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ABSTRACT

This paper presents some initial ideas and findings, from case study analyses, concerning the connection of
IT “business value”, i.e. “value” created within a firm or company by IT investment, and “innovation
creation potential”, i.e. its ability to produce innovation through exploitation of internal or external
research results and convert them to marketable products or services.

First, some basic notions about IT business value are presented. Then, the paper also presents in summary
form the key theories for the definition and measurement of IT business value. Then it goes on to present
results from existing research about the factors affecting “innovation production” especially for firms or
companies who benefit from publicly funded research in the context of collaborative Transport R&D
projects.

The motion that there is a connection between “IT business value” and “innovation capability” is then
discussed and evidence for such connection is sought through a number of case studies of specific real-
world companies. Three of these case studies (of specific companies who have recently invested in IT), are
then presented and investigated as to the results and impacts of their IT investment. The evidence showed
that in all three cases, IT created “business value” and increased the ability of the company to adopt
innovation for new or improved products.

Keywords: IT, business value, innovation, business innovation, case study analysis, innovation capability,

innovation production, IT impacts.

INTRODUCTION

The study of “business value” that is a result of
investments made in IT' has been, and still is,
one of the major research topics in the field of
Information Systems. Earlier studies have
investigated the positive relationship between
investments in IT and increased business value
realised by the investing organization (Melville
et al. 2004; Wade & Hulland 2004; Schryen
2012); (Giannopoulos, 2017). These studies,
have managed to provide solid theoretical
arguments and empirical evidence that support
the argument of added value resulting from IT
investments, by providing organizations with
both operational and strategic business value®. A

! Information Technology

? There are however, still voices who argue that “the
fundamental question of the causal relationship
between IT investments and business value remains
partly unexplained” (Baker et al. 2008).

brief review of such studies and their theories as
well as argumentation is given in the next
section. The research on IT “business value” is
still going on as it is a very complex subject and
it involves a great deal of debate and
uncertainty.

At the same time, it is now becoming of
increasing interest to the research community
(and to the present author) to see how a firm or
business can create “innovation” to improve its
products or services by utilizing better and
implementing the results of research or even
new ideas and exploit them in the market.
“Innovation”, which can be defined as a “market
induced implementation of research results” can
be the main creator of “value” within the
company. Innovation impacts comprise of two
dimensions namely product and process
innovation and there is a great deal of research
devoted to the factors that “create” or “induce”
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such innovation (Belderbos, Carree, & Lokshin,
2004; Zeng, Xie, & Tam, 2010; Gu, Jiang, &
Wang, 2016; Shao & Lin, 2016). The current
research on the factors that influence “business
innovation” is reviewed in a next section of this

paper.

The research idea investigated in this paper is
the potential connection between IT induced
“business value” and the “innovation potential”
of the company i.e. its potential to create new
products and services for the market. We claim
that IT “business value” can be one of the
factors that create “innovation” and increase the
capability of the business to innovate. Our

approach, so far, is based on empirical evidence
through a number of case studies three of which
we present in this paper. We are also
investigating, and partially refer to it here, the
impact that publicly-funded R&D projects have,
on the innovation performance of companies
involved in these projects.

A REVIEW OF RESEARCH AND THEORIES IN
DEFINING IT BUSINESS VALUE

The main research paradigms and their
respective theories that have been employed by
the various researchers regarding the definition
and quantitative calculation of IT “business
value” can be summarized in Table 1 below.

Summary record of main theories concerning the definition of IT business value

Paradigm employed

Name of Theory

Microeconomics

2.1.1 Theory of Production
2.1.2 Growth accounting theory
2.1.3 Consumer theory

Industrial Organization

2.2.1 Game theory
2.2.2 Agency theory
2.2.3 Transaction cost theory

Organizational Behaviour

Organizational Behaviour theory

Strategic Management

2.4.1 Collusion/coordination theories
2.4.2 Governance theories
2.4.3 Competence theories

2.4.4 Flexibility theories

A brief summary of each of these is presented
here below (for more details see also
Giannopoulos, 2017).

