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ABSTRACT

In recent years, many leading corporations are\a§i adopting IT as competitive resources to imerproductivity and processes
efficiency with strategic alignments. In effectjiVestment also continues to increase. As a vasttyrof IT investment, questions
and criticism on recent IT investment results demaapidly being raised. Especially, improper dgoh making and management on
IT investment may cause negative impact on the aoypreputation and finances, therefore companiesd reasonable and wise
investment decision making on new IT projects. $higly applies the conceptual framework of IT goveceato IT investment

decision making cases to examine how IT investgm@rdgrnance influences the quality of IT investnteision making and how

business-IT strategic alignment affects the qualityT investment decision making. This paper dbates to identify the main

factors for reasonable and effective IT investnaetision making and expected to provide proper ginds for IT investment

decision making.

Keywords. IT Investment Decision Making, IT Investment Ha#ibn, IT Governance, Business-IT Strategic AligntnRelational
Mechanism

making are growing, it requires comprehensive
measurement(evaluation), which can be very contglita
therefore many companies avoid IT investment evaoaor
companies in and outside the country are activdbptng IT practice inefficient evaluation [7], [32]. For thigeason, it is
as the core resources to maintain their positianthé market important for companies to understand IT investment
and improve competitive advantage while continuing evaluation clearly and to have proper foundatiod practice
investment in IT [24]. for it [28].

Gartner [19] reported that IT industry will growi¥ith 2010 However existing studies on IT investment focusyani the
IT spending forecast to toal $3.3 trillion, a 3&gent increase  aspect of productivity of IT investment, which maké
from 2009. Standish Group [45], however, reportet 83% of difficult to find studies on the quality of IT ingament decision

1. INTRODUCTION

With fast growth in recent IT industry, many leaglin

IT projects did not generate economic effect aseetqa and
over 50% including the cases of management failfter
project completion showed failure. Such disappontiesults
in productivity and profit increase from IT invesnt are
recently raising skepticism on IT investment [2A]though
demands for effective, reasonable IT investmentiso®t
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making. Hence, this study attempts to identify nfaitors that
affect the quality of IT investment decision makiagd the
term ‘the quality of IT investment decision makinged in this
study implies ‘effective decision making on a ITvéstment
case’. In particular, IT governance can be intdgateas a
strategic, systematic management method underisteege of
IT cost and the subsequent risks and the oppoytuoit
additional values. IT governance includes idemidyilT
decision making system and the responsibilities ffective
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business-IT alignment; realizing strategic objextivof the
organization; and maximizing business values [2Bhe
ultimate goal of IT governance is to realize bus&Er
strategic alignment for creating business values Iby
investment.

This study, therefore, attempts to apply IT govaoea
concept to IT investment decision making. It camovjde
proper guideline for reasonable, effective IT inweent
decision making.

The following questions are addressed in this study

Q1: Does IT investment governance affect the quajitof
IT investment decision making significantly in decsion
making situations?

Q2: Does business-IT alignment especially affect ¢h
quality of IT investment decision making significarly in
decision making situations?

The organization of the study to answer these @prests as
follows: Section 2 includes theoretical backgrowfidhe study
through literature study; Section 3 explains theppsed
research model and hypotheses development follotwed
definitions of the variables, measurements, datheat®n
methods with demographic analysis. The next sectigggest
study results including analysis on validity of iaétes and
reliability based on the collected resources antfieation of
the hypotheses; Finally, discussion of results,ceion and
academic and practical implications of the studgxtamine the
limitations and the further direction of the study.

2. LITERATURE REVIEW

2.1 IT Related Studies on Investment Decision Makmn

There are various perspectives when defining I'Bstment
[10]. One perspective is to view IT investment eshhology
investment and another is to view management irdtion
system as management/control cost [23], [54]. Vestment in
this study includes related components such asicapiphs,
software, system software, hardware and human rese{44].

There have been many studies on IT investmentnpst of
the studies focus on IT planning, such as evalnatiorelated
measurement indexes; there are few studies ontigéfeand
reasonable IT investment decision making [40]. Bwiadn IT
investment decision making have been carried otlha@gffect
of IT investment in organizations has been recaghid4]. In
particular, Earl [17] asserted that IT investmevdleation was
the critical success factors for investment.

