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Abstract. Nowadays, information technology (IT) is a strategic asset for orga-
nizations. As a result, the IT costs are rising and there is a need for transparency
about their root causes. Cost drivers as an instrument in IT cost management enable
a better transparency and understanding of costs. However, there is a lack of IT
cost driver research with a focus on the strategic position of IT within organiza-
tions. The goal of this paper is to develop a comprehensive overview of strategic
drivers of IT costs. The Delphi study leads to the identification and validation of 17
strategic drivers. Hence, this paper builds a base for cost driver analysis and con-
tributes to a better understanding of the causes of costs. It facilitates future research
regarding cost behavior and the business value of IT. Additionally, practitioners
gain awareness of levers to influence IT costs and consequences of managerial
decisions on their IT spend.
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1 Introduction

A functioning IT Cost Management (ITCM) ensures organizations to make the right
decisions when investing in information technology (IT) [1] and to increase the cus-
tomer value [2]. ITCM also strengthens cost awareness and influences IT costs antic-
ipatorily [1]. These goals require the investigation and a deep understanding of cost
and cost behavior [3]. Thus, cost management proposes the identification, classification,
and estimation of “factors causing a change in the total cost” [4]. These strategic cost
drivers determine cost behavior fundamentally and long-term [1] and therefore enable
the establishment of the strategic position of an organization. They describe cost across
the entire value chain [5] and impact customer value, revenue, and profitability [6].
Already in 1996 a study by Carr and Tomkins [7] stressed that successful companies
focus twice as much on cost driver analysis — regardless of the companies’ strategic
position - differentiation or cost leadership [8]. Nowadays, IT is seen as a strategic asset
[9] and IT costs account for an increasing part of the total cost within organizations
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[10]. As a first step and to enable cost driver analysis, cost driver identification aims for
cost transparency [11]. However, a study of 474 IT managers in 2021 states that 79%
of the respondents still face a lack of transparency and understanding of costs for their
IT investments [10]. This prevents managers from measuring and highlighting the value
proposition of their IT [12]. A comprehensive overview of strategic IT cost drivers would
enable the required transparency and the investigation of cost behavior as measure to
make the right decisions and to increase business value in the long term. Thus, it is the
paper’s goal to deliver a structured overview about the strategic drivers of IT costs and
assess their influence.

Structured overviews on strategic cost drivers emerged in the 1980s and 1990s as
taxonomies presenting a variety of “strategic choices” [13] that drive costs in manufac-
turing companies [5, 14]. Their main objectives were to better understand incurring costs
and related profitability as well as to identify levers of influence for the overall cost of
an organization [6]. However, those taxonomies of strategic cost drivers do not include
nowadays’ IT perspective. Information system (IS) researchers also make use of the
analysis and evaluation of cost drivers: they investigate IT cost drivers for the cost esti-
mation in software development [15, 16], software maintenance [17], or for measuring
the cost of scrum activities [18]. IT cost driver research focuses on subsections or indi-
vidual IT solutions [19] and thereby neglects the interaction of systems and information
technology as a whole. This impedes comprehensive transparency and understanding
across the total IT landscape. Furthermore, they focus on tactical cost drivers rather than
giving a strategic perspective. Yet, IT cost driver research lacks a holistic and structured
overview of strategic IT cost drivers. We therefore conduct a Delphi study to get a con-
sistent and verified picture of the strategic drivers and their influence on IT costs. Our
study contributes to scientific research by strategically enhancing existing concepts in
the context of IT cost drivers and, consequently, by developing and verifying a taxonomy
of strategic drivers of IT costs. Additionally, practitioners gain awareness about levers
for cost influence and opportunities for strategic discussion on IT costs and the value
proposition of IT.

This paper is structured as follows: first, we outline cost driver research. We then
introduce the Delphi method as our research method comprising an exploratory study
in the preparation phase, the expert selection, and the Delphi survey itself. Finally, we
present and discuss our findings, and then draw our conclusions.