The use of the so called Theory of Production
for the definition of IT “Business Value” is
based on the in-depth understanding of the
production process that takes place within an
organization, as well as on the economic
processes that are involved in the conversion of
different inputs to outputs. The theory is based
in the work of Erik Brynjolfsson (Brynjolfsson
1993) who formulated the theory of production
in order to investigate the effects of IT spending
on the productivity of an organization, and in
addition, to shed light to the reasons behind the
emergence of the “IT productivity paradox” (i.e.
the negative or non-existent relationship
between IT spending and productivity which
was documented in the early 70s and 80s). In
another study by Erik Brynjolfsson and Lorin
Hitt (Brynjolfsson & Hitt 1996) the authors
assessed the contribution that IT had on firm-
level productivity by using firm-level data
collected from annual surveys of IT managers,
regarding several different components of IT
spending. Furthermore, Dewan, Michael and

Min (Dewan et al. 1998) also employed the
theory of production for the examination of the
relationship between investments in IT and the
scale and scope of an organization.

Another theory for the definition of IT
“Business Value” is the so called “Growth
accounting theory”. It is mostly employed in
order to identify the contributions and impacts
that IT investments have in the economic
growth of the investing organizations. One of
the studies that employed the growth accounting
theory is that of Brynjolfsson and Hitt
(Brynjolfsson & Hitt 2003). It focused on the
analysis of the effects of computerization on the
productivity and output growth of organizations.
Based on the additional benefits that arise when
computerization is combined with
complementary organizational investments and
change, the authors argued that the long-term
benefits of computerization in most cases
exceed the short-term contributions, due to the
fact that complementary investments to IT (such
as organizational investments) require time to

“grow” and deliver their true potential.
Furthermore, by applying standard growth
accounting and productivity measurement
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techniques on firm level data sample, the
authors examined the relationship between
growth in computer spending and growth in
output and multifactor productivity for different
organisations. Supporting their initial argument,
their results revealed that over short periods of
time (i.e. 1-year) the estimated contribution of
computers is just equal to their initial costs (i.e.
they contribute to output growth but not to
productivity growth). On the contrary, as the
period of time increases, the contributions from
computerization also increases substantially
above the cost of the initial investment,
suggesting that computerization in the long-run
does actually contribute to multifactor
productivity.

Finally, within the Microeconomic paradigm set
of theories, the consumer theory has been
employed in order to estimate the value from the
perspective of the consumer. The definition of
“business value” in this case is derived from
estimates of IT business value through the total
value/benefits that consumers gain from a firm’s
investment in IT, since they are in a position to
purchase a product or service for a price that is
less than the highest price that they would be
willing to pay. This definition is actually very
closely related to the “innovation production
potential of the organization since “consumer
preference” (for a research result) is the prime
factor for determining whether an innovation is
produced or not. Brynjolfsson, in (Brynjolfsson
1996), has implemented and empirically tested
the consumer theory, in order to derive results
about the value of IT. His main research
argument was that “improvements in IT lead to
large annual declines in the effective price of
IT” and as a result, “new uses become
productive and old uses become even more
productive”. The connection to “innovation” has
been facilitated by another study (Hitt &
Brynjolfsson 1996) in which the authors focused
on explaining the theoretical relationships
among the principal measures of the economic
contribution of IT namely, productivity,
profitability and consumer surplus. One of the
main findings of this study was the assertion
that profits, productivity and consumer surplus
are not equivalent. The results showed that IT
appeared to enable for increased firm
productivity and provided a substantial set of
benefit to end consumers, thus inducing
innovation.

The industrial organization theory has offered
valuable insights to the “business value”
definition by looking at how and why firms

jointly interact in IT investment decisions and
how the resulting benefits are divided among
them. We can distinguish two separate
“theories” that have been used here:

e “Game theory” which was introduced in a
2001 study titled “Oligopolistic competition,
IT use for product differentiation and the
productivity paradox”, (Belleflamme 2001)
employed game theory in order to give
explanations for the over-investment in IT
that had been documented over the years and
the productivity slowdown. According to the
author’s research, there are two factors that
when combined, provide an alternative
explanation for the productivity paradox. The
first factor relates to the fact that when IT
investment takes place before the associated
output is produced, firms may be in a
position to use an investment in IT for
strategic purposes, rather than simply to
minimize costs. The second factor, relates to
the fact that a growing slice of IT spending is
increasingly devoted to product
differentiation rather than making existing
production more efficient. The analysis was
based on a two-stage game model which
resulted in three separate propositions which
related to the alternate explanations of the
productivity paradox. The results of the
author’s research indeed confirmed the
notion that, if firms utilize IT for purposes
other than cost reduction such as product
differentiation, it is more likely that a fall in
total factor productivity will occur when the
latter usage is preferred to the former.