Bannister and Remenyi [1] suggest that various factan
affect IT investment decision making process anficiaf,
objective procedures, not subjective views from deeision
makers, verification by exchanging opinions andlemive
perspective through these processes will lead & rtost
effective, reasonable decision making. Thereforfecéfe,
reasonable IT investment decision making can benekkfas
‘maximizing company profit and values by minimizind
investment risks in overall aspects through IT strent

decision making process’. In particular, IT Govercer is a
strategic, systematic IT management method for cones,
which is a prerequisite for effective, reasonaffldnivestment
decision making to clarify rights and responsitabt in IT
investment decision making and to emphasis on,abbgective
procedures [2].

2.2 Literatures Review on IT Governance Research

IT governance is a prerequisite for IT investmeatision
making and its concept was recognized to addresgsson IT
control and management [26]. Weill and Broadbent] [53
reported that companies successful in IT investnstrwed
approximatley 40% more investment than their coitgrst
indicating they suggested clear business strategidshe roles
of IT in accomplishing the strategies; change ine th
organizations to maximizing the effect of new I|Tpahilities;
and clear responsibilities and duties accordingly.

Especially the companies with the best resultsikenthe
ones with failure, practiced effective IT governandor
successful strategic support. The study resultieaghat great
IT governance system brings the companies better IT
investment results.

Therefore this study redefines IT governance bysicating
overall aspects of IT governance as discussed eeatll
governance is ‘a means or a system that realizeigdms goals
by using IT assets; and to accomplish companieategic
goals by clear structure of decision making rigtesd
responsibilities, systematic process and efficieglational
mechanism’.

Furthermore, Van Grembergen [48] and; Weill andsR65]
suggest three areas of IT Governance frameworklalevent:
structures, processes and communication protocols o
approaches. Peterson [38] also suggests that IEGance can
be established by combination of structure, process
relational mechanism. In here, structure includessgnnel
with responsibilities (duties) as IT managers @& miembers of
IT committees. Process indicates strategic decisiaking and
monitoring (e.g. IT balanced scorecard). Relationathanism
includes business/IT involvement, strategic diagshared
knowledge/learning and efficient communicationspérticular,
these are comprised of individual sub-systems,ugjinowvhich
IT governance has overall, powerful effect; and unexs
holistic approach due to its complex and dynamizinea[16],
[36], [43]. Therefore successful establishmentTo§bvernance
framework requires complex and comprehensive orgdion
of structure, process and relational mechanisnother words,
different organizations require different combinas of
structure, process and relational mechanism [14]1].[In
addition, IT Governance should endure constant utiool,
development and change to survive through todagst-f
changing, intense market competitions.

2.3 Literatures Review on Business-IT Strategic Adinment
Duffy [15] defined business-IT strategic alignmesd “a

process and its objective for companies to gain pagditive

advantage by maintaining and developing symbiotic

relationship between business and IT”. Businesslijhaent

is not a new concept; it has been discussed witbusamodels

and related framework developments [4]. Hendersod a
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Venkatraman [21] already developed strategic aligmm
model(SAM) in 1993 and many other researchers ffiather
discussed on the concept [5], [8], [18], [29]-[3133], [36],
[39], [46],[47]. The ultimate goal of the aforemiemted IT
governance is to realize strategic alignment batwmgsiness
and IT to guarantee business values through ITsinvent [12].
In other words, business-IT strategic alignment ¢en an
important driving force that enables companies teat
business values through IT investment [20].

The important thing here is how to achieve themdte goals
of strategic alignment between business and ITs Htudy,
therefore, is ‘to draw effective, reasonable IT dstment
decision making’ in a decision making situation steted prior
to the ultimate goals of business-IT strategicratignt. It is ‘to
maximize company profit and values by minimizing IT
investment risks in overall aspects through IT streent
decision making process’, which is possible by l@disthing
business-IT alignment through Governance systemlTin
investment decision making [9].

3. RESEARCH MODEL AND HYPOTHESES
DEVELOPMENT

3.1 Proposed Research Model

Based on the studies by Peterson [37], Van Grembeagd
De Haes [49] and; Weill and Woodham [56], in whitte
strategic relationship for IT investment decisioaking can be
enhanced through structure, process and relatimeahanism
of IT governance and systematic IT
management(quality improvement of IT investmentisien
making) can be realized accordingly, this studgdsried out
based on the research model shown in Figure 1.