2 The Importance of Strategic Cost Drivers for IT Management

IT is a strategic asset for most organizations which leads to rising I'T budgets [20]. There-
fore, the main focus of managers is on the optimal use of IT and thereby to ensure IT’s
contribution to strategy and business value [12]. Consequently, the transparency and
understanding of root causes of IT cost are prerequisites in strategic decision-making
[1]. To understand those root causes, cost driver analysis is a strategically important
instrument in cost management. The concept of cost drivers describes and analyzes cost
behavior [5] to reveal the root causes of costs [21] and to better understand the costs of
a whole organization or a certain area [19]. The strategic cost management discipline
introduced the term cost driver to describe those factors that cause costs [8] or decision
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variables that drive costs [6]. We define cost drivers as “factors or decision variables that
influence costs”. They can be divided into operative, tactical and strategic cost drivers
[22]: operative cost drivers, such as production volume, focus on manufacturing on a
short-term basis. Tactical cost drivers are identified especially in terms of cost allocation
with Activity-Based Costing (ABC) systems and explain mid-term cost dependence.
They are determined for specific use cases. Strategic cost drivers are long-term deci-
sions variables that affect tactical and operative cost drivers [23]. They influence the
cost position of organizations fundamentally and across periods [22]. For organizations
those cost drivers and their relationships are strategically important as they result from
strategic management decisions [6]. Therefore, the identification of strategic cost drivers
contributes to transparency of IT costs [11] and in a second step their detailed analysis
leads organizations to gain understanding about the root causes of their cost position and
influence them [5].

The digital transformation of organizations and the resulting increase in IT invest-
ments led to growing research interest in IT cost drivers [1]. However, this consideration
of cost driver in IT is mainly used in the context of ABC and cost allocation [19], on the
level of tactical cost drivers. Raz and Elnathan [24] identify potential cost drivers for typ-
ical project activities for their ABC model. Pramono and Suryani [18] consider ABC and
corresponding cost drivers to measure benefits of cost usage in scrum-based companies.
Ooi et al. [25] present an ABC approach to estimate and recover system development
and implementation costs with cost drivers such as project duration, project type, num-
ber of features or back-end complexity. Raghu and Chaudhury [26] identify the lines
of code and function points as ABC cost drivers in software development. Besides the
ABC approach, cost driver models are also proposed for other specific use cases such as
cost estimation, IT operations and evaluation of IT solution profitability: Boehm et al.
[15] base their software development cost estimation model (COCOMO 2.0) on 23 cost
drivers. Factors for a better understanding of software maintenance cost are according to
Benaroch [17] divided into system attributes (age, size, complexity, information quality
constraints, software volatility), and personnel factors (number of maintainers, location
diversity, skill diversity). Herzfeldt [19] presents a cost driver model for IT solutions to
measure their profitability over the complete life cycle: the IT cost drivers are divided
into three main categories: input, value creation process and uncertainty. A total of 214
cost drivers are assigned to 30 categories in the model.

As pointed out, the existing research presents IT cost drivers on a tactical level for
specific use cases. Thereby, there is a lack of the strategic perspective describing those
variables that influence the tactical cost drivers in the first place and long-term. Further-
more, presented IT cost driver models describe their influence on individual sub-areas
for the development and the evaluation of IT solutions. This does not reflect I'T’s strategic
position within organizations and its increasing importance. Furthermore, it neglects the
company-wide evaluation of interrelated IT contributions and their generated business
value. To our knowledge, there is no structured overview on strategic IT cost drivers,
although, such categories build “a powerful taxonomy for classifying the different types
of cost drivers” [27]. Approaches presenting taxonomies on strategic cost drivers [5, 13]
emerged mainly in the 1980s and 1990s and set their focus on manufacturing and not
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IT. Banker and Johnston [6] give an overview on those cost driver taxonomies. How-
ever, those overviews do not yet include todays’ position and omnipresence of IT within
organizations. These shortcomings of existing approaches lead to the research question
of this publication: What are the strategic drivers of IT costs and what is their influence
on IT costs?