e The other attempt in this group of industrial
organization theories was the agency theory
and the transaction cost theory with
representative work that of Gurbaxani and
Wang (Gurbaxani & Whang 1991). Although
the theoretical framework was not further
analysed or validated by the authors by using
firm or industry level data, their research
revealed that the allocation of decision rights
depends heavily on organizational and
environmental factors such as the culture and
the role if IS within a specific firm context.
Finally, further research by the authors also
indicated that a firm would be more likely to
grow horizontally and vertically if IT was
used for the reduction of internal
coordination costs.

Another theory adopted for the definition of IT
Business Value and the impacts that IT has on
performance, is the organizational behaviour
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theory. Devaraj and Kohli, in (Devaraj & Kobhli
2000), have applied the organization behaviour
theory in the context of the health-care industry
in their paper titled “Information technology
payoff in the health-care industry: a longitudinal
study”. The substantive issue investigated in
their research was the link between technology
and process reengineering with profitability and
guality, as well as the combination effect that
technology and process reengineering have on
organizational performance.

Finally, in the Strategic Management Paradigm
theory the IT investments are viewed as means
of increasing the firm’s competitive advantage
(Miller 2003; Powell and Dent- Micallef 1997;
Zott 2003) or as a necessity to avoid a
disadvantageous position (Mata et al. 1995).
According to some of these researchers, one of
the most prominent ways to examine and
measure the business value created by IT
investments in the context of the strategic
management paradigm, is to examine how IT or
the capability that is created by it, specifically
relates to one or more profit mechanisms of the
firm. The four main core business-level strategic
management theories, are the following:

o The Collusion/coordination-based one posits
that an organization’s choice of, positioning
and focus within an industry can greatly
affect its profitability and together with its
abilities to collude, coordinate, and/or
cooperate with its rivals act as the main
factors that play a significant role when
determining the organizations overall
productivity (Porter 1980). Also, one of the
most prominent roles of IT investments at the
industry level is that of adjusting
industry/market entry and exit barriers in
order to sustain an industry structure that is
favourable to positive price-cost margins for
all firms in the industry (Drnevich & Croson
2013) while large-scale IT investments can
also act as barriers both to entry and exit
(Croson et al. 1998), since as entry barriers,
they require a large initial capital investment
from new industry entrants, which may not
be recovered in time and thus become
damaging to the new entry and as for exit
barriers, they offer very little salvage value
since they are highly specialized investments
“tied” to the firm’s core business, rather than
generic investments that can be simply
transferred.

e The Governance-based one posits that the
efficient organization of the different
transactions that a firm undertakes is the
main factor that greatly affects the
profitability and efficiency of the firm, with
the main focus being in the minimization of
particular costs that relate to the deviation
from the ideal governance structure. An ideal
governance structure efficiently partitions
activities, separating those that should be
performed inside the firm from those that
should be performed outside the firm. One of
the roles of IT in the context of governance-
based perspectives and theories is the actual
functional use of IT with the goal of
increasing the efficiency with which the
management of supplier networks and the
monitoring and contract performance is
carried out.