IT Investment Evaluation
Structure
IT Investment Evaluation
Process
IT Investment Evaluation
Relational Mechanism

Fig. 1. Proposed Research Model

| we | =

il 1T Decision
Strategic Alignment ‘ ‘

Quality

H3

3.2 Hypotheses Development

As explained earlier, great IT governance systembles
companies to draw great results from IT investmant
effective IT governance brings successful strategjmport and
the outcomes [55]. Peterson [38], Van Gremberges. 48],
Weill and Woodham [56] suggest that IT governanae be
realized by combination of structure, process agldtional
mechanism [49] and optimal combinations of strugtprocess
and relational mechanism may vary depending omtsitas of
the companies [12]. By applying this idea to IT istveent
decision making, structure, process and relatiomathanism
for IT investment decision making can function &g |
investment governance. Cumps et al. [9] reported well-
organized IT investment governance system was ifapbfor
business-IT strategic alignment. In particular,cading to the
study on practice and maintenance of business-idtegfic
alignment by Luftman and Brier [30], the critical ceass

investment

factors of IT committee are communication with ofhe
authority and responsibilities to practice decisionusiness-IT
partnership(relationship) and leadership and pmotedead to
the right direction.

The following hypotheses, therefore, can be suggdest

H1: The better IT investment decision making (IT
investment evaluation) structure is established, # higher
the level of business-IT strategic alignment will b.

IT governance process includes strategic decisiaking,
SISP(Strategic Information Systems Planning), nooimg(e.g.
IT BSC), modification and process frameworks [495Blis a
method widely applied for business-IT alignment ][4&
Canadian financial group established IT BSC to idertife
causation among performance indicators and realinede
efficient business-IT strategic alignment [52]. Gounbus
learning and establishing growth foundation are thain
factors for achieving IT missions, which ultimatdads to
effective IT governance by meeting business reqerds
[51]-[52]. It eventually leads to business-IT sbgit alignment,
the critical factor of IT governance, and to IT ingess values.

Therefore the following hypothesis is possible:

H2: The better IT investment decision making (IT
investment evaluation) process is established, tiégher the
level of business-IT strategic alignment will be.

Another important IT governance mechanism includes
effective both-way communication and proper refaltip and
establishment of effective partnership betweenrassi and IT
[48]. Especially relational mechanism of IT govaroa enables
combined use of proper structure and process t@waetand
maintain business-IT alignment [49]. The mechanisaudes
business/IT participation, strategic dialogue, nireg, shared
learning and proper communication [49]. Coughlaralet[6]
reported in their study on strategic alignment @mnts of
communication that better mechanisms of commumpati
between IT divisions and other divisions were neefde better
business-IT strategic alignment.

Therefore the following hypothesis is possible:

H3: The better relational mechanism of IT investment
decision making (IT investment evaluation) is estdished,
the higher the level of business-IT strategic alignent will
be.

Despite complex, multilateral nature, business-ifategic
alignment is still important for creating IT busésevalues and
worth pursuing [22], [53]. Especially IT values fousiness are
related to the level of business-IT alignment amel degree of
meeting the expectations of the business organizm{i22]. In
this study, the ultimate goal of business-IT styatealignment
in IT investment decision making is defined as doaw
effective, reasonable IT investment decision makihgother
words, it is ‘maximizing company profit and valudsy
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minimizing IT investment risks in overall aspectsaugh IT
investment decision making process’, which is paesby
business-IT alignment through governance systeandacision
making situation [9].

Therefore the following hypothesis is possible:

H4: The higher the level of business-IT strategic ainment
is, the higher IT investment decision quality willbe.

4. RESEARCH METHODOLOGY

4.1 Measurement Development

The operational definitions and measurements of file
independent variables used in this study are shiaviable 1.
Peterson [38], Van Grembergen et al. [50] and; Méuid
Woodham [56] suggested that IT governance could
established by combination of structure, proceskratational
mechanism [49], all of which can be interpreted apglied in
IT investment decision making as IT investment goaace. IT
investment evaluation structure (IES) in this studglicates
‘the degree of organization of IT investment evtbra
committee on the issues when IT investment decisiaking’;
it identifies organization of the committee andemlof the
members and measures the degree of responsibiliies
investment evaluation process (IEP) indicates filmgress of
IT investment evaluation process in IT investmestision
making’; it evaluates the appropriateness of ITestment
evaluation process on the issues and its progieasvestment
evaluation relational mechanism indicates ‘commaitiit
between the participating divisions and IT divisom IT
investment decision making’; it evaluates commutioca in
work transaction.