3 Research Method

The Delphi method is used to “exploratively examine a complex problem through a
group of experts” [28]. In IS research it has been applied for several use cases: val-
idation of definitions and classification [29], development of frameworks [30] or to
achieve a consensus on a ranking [31, 32]. The Delphi method is defined by four generic
characteristics: anonymity, controlled feedback, an iterative process, and the statistical
aggregation of group responses [33]. The objective of our research is to obtain a compre-
hensive overview of strategic cost drivers and their influence on IT costs. Since strategic
cost drivers have a long-term effect, their influence is difficult to measure and is therefore
preferably estimated; this estimate can be made by experience or experts [22]. A Delphi
study can support this estimate through consolidating expert opinions in an iterative
process with several rounds including controlled feedback [34]. Thereby it also omits
group dynamics and bias because the experts within a Delphi study are anonymous to
each other [33]. We further choose the method as it can be conducted easily gathering
multiple expert opinions with flexible and asynchronous processing [35]. Furthermore,
the standardized Delphi questionnaire allows us to aggregate and quantify expert opin-
ions statistically [35]. For these reasons, we consider the method to be appropriate to
answer our research question.

For the design of our study, we apply the characteristics and specifications of Delphi
method variants in IS research according to Strasser [28]: With an objective to generate
facts, we design our study to elicit opinions and gain consensus. We choose experts
in a wide sense with total anonymity and a not too large size of the expert panel. The
predefined set of issues is developed in an exploratory study. This is the basis for the
first round of our survey with a quantitative questionnaire including options to provide
qualitative explanations [29].

We structure our Delphi study in three steps: we start with an exploratory study,
conducted as data triangulation [36]. We follow earlier research for cost driver identifi-
cation applying data triangulation [21], to make use of multiple sources and develop a
predefined set of issues [34]. Second, we define criteria for the expert selection, identify
and approach experts and develop the questionnaire for the Delphi survey [36]. Third,
we execute the Delphi survey in two rounds with interim analyses to classify the answers
and develop a validated overview of strategic drivers of IT costs. The stop criterion for
our Delphi study was to reach consensus on a set of strategic drivers. We define consen-
sus for categorical yes/no answers with 75% agreement and for the 5-point Likert scale
with the inter-quartile deviation IQD) < 1 [37].
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4 Results

In the following we present the results of our Delphi study following the three steps:
exploratory study, expert selection and questionnaire, and execution of Delphi survey.

4.1 Exploratory Study

The data triangulation starts with a literature review according to Cooper [38] to ensure
a theoretical background of our study. Our search extended to the beginning of 2022.
We limited our search to title, abstract, and keywords with the search keywords “IT cost
driver”, (“cost driver” OR “cost factor”) AND “information technology”, ,,influencing
factors* AND “information technology” AND “cost”. The search was then performed
with a focus on research papers published in major conferences or journals (following
the IS basket of eight) in four databases: AISeL, EBSCOHost Business Source Premier,
Sciencedirect and IEEE. We removed duplicated and irrelevant publications by apply-
ing defined exclusion criteria [39]: publications without focus on IT costs or in other
languages than English or German. We conducted both forward and backward search
[40] to avoid missing important references. In our literature search we identified 17
publications, of which 11 explicitly specify IT cost drivers. The first author carried out
a qualitative coding [41] and identified and categorized these IT cost drivers. They were
then reviewed and adjusted in two iterations with the other authors. After two iterations
of qualitative coding, we developed a first set of six strategic cost drivers of IT costs
with short explanations: Number of Users, Complexity, Performance Quality, Sourcing
Quality, Service Level as well as the Size/Service Offer of IT.