o Finally, the Competence-based theory
focuses on the resources and capabilities that
the firm can create or draw upon in order to
create and capture value. A firm may
variously inherit different types or resources
and capabilities from its history, by chance or
by building them through appropriate
managerial action, in order to take advantage
of the benefits they bring to the firm.
Consequently the focus of the theories
involved within this perspective is on the
effective utilization of the resources and
capabilities at the firm level, that in turn
determine the profitability and efficiency of
operations of the firm. One of the most
important  theories identified in this
perspective is the theory of the Resource-
Based View (RBV) of the firm. The RBV
stipulates that the competitive advantage of a
firm lies primarily in the application of a
bundle of valuable tangible or intangible
resources at the firm's disposal (Mwailu &
Mercer, 1983 p142, Wernerfelt, 1984, p172;
Rumelt, 1984, p557-558; Penrose, 1959).
The firm’s profitability in the context of
RBV lies in the firm’s ability to balance
between how much value it creates and how
much of that value it actually captures. One
of the roles that IT takes in the context of
competence theories and more specifically
the RBV is the support of both the creation
and capture of value through its ability to
digitally enhance a firm’s existing resources
and capabilities and/ or enable the creation of
new digital capabilities.
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The above brief review of the various attempts
and theories for the definition and measurement
of IT induced “business value” shows that they
are all considering a number of parameters that
affect the ability of the firm to quickly respond
to a change (in this case IT investment) either by
improving in terms of its efficiency of doing
tasks and minimize the cost of adapting to a new
situation, or by measuring a number of
productivity indicators and creating a product or
service that delivers a given level of consumer
value. As such, they can all be related to the
“innovation production” potential of the firm or
business i.e. its effectiveness in creating a new
or improved product or service (from existing
research results or simply new ideas). In other
words, the IT business value is gained by the
firm through its increased ability to reach the
consumer with new products or services or — as
described in (Teece et al. 1997) - “the firm’s
ability to integrate, build and reconfigure
internal and external competences to address
rapidly changing environments”. It is, thus, the
basic premise of this paper that creating “IT
business value” is directly related to an
enhanced “innovation production capability”
and this premise will be investigated and
researched further.

FACTORS AFFECTING THE [INNOVATION

POTENTIAL OF A FIRM

The investigation of the “innovation creation
potential” of a firm or business has to start from
the full definition of the notion of “innovation
creation potential”’. “Innovation” as such, has
been defined as the “market induced
exploitation of research results by the creation
of new products or services or the improvement
of existing ones”. Research is usually funded by
public or private funds which are committed in
the context of specific research products in the
context of collaborative Transport R&D
projects. The exploitation of the results of these
research projects in order to create “innovation”
is a “must” especially for the publicly funded
research projects. Particularly for R&D projects
that explore a novel technological field, the
requirement to develop potentially useful
research results that can be commercially
transformed and exploited to develop concrete
innovations, is a fascinating field of study
especially for the commercial transformation
and exploitation of research results stemming
from publicly-funded collaborative research —
for obvious reasons (Kimberly, 1981;

Damanpour, 1991; Harder, 2014; Wiesenthal,
Condeco-Melhorado, & Leduc, 2015).

In further defining the “innovation creation
potential” we note that this relates to a number
of parameters within a firm or business which

can be thought off as the “independent
variables” that interact and define the
“dependent variable” which is either the

“Product Innovation” i.e. a new or significantly
improved good / services, as a result of a
specific  research  project, or  “Process
Innovation” i.e. a new or significantly improved
processes, as a result of a specific research
project.

It is of interest to see the “independent
variables” which have been identified up to now
from existing research and studies. These have
been taken from a number of existing research
studies (primarily from Spanos, Y. E., &
Vonortas, N. S. 2011) and can be distinguished
in four broad categories and are presented
briefly in the following (shown also in
diagrammatic form in Figure 1):

These relate to the specific firm or business that
is doing the original research or the firm or
business that is undertaking its exploitation.
They characterize the internal environment that
motivates the generation and flow of ideas and
most importantly their transformation into
innovative products and services (Kimberly,
1981; Damanpour, 1991; Ahuja & Katila, 2004;
Spanos & Vonortas, 2011; Gu, Jiang, & Wang,
2016). Resources, capabilities and experience in
innovation activities act as critical determining
conditions for a firm’s capacity to develop
innovations and exploit R&D results. According
to the references mentioned above, the “firm-

related” independent variables can be
distinguished in two broad categories as
follows:

Absorptive Capacity, i.e. the capacity to absorb
and adopt the innovation. This is  further
defined by:

e The firm’s innovation history, e.g.

o Intramural R&D (i.e. the one performed X
years within the project)

o Extramural R&D (i.e. the one performed
X years prior to the project)

e lts prior innovation performance, i.e. whether
the:

o Product innovation is new to the market

o Product innovation is new to the firm

International Journal of Research in Business Studies and Management V4 e 16 e 2017 5


http://en.wikipedia.org/wiki/David_Teece

IT Business Value and Business Innovation: An exploratory investigation

o The integrative capabilities, i.e. the
capabilities of integration and
coordination of all stakeholders involved
as well as of all the related factors for the
production of innovation.