Business-IT strategic alignment indicates ‘consiti@naon
the relationship between business strategies anstréfegies
for IT investment’; it evaluates agreement and wanyn of
business strategies and IT strategies in IT investrdecision
making for efficient cooperation among divisionglanembers
involved in decision making process.

IT investment decision quality indicates ‘effectiess of IT
investment decision making’, which can be definedaows,
based on earlier study results: finding the poksés for new
business opportunities or more competitive advanthgough
IT investment or better understanding on risk fesctm IT
investment [13], [34],[35], [42].

Table 1.The Operational Definition of variable

Variable Operational | Measureme | Related
definition nt item study
IT The degree | IT Peterson,
Investment of the Investment | 2003;
Evaluation organization | Evaluation | Van
Structure of IT Committee | Gremberge
(IES) investment netal.,
evaluation 2004;
committee Van
on the issues Gremberge
when IT n and De
investment Haes,

be|
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decision 2008;
making Weill and
Woodham,
2002
IT The degree | IT Peterson,
Investment of the Investment | 2003;
Evaluation progress of | Evaluation | Van
Process IT Process Gremberge
(IEP) investment Execution netal.,
evaluation 2004;
process in IT Van
investment Gremberge
decision n and De
making Haes,
2008;
Weill and
Woodham,
2002
IT The decree | Active Peterson,
Investment of the Communica | 2003;
Evaluation communicati | tion Reich and
Relational on between | between Benbasat,
Mechanism | the Business 1996;
(IEM) participating | Member and| Van
divisions and| IT Member | Gremberge
IT divisions netal.,
inIT 2004;
investment Van
decision Gremberge
making n and De
Haes,
2008;
Weill and
Woodham,
2002
Business-IT | The degree | Strategic Chan et al.,
Strategic of the Harmony 1997;
Alignment consideration| between Chan et al.,
(BIA) on the Business 2006;
relationship | and IT on IT| Luftman
between Investment | and Brier,
business 1999;
strategies Luftman,
and IT 2000;
strategies for Preston and
IT Karahanna,
investment 2008;
Reich and
Benbasat,
2000
IT the degree of| Rationality | Dean and
Investment which of IT Sharfman,
Decision decision Investment | 1996;
Quality makers could| Decision Koo and
(IDQ) find out Lee, 2007;
business Nutt, 1993;
opportunities Nutt, 1998;
and risks; Rodrigues
and their and
core Hickson,
competences 1995

4.2 Sample and Data Collection Method
The samples of this study are 252 companies thatirar
similar business scale and listed in KOSPI 200 KOSDAQ.
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Unit of analysis is set to company level and theueces were
collected from the directors of IT planning unit (@ strategy

planning departments) of the companies. The reagonthe
directors of IT planning departments were chosen as
respondents for the survey lies in the expectatitias they
understand the overall workflow of IT investment te
mediators between IT divisions and other divisiam the
members involved in IT investment decision making.
Response rate of the survey by phone, fax, emailvisid
was approximatly 60%(152 out of 252 companies nedpd)
and the analysis was done on the final samples 28 1

Category Number of Rate
Company
Electric/electronics 13 10.3%
Stocks 10 7.9%
Steel/metal 5 4.0%
Telecommunication 3 2.4%
Chemical 18 14.3%
IT service 1 0.8%
Oil/gas 3 2.4%
Transportation 3 2.4%
Others 4 3.2%
Total 126 100.0%

companies excluding the ones with incomplete respen
Distribution of the companies by category is shawable 2
below. The distribution seems even in various bessnareas
including finance, service, telecommunication,
circulation/logistics and manufacturing. The survegults are
shown in appendix 1.