Using the result from the literature review, we applied the research method of expert
interviews to obtain a comprehensive picture of the phenomenon in practice [42]. In
doing so, we conducted semi-structured and in-depth interviews [42] to have the oppor-
tunity to ask more detailed follow-up questions. We interviewed 15 experts from practice,
providers, and academia to cover a broad spectrum of people and functions via Microsoft
Teams in German language. Finally, we transcribed, and anonymized all interviews.
We conducted qualitative coding [41] for the analysis of interview data, using the tool
MAXQDA. We used the defined cost drivers from the literature review to assign respec-
tive codes to the data but also applied open coding to identify additional strategic drivers
and corresponding categories for classification [41]. We thereby expanded our six cost
drivers from literature review to a list of 15 after the expert interviews. Those 15 cost
drivers are categorized in qualitative coding in the four categories:

IT service offer: IT Scope, Number of I'T-based Products

Complexity of IT landscape: Harmonization, Standardization, Technical Complexity
Quality: Performance Quality, Service Level, Sourcing Quality, System Quality,
Security Requirements, Compliance Requirements

Corporate context: Number of Users, Organizational Complexity, Business Infras-
tructure, Corporate Culture

We then conducted an expert workshop following the procedure of Kluge et al. [36]:
four researchers revised and specified the results of the exploratory study as a basis to
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develop the Delphi questionnaire. They examined and formulated detailed descriptions
for the strategic cost drivers, and their influence from the codes of the expert interviews
and verified the established categories to classify the strategic drivers of IT costs.

4.2 Expert Selection

For the selection of experts for our delphi survey, we followed the recommendation of
5-20 panelists by Rowe et al. [33]. When choosing experts, we followed the job title
and verified that they have several years of experience in the field and thereby aimed for
a heterogeneous panel [31, 34]. We contacted German-speaking experts, what led to a
panel of initially 21 experts responding the first round (R1) and 18 in the second round
(R2). The panel (Table 1) included practitioners (P) (13 in R1111 in R2) of a variety of
company sizes and sectors, IT consultants (C) (5/14) and academics (A) (313).

Table 1. Overview of Delphi Study Experts

Function Function Function

P1 Chief Information P8 IT Portfolio C2 CEO, IT Service
Officer (CIO) Management Consultancy

P2 Chief Executive P9 Head of IT C3 ITCM Consultant
Officer (CEO) Governance

P3 Head of IT P10 IT Portfolio C4 IT Management
Governance Management Consultant

P4 CIO P11 IT Controlling C5 IT Strategy Consultant

P5 Head of IT P12 IT Controlling Al Professor, University of
Governance Applied Sciences

P6 Chief Financial P13 IT Portfolio A2 Academic Consultant
Officer (CFO) Management ITCM

P7 Head of IT Cl CEO, ITCM Tool A3 Academic Consultant IT
Governance Supplier Management

For the development of the Delphi questionnaires, we followed the guidelines pro-
posed by Belton et al. [34]: the questionnaire for each round was designed and conducted
in the survey tool ZOHO Forms to ensure a fast and efficient procedure. Each draft was
then pre-tested to ensure plausibility, comprehensibility, and consistency and refine the
questionnaire [34, 36]. Furthermore, each questionnaire was designed for a maximum
time exposure of 15 min to limit the fatigue of the participants [34].

4.3 Execution of Delphi Survey

Next, we started an online Delphi survey to validate the identified strategic drivers from
the exploratory study, complete the list and assess their influence. The execution took
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place in April and May 2022. It was conducted in iterations of two weeks for each survey
round and in between one week of interim analysis.

In the first round of the Delphi survey, we presented the identified cost drivers and
their influence deducted from the exploratory study and asked the panel for validation.
On a Likert scale with categorical responses (yes/no/don’t know), the experts could
agree (yes) or disagree (no) on the strategic drivers and on the description of their
influence on the level of IT costs. The don’t know option was provided to avoid possible
misstatements [35]. Furthermore, we included options to provide qualitative remarks on
each cost driver. Those remarks allowed us to adjust our descriptions of the drivers and
their influence. To complete the list of strategic cost drivers, we provided a qualitative
request at the end of the survey for the panel to add missing cost drivers of IT costs. In a
third question the expert panel could estimate the intensity of each cost drivers influence
on the level of IT costs on a 5-point Likert scale (In your opinion, to what extent can the
cost driver influence the level of IT costs? 1 — Very Low,..., 5 — Very High). We then
statistically assessed the responses and conducted a qualitative coding of the remarks and
additional drivers proposed by the panel [41]. The coding team made various changes
on the list of cost drivers, based on the remarks of the panelists [29]; these changes are
summarized in Table 2. All in all, the panelists agreed on 9 cost drivers, their influence
description, and their influence level IQD < = 1) in R1.