The Appropriation Capabilities of the firm,
further defined by:

o Its formal appropriation capabilities, e.g.
for obtaining raw materials or other
products, and

o Its informal appropriation capabilities.

The initial research characteristics of any given
research project, e.g. the thematic area into
which it belongs or the size of the consortium
that has undertaken the research work or the
management aspects of the project are also
important factors affecting the “innovation
potential” (Harder, 2014; Wiesenthal, Condeco-
Melhorado, & Leduc, 2015). The project-related
factors have been distinguished in:

Project uncertainty, further defined by:

e Project novelty, i.e. how “novel” is the
research performed in relation to the firm’s
usual activities. This can be further broken
down as:

o Scientific and commercial risk that the
project entails;

o Distance from firm’s core technological
expertise.

e Project complexity, i.e. the degree of
difficulty and complexity of the research
project. This can be distinguished into:

o Perceived scientific complexity of the
project; and

o Perceived technical complexity of the
project.

Whether the project builds on past R&D or not.

These refer to the pressures from the market
environment under which the firm or business
operates (Damanpour, 1991). They induce firms
to innovate and include factors such as:
competitive  intensity, market uncertainty,
technological dynamism, and the stage of the

industry’s life-cycle are expected to have a
bearing on the firms’ propensity to innovate, or
to adopt innovative technologies developed
elsewhere (Park, Chen, & Gallagher, 2002;
Aghion, Griffith R, Blundell, Griffith, & Howitt,
2005). More specifically the market related
factors can be distinguished according to the
stage of the market life-cycle, i.e. whether it is a:

e Emerging market;
o Market in its early stages of development;
o [Fast growth market; or

e Mature — stable Market.

These factors are related to the specific
“technology” that is being converted to
marketable product through the innovation
production process. In case that the research
results is not a “technology” or “technologically
oriented” we can refer more generally to the
“research context”. They include:

Factors relating to the “potential for
exploitation” of the research product (e.g. an IT
solution or system). These include e.g. :

e Maturity of the technology;

¢ Reliability and accuracy of the technology;
o Existence (or lack) of standardization;

e Cost of adoption;

o Privacy issues;

e Need for customization.

Factors relating to the
environment”, i.e. the:

“implementation

e Labour requirements for the implementation;
o Data availability and quality;

e Existence of a stakeholder
framework, etc.

cooperation

In the literature one can find a number of other
potential influencing factors such as for example
the so called “Network related factors” that are
largely based on the Institutional theory that
examines the structural and behavioral changes
in organizations (Huigang, Nilesh, Qing, &
Yajiong, 2003; H, K, & 1, 2003).
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Figl. Diagrammatic representation of innovation production influencing factors

Source: Drawn by the author on information from a review of existing literature, primarily in: Spanos, Y. E., &

Vonortas, N. S., 201

THE METHODOLOGICAL APPROACH FOR OUR
ANALYSIS

A comparative evaluation of the previously
mentioned IT “business value” definitions and
guantification approaches that was performed by
the author (see Giannopoulos 2017) has
produced a preference for the theory of the
Resource-based view (RBV) of the firm as a
method of defining and measuring IT “business
value”. The Resource-based view of the firm is
part of the Competence-based perspectives of
the Strategic Management paradigm and it
renders itself as an effective theoretical
framework for explaining the process with
which IT relates to both the strategy and the
performance of the organization. It can also
facilitate the estimation of the strategic value
that IT resources offer to an organization and by
consequence its  “innovation  production”
potential.

As a first step, and in order to collect further
evidence of the importance and interaction
between “IT business value” and “innovation
production potential” we performed an
exploratory analysis of several case studies of
real world organizations. This approach was
used in order to scope out the magnitude and
extent of the IT business value phenomenon in
the case of real world organizations and at the
same time relate this with their innovation
potential. The organizations chosen were known
“innovators” who already had invested in
Information Technology.