Table 2. Distribution of the Samples by Category

5. ANALYSIS AND RESULTS

5.1 Validity Analysis and Cronbach’se on the Variables
Validity is the degree of accuracy of the concappmmperty.

It therefore indicates the degree of accuracy alidlity of the

conceptual and operational definiton on the cohcep

Category Number of Rate property. Cronbach’s value on each variable using collected
Company data shown in Table 3 shows 0.876 of IT investnesatuation
Consumer pr.oducts 1 0.8% structure; 0.807 of IT investment evaluation prec€s900 of
Construction 6 4.8% IT investment evaluation relational mechanism; 0.88f
Finance > 4.0% business-IT strategic alignment; and 0.753 of IVestment
Machinery 6 4.8% decision quality. Reliabilities of all variables awer 0.7,
Insura}nce > 4.0% suggesting very high reliability in application tife research
Service 6 4.8% model.
Transportation equipmentg 5 4.0%
Circulation 9 7.1%
Bank 7 5.6%
Food/beverage 11 8.7%
Medicine 5 4.0%
Table 3. Factor Analysis and Cronbaai’¥alue
Construct Item 1 2 3 4 5 Cronbach’s a
IES_4 | 0.815
. IES_1 | 0.812
IT Inveséﬁssttulrzevaluatlon IES 3 | 0.734 0.876
IES_5 | 0.686
IES_6 | 0.620
IEP_2 0.822
IT Investment Evaluation Proces |IEP_4 0.762 0.807
IEP_3 0.710
IEM_3 0.817
IT Investment Evaluation IEM_1 0.783 0.900
Relational Mechanism IEM_4 0.773 ’
IEM_2 0.706
BIA_3 0.866
. . BIA_4 0.808
Business-IT Strategic Alignment BIA_1 0.733 0.881
BIA_2 0.709
IDQ_2 0.810
IT Investment Decision Quality | IDQ_1 0.707 0.753
IDQ_3 0.701
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5.2 Hypotheses Test

To test hypothesis 1, 2 and 3, effects of varialédT

investment evaluation structure, IT investment eatbn
process and IT investment evaluation relationallraesm on
business-IT strategic alignment were examined bytiphel
regression analysis.
R? value was 0.400, these antecedents explain appatlyi
40% of the variance in business-IT strategic aligninThe P-
value for overall appropriateness of the proposediehwas
<0.001 which was smaller than 0.01, indicating that model
was suitable for significance level of 0.01.

In examining significance of standardized coeffitigor
each independent variable, IT investment evaluasibacture
variable was significant of 0.05 level thereforepbthesis 1
was supported. IT investment evaluation procesdaliar
however was not significant therefore hypothesiswas
rejected; IT investment evaluation mechanism végialbas
significant of 0.01 level, therefore hypothesis &vsupported.

Effect of IT investment evaluation structure vahalon
business-IT strategic alignment as a dependenahblariwas
0.211(Standardized Coefficient); the effect of ITvdaatment
evaluation process was 0.127; and that of IT inmest
evaluation relational mechanism was 0.399. Theltesthow
that IT investment evaluation relational mechaniaffects
business-IT strategic alignment more than IT investt
evaluation structure.

Secondly, the effect of business-IT strategic atignt
variable on IT investment decision quality variableas
examined by regression analysis to test hypothesi€ value
was 0.113, suggesting that business-IT strateggnmakent
variable could explain approximatly 11.3% the vac& in IT
investment decision quality. The P-value for oJeral
appropriateness of the proposed model was <0.00dhwias
smaller than 0.01, indicating that the model waisable for
significance level of 0.01. In examining significan of
standardized coefficient for each independent bégja
business-IT strategic alignment was significant0dil level
therefore hypothesis 4 was supported. The effectthef
independent variable, business-IT strategic alignimen the
dependent variable, IT investment decision quakgs 0.336.

Figure 2 shows the effect of each variable in mrenfbased
on the research model of the verifications of higpsts 1~4; it
can be useful to identify relative weight of eactiable.

ITInvestment Evaluation | g oqqx«
Structure

IT Investment Evaluation 70127 7777777
| Process

Relational Mechanism )
*»* n<0.01, *p<0.05 *p<0.1
Fig. 2. Summary of the Results on the Research Model

Business-IT
Strategic Alignment
(R?=40.0%)

0.336"* ITInvestment Decision

uali
(R2=11.3%)

The mediating effect of business-IT strategic atigmt
variable was measured by mediation regression sisaly
suggested by Baron and Kenny [3]. But the analysis @one
limited to business-IT strategic alignment and fivestment
evaluation structure and IT investment evaluatietational
mechanism variable, which showed statistical sigaifce.