Table 2. Changes made after Round 1

Cost Drivers Adaption

IT Scope Adjusted description of cost driver based on remarks

Performance Quality Divided into personnel quality and processes quality following
the remarks

Sourcing Quality Adjusted description of cost driver and extended by a second
influence description based on remarks

Number of Users Adjusted description of cost driver and influence based on
remarks

Organizational Complexity | Adjusted description of cost driver based on remarks

IT Setup Added based on the remarks under category corporate context
Strategic Fit Added based on the remarks under category corporate context
Corporate Culture Removed, as no consensus on a direct influence could be reached

and it rather influences diverse strategic cost drivers

In the second round of the Delphi survey, we provided statistical feedback on the 15
cost drivers from R1. Personal feedback on the qualitative remarks was sent to each pan-
elist privately. We put the adapted cost drivers (Table 2) on vote again in R2 and reached
consensus for a total of 17 cost drivers. The panelists provided no further qualitative
remarks and we assessed the quantitative responses similar to R1.

Summarizing, our research resulted in 17 drivers clustered in the four categories
from the qualitative coding: service offer of IT, complexity of IT landscape, quality and
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corporate context. We present the results including the statistics in Table 3. The average
influence level (mean &) of each factor estimated by the experts in the Delphi survey
can range from very low influence on IT costs (1) to a very high influence on IT costs
(5). An IQD less or equal to 1 defines consensus on the influence level.

Table 3. Strategic Drivers of IT Costs

Short description (cost driver & cost influence) Consensus

Service Offer of IT Round Level

IT Scope describes the degree of IT coverage within an organization R2 (100%) | @ = 3,68

The higher the degree of IT coverage in an organization, the higher the IT costs | R1 (95%) 1QD: 0,88

Number of IT-based Products describes the level of IT in systems or services R1 (100%) | @ = 3.6

for internal use or customer products 1QD:0,5

The more systems or customer products are based on IT, the higher the IT costs | R1 (91%)

Complexity of IT Landscape Round Level

Technical Complexity describes the complexity of the landscape in terms of the | R1 (100%) | @ = 4,14

interaction of the systems in the enterprise architecture as well as the age 1QD:0,5

structure of the landscape

The higher the technical complexity of the IT landscape, the higher the IT costs | R1 (95%)

Standardization describes the degree of use of standard applications and R1 (95%) | @ =4,05

services in an organization 1QD:0

IT costs decrease until an optimal level of standardization is reached. From this | R1 (91%)

point on, IT costs rise again, because the execution of the processes with standard

tools often necessitates corresponding workarounds or additional process steps

Harmonization describes the degree of consolidation of services, systems and R1 (100%) | @ = 3,95

infrastructure components that serve the same purpose 1QD:0,38

IT costs decrease until an optimum level of harmonization is reached. From this | R1 (100%)

point on, IT costs rise again, because excessive harmonization requires a high

level of coordination to carry out the processes with unified systems

Quality Round Level

Personnel Quality describes the quality and know-how of the personnel from IT | R2 (100%) | @ = 3,11

and business departments 1QD:0,88

The higher the quality of the personnel, the lower the (additional) IT costs R2 (86%)

Process Quality describes the quality of IT processes. In addition to the classic | R2 (100%) | @ = 3,21

“plan, build and run” processes, this also applies to management processes and IT 1QD:1,0

service processes

The higher the process quality, the lower the (additional) IT costs R2 (95%)

Sourcing Quality describes the quality of IT system purchasing R2 100%) | @ =3,32

1. The better the quality of sourcing, the lower the (additional) IT costs R1 (95%) 1QD:0.5

2. The higher the dependency in sourcing (e.g. negotiating power of suppliers), R2 (89%)

the higher the IT costs

System Quality describes the quality of the individual IT systems R1 (100%) | @ = 3,09
1QD:1,0

The higher the system quality, the lower the IT costs (e.g. for operating and R1 (86%)

maintaining systems, etc.)