Furthermore, this approach was chosen in order
to verify and cross-reference with the real world
examples, the initial ideas and assumptions
regarding the concept of IT business value and
the different “elements” that comprise it. The
case studies were analysed using a multiple
level of analysis, examining each case study at
the individual, business unit and organizational
level, in order to be in a position to acquire a
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holistic view of how the IT business value is
realized within the organization by the different
departments and the different key users of the
organization and how this is also related to
innovation production within the firm. The
organizations that were chosen have been drawn
from a sample of Greek organizations that have
taken part in a country-wide 2016 competition
that rewards companies for the excellent
utilization of IT in their business.

We present here three such case studies. In the
first section of each case study presentation the
overall nature and business focus of the
organization is presented, while in the following
sections, the relationship of the organization
with IT and innovation is described in further
detail. In the last sections of each case study we
give the results of the analysis of the
mechanisms with which IT creates “value” and
“innovation” for the organization.

Furthermore, as part of an ongoing PhD
research, we are investigating the “innovation
production potential and behaviour of firms that
participate in publicly funded research through
an extended questionnaire survey conducted
among nearly 700 firms worldwide. By
analysing the answers to the questionnaire we
expect to be able to establish specific relations
between the  “innovation  production”
characteristics of the firm and the most
influencing factors (independent variables)
among which the IT related business value.

INDICATIVE RESULTS OF THE CASE STUDIES

Company A is one of the largest and oldest
automotive marketing companies in Greece. The
company has a very recognizable brand and its
products are highly associated by its consumers
with  increased reliability, safety and
technological excellence. By maintaining close
communication and cooperation links with its
customers and partners, the offering highly
dynamic trade policies and innovative financing
programs as well as its continuous effort to
innovate, Company A has become one of the
most competitive companies in the industry, that
has managed to not only overcome and survive
the difficult economic conditions that are
present in Greece at the moment, but also to
grow and invest in the extensive integration and
utilization of IT for the re-design and

automation of a variety of its core business
processes.

One of the most notable examples of the above
utilization of IT is its initiative to create an
integrated system for managing the different
independent car dealers with which it cooperates
across the country. The new system can be
defined as an innovation as it was implemented
and it enabled Company A to have centralized
information and functionality regarding the
provision of qualitative and fully integrated
sales services, vehicle repair services,
warranties, financial management as well as
warehouse and inventory management. It is also
offering it potential for marketing it to a wider
market if the firm decides to overcome the
understandable commercial competition risks.
The system enabled the company to provide to
different groups of stakeholders (independent
dealers, salespersons etc.) with real-time access
to data and information country-wide, through
the replacement of old/obsolete practices with
automated/optimized new practices.

The business value that the company has gained
from the above mentioned IT system investment
consists of a number of value producing
elements which in turn have increased the
capability of the company to produce innovation
and make it more “innovation” oriented. They
include:

e The online, real-time access to information
improved drastically the ability of the
company to collect, manage and use data and
information for measuring its performance.
The results of this development can be
quantified mainly by calculating increased
sales and reduction of operating costs.

e There were concrete organizational and
strategic planning improvements for the
management of the company which were
detailed by the management. Their existence
enables better planning and risk taking for
the company a fact that increases its
innovation  production  potential.  The
definition of a performance measurement
indicator in this respect would enhance
quantification of this element.

e The new integrated system allowed for the
full automation of a variety of processes that
were involved in the car sale cycle (initial
offer, sale, and follow up actions) as well as
the management of the different licensed
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repair garages that were operated by the
company.

e There was also full automation of the
processes that relate to car warranties and the
management of the stock (warehouses),
updating of different quantities, prices etc.
The time saved for these processes was
another value creating element.

o Finally, the fact that data and statistics were
immediately visible to all levels of the
company’s operation (i.e. the central
management level but also the level of each
individual stakeholder with which the
company was in business relation) created
the background for further improvements and
also new innovatory products and services
that could be developed for the future.

Overall, according to the company’s
management, the use of Information
Technology and the investment made in the
specific innovatory system, which is now part of
the company’s culture and main strategy for the
future, has offered specific and quantifiable
“business value” for the company and has
increased its capacity for innovation production.
Since its development and implementation,
company A has enjoyed a significant
competitive edge over their competition.