The evaluation of mediating effects was performgdising

the generally accepted technique in the social nsee
proposed by Baron and Kenny [3]. This technique ssese
mediating effects through a 3-step regression aisalyhe first
step is to regress the mediator variable on thepeddent
variable; the second step is regressing the depéendeiable
on the mediator; the third regressing the dependatidble on
both the independent variable and the mediator [Bthe

results of these three regression analyses sdtisfyollowing

four conditions, mediating effects are confirmetst; the first

regression analysis must indicate that the indepandariable
has significant influence on the mediating varial§lecond, the
second regression analysis must indicate thatrtiependent
variable has significant influence on the dependemtable.

Third, the mediating variable must have significarftuence

on the dependent variable. If these conditionshaldl in the
predicted direction, then the effect of the indejmnt variable
on the dependent variable must be greater in tlense
equation than in the third. Perfect mediation hoifighe

independent variable has no effect when the mediato
controlled [3]. By definition, in situations exhibig a perfect
(or full) mediation effect, a causal relationshiptween
antecedents (e.g., IT investment evaluation straftand a
dependent variable (e.g., IT investment decisicality) can be
explained only through a mediating variable (eBysiness-IT
Strategic Alignment). On the other hand, in sonteasions, a
partial mediation effect supports the attestatidnaocausal
relationship between antecedents and a dependeizblea
through both their direct relationship through th&ervention

or mediation of a mediating variable.

Table 4 shows the summary of the analysis resultshe
mediating effect of business-IT strategic alignmeatiable.
The results show that business-IT strategic aligrimariable
shows partial mediating effect between IT investmen
evaluation structure and IT investment decision ligua
variable; and no mediating effect between IT inwesit
evaluation relational mechanism and IT investmeatision
quality variable. It suggests that IT investmentleation
relational mechanism variable can directly explaift
investment decision quality.

Table 4. Analysis on Mediating Effect of BusinessSffategic
Alignment Variable

Step Dependent Independent variable R?
variable Variable Beta
1.1 | Alignment Structure 0.504**x 0.254
1.2 Quality Structure 0.430%** 0.185
1.3 Quality Structure 0.349%** 0.204
Alignment 0.160*
2.1 | Alignment | Mechanism 0.586*** 0.344
2.2 Quality Mechanism 0.552*** 0.305
2.3 Quality Mechanism 0.542%** 0.305
Alignment 0.018
¥»* p<0.01, *p<0.05 *p<0.1

Revised research model expected through the resflts
analysis on mediating effect of business-IT stiatejgnment
variable can be demonstrated as Figure 3.
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Business-IT

IT Investment Evaluation
Structure
Strategic Alignment
IT Investment Evaluation
Process
IT Investment Evaluation
Relational Mechanism

Fig. 3. Revised Research Model Expected Through thal®Re
of Analysis on Mediating Effect

IT Investment Decision
Quality

6. CONCLUSION

6.1 Conclusion and Implications

This study is to provide a proof of the effect Bfihvestment
governance on the quality of IT investment decisitaking by
applying IT governance concept to IT investmentisien
making. Total of 126 Korean firms were respondddrdinal
verification and the hypotheses were analyzed; #sw
confirmed that IT investment governance made pasiiffect
on the quality of IT investment decision makingp&sally IT
investment evaluation structure and IT investmeralugtion
relational mechanism make positive effect on bussA@
strategic alignment for IT investment strategies Ih
investment decision making. It implies that propEr
investment evaluation organizations or committeed elear
role and responsibility arrangements for the membeing out
more positive and effective business-IT relatiopshin
addition, efficient communication among members thé
related divisions and IT divisions involved in Ifivestment
decision making is helpful for efficient cooperatiagreement
between business and IT division.

However IT investment evaluation process doesrfécaf
business-IT strategic alignment in IT investmentcisien
making. The reason can be explained as followis: jitossible
that the official IT investment evaluation proceguor
methodology were not recognized as the formalizeztess
when decision making is preceded. It means thatsidec
making through the prescribed procedure in IT itwest
evaluation committee may not be considered as V&stment
evaluation process but as part of IT managementepsin
terms of overall company management.