(continued)
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Table 3. (continued)

Short description (cost driver & cost influence) Consensus

Quality Round Level
Service Level describes the performance level that is defined and required for IT | R1 (95%) | @ = 3,41
services, including attributes such as availability, flexibility, and speed 1QD: 0,5
The higher the required service level, the higher the IT costs R1 (95%)

Security Requirements describe the demands for IT security management in the | R1 (100%) | @ = 3,78
organization and the preventive measures 1QD:0,5

The higher the security standard and prevention requirements, the higher the IT | R1 (100%)
costs

Compliance Requirements describe the demand for compliance defined both R1 (95%) | 2@ =282

externally and by the corporate code 1QD:0,5
The more compliance requirements, the higher the IT costs R1 (95%)

Corporate Context Round Level
Number of Users describe the number of people using IT systems R2 (86%) |o =3,14
The more users, the higher the IT costs (for (software) licenses, hardware R2 (100%) 1QD:0,38
equipment, user support etc.)

Organizational Complexity describes the organizational structure and R2 (95%) |o=2,73
complexity 1QD:1,0
The more complex the organizational structure, the higher the IT costs R1 (91%)

Business Infrastructure describes the number of locations of an organization, R1 (91%) | @=345
the global structure and the “global footprint” of an organization 1QD:0,5
The more complex the business infrastructure, the higher the IT costs R1 (91%)

IT Setup describes the structural setup of IT departments in the organization R2 (100%) | @ = 3,37
The more diverse the IT structure, the higher the (additional) IT costs R2 (84%) 1QD:0,5
Strategic Fit describes the fit of strategy, structure, and culture R2 (84%) |2 =30

The better the alignment of strategy, structure, and culture in an organization, the | R2 (79%) 1QD:1,0
lower the (additional) IT costs

5 Discussion

The results from the Delphi study in Table 3 show that apart from strategic decisions
that are related to IT at the first sight (service offer of IT and the complexity of the IT
landscape), also strategic decisions regarding the corporate context or quality have an
influence on the level of IT costs.

As afirst category of strategic drivers, we identified the service offer of IT. In IS cost
driver literature, the service offer is mainly related to the size of systems [17], number
of features and project duration [24, 25] or the number and size of backlog items [18].
However, for a broad and strategic consideration of IT within an organization, experts
proposed the differentiation between IT scope and number of IT-based products.

The increasing service offer of IT often results from management decisions following
the industry standard or other external influences: one interviewee explains that I[T-based
products are especially relevant for a digital industry standard and thereby implies higher
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IT costs. A current study stresses this rise of IT costs as they become an increasing part of
the total cost within organizations [10]. However, higher investments in IT may also lead
to a decrease of overall cost due to automatization and staff savings. This shows that the
overall understanding of cost behavior demands to also understand the complex interplay
of those cost drivers [13]. Future research should therefore study those interrelations and
their impact on the level of cost.

The results show three strategic drivers of IT costs in the category complexity of the IT
landscape: technical complexity, standardization, and harmonization. The taxonomies
on strategic cost drivers of the 1980s consider complexity on the level of a single IT
system as a cost driver for manufacturing [5, 13, 43] and equally IS research defines
tactical IT cost drivers related to complexity: complexity of the software itself [17], of the
type of client [44] or activity [18] as well as related to the number of function points [26].
Our results stress the influence of the overall landscape. The high degree of consensus
between the panelists IQD < 0,5) highlights this interrelation between the complexity
of the IT landscape and the overall IT cost. The differentiation into three strategic drivers
stresses that the complexity of the IT landscape may have different influence.

Technical complexity causes the highest level of influence on IT costs. Thereby,
experts mention decisions on the compatibility of legacy systems or new systems within
the landscape or the interplay between systems of different technologies. Standardiza-
tion as well as harmonization are measures to reduce complexity and thereby are drivers
to save IT costs [9]. However, the experts specify that if the level of harmonization or the
application of standards exceed the optimum, IT costs increase due to a higher coordina-
tion effort, workarounds or even the emergence of shadow IT. A study by Zimmermann
and Rentrop [45] confirms this interrelation between the emergence of shadow IT and
harmonization. According to one expert, the right balance between individual needs and
the standard solution is therefore crucial in these strategic decisions.