Company B is a private credit institution with
international presence, consisting of a number of
branches in South-eastern Europe and the
Eastern Mediterranean, currently headquartered
in Greece. It offers a full range of financial
products and services and possesses, as well as
particular know-how in the areas of medium-
sized and small enterprises, agricultural
banking, consumer and mortgage credit and
green banking. It is also involved in capital
markets and investment banking, as well as
leasing and factoring.

These services are offered through the nation-
wide network of branches and ATMs and also
through a new innovation based -electronic
banking network (EBN). To produce its new
EBN the company invested in IT, and by doing
so it encouraged a number of innovations which
it was the first to implement realising further
benefits and increases in business value. The
whole process of investment in IT and creating
innovatory systems and services started in 2010
or thereabouts and it continues to date with
developments that are creating business value

through significant increases in the company’s
overall efficiency and operating cost reductions.

We will refer to one such characteristic
improvement that shows the interplay between
the creation of specific quantifiable IT business
value and at the same time the increased
capability for further innovation that the
company gained from it.

During 2011 the company was troubled by the
fragmentation of their printing equipment as
well as the high average age of this equipment
and the lack of information on its overall
operating costs (maintenance and management).
After detailed in-depth research into the
situation, the company identified that the
average age of their printing equipment was
well over three years and included over 90
different printing machines, resulting in users of
the printing services being very unsatisfied by
the quality of the provided printing service. In
order to adopt a more effective and efficient
approach in the management of their printing,
the company decided to invest in a new
innovatory IT based printing management
solution that was to be provided by a third party
supplier. The main factors that drove the
Company’s decision was the scalability of the
offered solution as well as the quality of design
of the system, which was to cover all user’s
needs with a systematic and holistic approach.
The investment in this IT related innovation and
its implementation was to be carried out in a
modular fashion throughout the Company so
that the users did not experience any down-time.
The service provided by the third party also
included the training of the personnel.

After the introduction and full implementation
of the new system of printing, the company
immediately saw positive results. Just after one
year of operation of the new print service,
company A noted a 20% drop in the volume of
printouts (via the use of the network printing
and scanning capabilities that became
available), a 35% drop in the consumption of
printing paper and a 40% drop of the overall
costs that related to printing. Furthermore, other
than the above mentioned cost reductions and
operational and environmental benefits, the
Company gained administrative and
management related benefits, that enabled for
central management and reporting
functionalities for its printing services, which
resulted in the reduction of time spent for the
management of consumables by 0,5 FTE (Full
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time equivalent) and technicians occupation
time by 1 FTE.

The new printing services that the company
implemented, offered significant business value
since they optimized and enhanced the
efficiency of printing but also the overall
effectiveness of the printing services of the
company. Moreover, the fact that the Company
followed a comprehensive plan for the
organization and implementation of this
initiative, meant that the resources of the
company were utilized more efficiently and by
doing so it created the circumstances for new
innovatory services to its customers that
included:

e Faster information and record keeping;

e On-line updating of records and customer
notification;

e Quicker turnover of customers at the desk.

Company C is one of the largest natural
cosmetics company in Greece, established
during the 1970s. Through the development of
over 4000 different formulas that are based on
natural raw materials the company has gained
extensive know-how in the development of
high-quality cosmetic products. These can be
found in many pharmacies and specialised
cosmetics shops around Greece as well as
internationally, due to the company’s strong
presence in different countries worldwide.

In 2012, the IT department of the company
redesigned and upgraded completely the IT
environment under which the company operated
by investing in new off-the-shelf items as well
as in the creation of totally new and innovatory
systems based on existing research that was
conducted in a cooperating University. The end
objective of this IT investment was to enable the
provision of valuable new and innovatory
services to different stakeholders of the
company (sales representatives etc.), as well as
in order to contribute to the achievement of
other operating and business goals.