Business-IT strategic alignment makes positive effecthe
quality of IT investment decision making. Strategiationship
and mutual agreement between the related divisiwh 1&
division involved in IT investment decision makibgng more
reasonable IT investment decision making.

However the mediation regression analysis on baskiE

strategic alignment by Baron and Kenny [3] showst tha

business-IT strategic alignment variable has fdantiediating
effect between IT investment evaluation structured dT
investment decision quality variable. This implteat a factor
that affects the quality of IT investment decisimaking may
exist apart from factors of the structure and oizgtion of IT
investment evaluation committee. Business-IT stiateg
alignment variable shows no mediating effect betwd®
investment evaluation relational mechanism andniestment
decision quality variable, suggesting that it caealy explain
IT investment decision quality of IT investment ksdion
relational mechanism variable.

Implications of the study results are as followsstf IT
investment evaluation structure, workflow and |'vastment
evaluation relational mechanism are very importdat
efficient IT investment decision making. Especialin
establishing an organization of IT investment deaisnaking,
clear arrangement of roles and responsibilities ramehe
members of the related division and IT divisionniportant to
realize balance and harmony.

Yet, high level of strategic alignment between tlsions
brings the most effective decision making. As shawrthe
analysis results, IT investment evaluation relatlon
mechanism(standardized coefficient 0.399) generatese
effect than IT investment evaluation structure(dtadized
coefficient 0.211). Therefore the level of strateglignment
between the related division and IT division shobdlraised
when decision making; furthermore, the level of ibess-IT
strategic alignment throughout the company shoelddised.
For timely and wise IT investment decision making,
communication between the members of the relatecsidin
and IT division should precede when decision making

6.2 Limitations and Further Study Directions

Research contributions for researchers in termcaflemic
aspect of this study are as follows: first, theveyrof this study
provides proof while existing studies on IT goveroa are
mostly conceptual and focus on case studies. Théy/ s also
significant that it explores and applies IT Goverce concept
to IT investment decision making.

Research contributions for practitioners in termgiaictice
are as follows: considering that IT investmentrdtiely affects
the business showings, companies can create ma@igvpo
effect to secure superior places in the market bking timely,
effective IT investment. The important thing is toake
reasonable, proper decisions; identifying imporfactors and
focus points can be helpful to make wise IT invesitn
decisions. This study contributes to identify méetors for
reasonable, effective IT investment decision makiagd
provides proper guideline for decision making tmgrpositive
effect for securing superior place in the market.

Companies with well-established IT governance system

show better results from IT investment [55]; therefgreat IT
Investment governance system will bring wise ITestment
decisions, which can also lead to better IT investimesults.

This study however has limitations. The study was
conducted under the situation of almost no devetognof IT
governance-related measurement; therefore it widisudti in
the beginning of the study. Further development Idf
governance-related measurement is needed. Devehbpofie
various measurement tools for accurate measurewieht
Investment governance in IT investment decision intaland
more elaborate tools for IT investment evaluatioocpsses in
the hypotheses rejected in this study is neededadufition,
development of more elaborate measurement of |€sitmvent
decision quality for effective IT investment deoisimaking is
needed.
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APPENDIX

Appendix 1. Survey Results
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Distribution of IT investment budget to gross incone
IT investment budget to gross income (%) Frequency Ratio
0.1~0.5% 111 88.1%
0.6%~1.0% 12 9.5%
1.1%~2.0% 2 1.6%
2.1%~3.0% 0 0.0%
3.1%~4.0% 0 0.0%
Over 4.1% 1 0.8%
Total 126 100.0%
Distribution of IT spending to revenue by IT invesment committee
Distribution of IT spending to revenue (KRW) Frequency Ratio
Over 0.1 billion 19 15.1%
Over 0.5 billion 93 73.8%
Over 1 billion 11 8.7%
Over 3 billion 3 2.4%
Total 126 100.0%
IT investment committee participants population
The average number of participant Frequency Ratio
Less than 3 16 12.7%
3to5 90 71.4%
5to 10 18 14.3%
10to 15 2 1.6%
Total 126 100.0%
IT investment committee principals population (mutiple response, sample size=126)
The average number of participant Frequency Ratio
CEO 79 62.7%
Clo 103 81.7%
Each department manager 67 53.2%
Each IT planning department director 72 57.1%
C-Level official 5 4.0%
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