The category quality includes seven strategic drivers. Personnel quality and process
quality as strategic drivers of IT costs show similarities to the structural factor experience
proposed by Shank [13], however experience is not specifically related to IT processes
or digital skills. The strategic driver process quality relates to the definition, execution as
well as the continuous improvement of processes. This includes the classical IT processes
of “plan, build, run” [9] but also governance or management processes. In IS literature
the number of resources, the resource rate [18] and the skill diversity [17] are identified
as IT cost drivers. However, our taxonomy explicitly includes the quality of business
and IT personnel. One expert specifies the skill of an employee to adapt to the situation
and use the know-how while another expert stresses the leadership skills of managers.
However, organizations struggle to find talents and therefore plan further investments
for new talents and skills [20] and consequently the influence of this strategic driver
demands detailed further analysis.

Furthermore, we identified the strategic driver sourcing quality, adapted from tactical
IT cost drivers such as number of suppliers, contracts or the number of requisitions
proposed in IS research [24]. In addition to this quantitative focus, our result shows a
focus on the cooperation with suppliers and the quality delivered as characteristics of
sourcing quality. This becomes increasingly relevant, as many organizations move to the
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cloud and need an elaborated management of vendors [10]. Another strategic driver is
the service level. IS research proposes tactical drivers for software cost estimation such
as required reliability and reusability [15]. However, the strategic driver service level
also includes attributes such as flexibility or speed, which become increasingly important
in the volatile environment. A current study confirms this by highlighting future IT as
strategic asset that must be flexible and fast [46]. Earlier IS research does not explicitly
include strategic choices on system quality, security and compliance requirements that
drive IT costs. Our result validates those three as strategic drivers and especially strategic
choices on the measures and preventions of IT security strongly influence IT costs
(3,78). A recent study [20] confirms the increasing security requirements which strongly
influence organizations investments in IT.

Globalization and digitization require a change in organizational structures and value
creation and therefore lead to strategic management decisions for new alignment [9].
Those strategic decisions have an influence on the level of overall IT costs. We identified
five strategic drivers and subsumed them in the category corporate context. Existing IS
research did not propose IT cost drivers with a special focus on the corporate context,
apart from the number of users [24]. However, the proposed definition of number of
users incorporates a broader view including internal and external users.

Besides the business infrastructure, the expert panel validates organizational com-
plexity. Organizational structure can be divisional, functional, following the matrix orga-
nization or else, which hampers a clear description of the influence of organizational
complexity on IT costs (2,73 with IQD of 1). Therefore, the management within those
structures is decisive for the description of the influence level. Organizational complex-
ity also includes the number of hierarchical levels that may lead to more complicated
communication channels. This is in line with difficulties in cooperation between busi-
ness and IT due to organizational complexity or separation [9]. It also accounts for the
structural organization and global footprint of IT departments and IT coordination costs
rise with a global dispersion of IT employees. Therefore, the expert panel proposed
another strategic driver: IT setup.

Strategic fit describes the alignment of strategy, structure, and culture and results
from the interplay of strategic direction of an organization together with prevailing
structure and processes as well as a corporate culture: experts mention collaboration
such as DevOps or agile structures to achieve strategic goal and these collaboration
models need to be supported by an according mindset or corporate culture. Also, the
role of IT department as cost center or service center needs to be aligned to strategy
and supported by the corporate culture. However, good alignment may lead to less IT
cost for support but to higher total IT costs due to a higher degree of IT usage. These
contrasts reflect the difficulties of the panel to reach consensus on the influence and the
level estimation (79% and IQD = 1,0).