The basic objectives for the new systems and
services that were to be implemented by the new
IT and innovation investment, were:

e Increased ability to ensure the high
availability / performance, uniformity and
standardization as well as security and rapid

data recovery,
applications.

of both equipment and

o Improvement of the communication between
executives in order to ensure cooperation
between groups and departments, even when
communicating  from different remote
locations.

o Improvement of the overall services offered
to the customers and the support that the
company provides to the wholesale end-
users.

e Reduction of the company’s operating
expenditures (e.g. telecommunication costs,
travel costs, training costs, energy
consumption costs etc.).

The overall context within which all the above
changes and innovations were to apply was a
more agile, modern and environmentally
responsible practice. In the process of this IT
based ‘“business value” enhancement several
innovations were developed and implemented:

e Virtualization of the infrastructure of the
company’s systems, which allowed for the
continuous and uninterrupted provision of
services to its internal stakeholders.

¢ Optimization of the availability, performance
and management of any business innovatory
solutions offered by the system through the

remote  management  functionalities it
offered.
e “Unified communication” practices

throughout the different activities of the
company. The main goal in this context was
the automation and unification of user and
device communication in a common context,
which resulted in the optimization and
enhancement of communications throughout
the company by eliminating factors such as
latency and device interdependencies.

¢ Introduction of the so called “model retail
shop” service in order to support the ongoing
strategic goal of the company for continuous
expansion of its operations to different areas
both inside and outside of the Greece.

e Furthermore, in order to ensure the faster and
within specific budget objectives for the
deployment of new retail shops, the IT
department focused on the standardization of
the development and interconnection of the
new retail shops with the main IT systems of
the company while satisfying the requirements
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for functionality and equipment use at the
level of its retail shops.

The end results of this IT related innovation that
was produced both within and outside the
company were measured in terms of both
guantifiable and non-quantifiable business value
that was developed through:

o New retail shops which the company has
opened with predetermined development and
operating costs, a fact that enabled the
company to be more competitive and also to
enter new markets faster and more
dynamically than before.

e Optimization and enhancement of different
internal and external functions of the
company.

o More effective decision making capabilities
due to improved capabilities of the company
for effective communication between the
different executives.

CONCLUDING REMARKS

The value of Information Technology in
creating  “business value” for investing
organizations has been documented and
researched by extensive studies as shown in
section 2 of this paper. This is mainly done
through assisting the investing organisations to
cut costs and become more efficient and
enabling them to identify and utilize new, more
effective and efficient ways for conducting their
core business. The Resource Based View (RBV)
approach has been adopted in the past by this
author as an efficient tool for studying this
interaction. Its use has shown that a company
can (through IT investment) achieve a better
organisational function and creation of new (IT
and non-IT) resources that directly affect the
already existing resources and operating
capabilities of the company. The IT business
value to be created is a very important factor
that must be taken into account for any IT
investment and implementation initiative. If
effectively leveraged it occurs in all business
functions of the company i.e. inside and outside
the IT department. However, managers must
also give particular attention to aspects such as
IT training and human development outside the
IT department.

Another implication that could be drawn from
the analysis of the cases studies is that there are
important strategic impacts that can be

connected to IT investment and IT business
value. These are likely to be observed through
the increased ability of the firm to innovate and
thus increase its ability to offer new products in
the market, execute some of its operational
processes more effectively and also increase its
ability to effectively re-configure existing
functional processes and competencies.

Our thesis is therefore that besides the creation
of “business wvalue”, IT investment also
increases the capability and disposition of the
company to create “innovation” and become an
innovation creator both through internal
processes and through third party innovation
subcontracting.

The three case studies presented here, as well as
the others that were also performed by the
author, confirmed this view. They provided
initial evidence that the ‘“business value”
potential of IT investments can be considerable,
as well as measurable but at the same time the
innovation production capability i.e. the
possibility to create new and improved products
and services, can also be enhanced. This can be
a further benefit and inducement factor for the
decision makers to invest. The increased
innovation production capacity, can increase the
operating efficiency of the company itself but
also its capability for new products and services
for the market. These will further increase the
business value of the company and can be of
interest to the majority of business executives
who want to evaluate their IT investments
decisions.

The thesis that IT business value is connected
with the innovation capacity of the firm, that is
initially supported by the case studies evidence
shown here, will be further studied and
researched by the author in the future. This will
be done with a thorough analytical approach
involving a systematic collection of data
through a questionnaire survey and analysing
the responses.
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