Klammer, T.: Justification of High Technology Capita Investments- an
Empirica Study. In: The Engineering Economist 37 (1992) 4, S. 341-353.

Willcocks, L.; Lester, S:: Information Systems Investments. Evaluation at the Feasibility Stage
of Projects. In: Technovation 11 (1991) 5, S. 283-302.