The developed taxonomy allows the classification of strategic decision variables that
drive IT costs. Each of these strategic cost drivers involves a variety of strategic choices
and management decisions [13] as well as tactical and operational drivers [23]. Former
cost driver research states that hierarchies or taxonomies to classify cost drivers are
an important step in the development of new theory [27], to achieve a comprehensive
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overview to describe cost behavior and to explain cost and competitive position of orga-
nizations [13]. In cost driver research the identification of strategic drivers is followed by
their analysis [22] with special focus on determinants and consequences of managerial
decisions [3]. Managers take a variety of strategic decisions that are not directly IT-
related (e.g. business infrastructure and organizational complexity) however, they may
also lead to an influence on IT costs. The drivers therefore are a strategically important
instrument of ITCM to enhance cost awareness at the decision locations in management
and to foster managers’ consciousness for the consequences of their decisions on IT
costs. Likewise, the consequences of strategic decisions are generally considered to be
long-term and errors in the management of strategic drivers may lead to cost issues [22].
Concerning IT costs, the presented drivers advance strategic ITCM and through this
enable benefits such as the identification of saving potentials on a long-term basis.
Furthermore, an important part in IS research is the contribution to business value.
Earlier studies already highlighted this relation between cost drivers, customer value,
revenue and profitability [6]: they present a model on decision-making based on under-
lying strategy and ending with profitability and shareholder value in which the drivers
represent possible strategic decision variables. The strategic cost drivers presented can
therefore also offer a way to show interrelations between the value proposition of IT
across the entire value chain and the management decisions to accomplish strategy. Our
taxonomy therefore represents a basis for further cost driver analysis and research.

6 Conclusion

The identification of IT cost drivers is the first step towards cost driver analysis and
thus contributes to a better understanding of the causes of costs as well as the impact of
strategic decisions. The goal of this study therefore is to identify strategic drivers of IT
costs and to assess their influence. To this end, we conduct an exploratory study including
a literature review, expert interviews as well as an expert workshop to identify a first set
of strategic drivers of IT costs and their influence. Next, we select experts and prepare
a questionnaire for the execution of the Delphi survey to establish a comprehensive and
verified overview of those strategic cost drivers. This taxonomy shows that strategic
decisions regarding the service offer of IT, the complexity of the IT landscape, quality,
and the corporate context drive IT costs on various influence levels. The 17 strategic
drivers allow a classification of tactical and operational cost drivers as well as strategic
decisions and thereby foster the understanding of cost behavior as well as the explanation
of cost and competitive position of IT within organizations.

This paper makes a theoretical contribution by providing a comprehensive and vali-
dated overview on strategic drivers of IT costs. Moreover, practitioners gain awareness
of levers to influence IT costs and consequences of managerial decisions on their IT
spend. In addition, the holistic representation enables the identification of cost reduction
points and can be a basis for the evaluation of IT contribution to business value.

However, our study has limitations. The selection of experts is a key stage in Delphi
studies [34]. For our study, we chose different experts for the interviews in the exploratory
study and the expert panel of the Delphi survey with diverse backgrounds and experience
and from different industries and company sizes. However, those, in total, 36 experts
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from a German-speaking context were not randomly chosen. Thus, the results may
not be generalized for all corporate contexts and future research could consider other
cultural backgrounds. Furthermore, the study was mainly qualitative. The use of formal
mathematical models or quantification in the context of data analyses could provide more
detailed information about the impact on the level of IT costs. In addition, the identified
cost drivers have a direct impact on IT costs, however, corporate culture was excluded
due toits indirect influence. The investigation of further indirect influencing factors could
expand the picture and contribute to a consideration beyond those examined managerial
decisions variables. Nevertheless, the identification of the strategic cost drivers of IT
and the given overview are important steps in IT cost driver research and our research
serves as a foundation for future research.

The next steps to advance this research are the further analysis of the identified
strategic cost drivers of IT and their interrelations as well as the resulting cost behavior.
Furthermore, the understanding of managerial decisions that impact the drivers enhances
the cost awareness and thereby builds a basis for business IT alignment and strategic
cost management. In a third step the relation between strategic cost drivers and business
value of IT across the entire value chain should be investigated.
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