
The struggling economy over the past several 
years with the apparent relaxing of business eth-
ics has had a profound impact on corporate and 
government business processes. One effect 
has been to question the promise of infor-
mation technology’s influence on productivity. 
Everyone—from low-level employees to senior 
management to taxpayers—is reviewing IT invest-
ments with a more discerning eye. These events 
have created an atmosphere mandating senior 
management accountability, financial scrutiny, 
and a return to strategic development.  Gone are 
the days of massive investment in projects with 
little likely return—projects that sound great, but 
have no measurable financial or technological 
benefits for the market and the people those 
markets serve.

Today, tighter budgets and increasing oversight 
call for the justification of IT spending within 
capital planning control mechanisms. While many 
organizations arrange their initiatives into a series 
of projects with defined goals and measurable 
outcomes, the actual selection of which projects 
get funded remains a key challenge. Spending, in 
the commercial and government markets, must 
be carefully evaluated to ensure that the right 
investments are being made at the right time. 
The “right” projects are those that have the most 
long term beneficial impact on an organization’s 
strategy. This is accomplished through the use of 
business cases that ensure the selection of an 
optimal mix of investment projects. Investments 
must be chosen and managed in context with all 
other investments in the “IT portfolio” to realize 
the promised productivity gains.

What is a Business Case?
Business case development is not new. For 
decades, organizations have written business 
plans and product development strategies— 
basic versions of business cases. Industries with 
highly intensive capital requirements have used 
business cases to justify project development 
such as pharmaceuticals, oil/gas pipelines, or 
large-scale industrial complexes. Today, busi-
ness cases have evolved into a core strategic 
element of financial investment decisions in 
most industry classifications. And, business 
cases are necessary in both the commercial and 
government sector. 

A business case is prepared in conjunction 
with the concept development of an idea. It is 
the justification to expend scarce resources 
(investment)—ideally before commitment of the 
resources. The formality and timing of the pro-
cess will vary across organizations. Objective 
and transparent evaluation of the value of an 
initiative or project is necessary before resources 
are committed.

The core purpose of a business case is to justify 
financial investment in a project or activity that 
creates a product or service. Projects can run the 
gamut from basic, internal, corporate initiatives 
to complex efforts affecting the global public. 
For example, Microsoft writes business cases for 
each new proposed software program prior to the 
commitment of financial resources. Proponents 
of relocating a Major League Baseball team 
develop a business case detailing the positive 
economic impact of building a stadium in a 
metro area. Increasingly, CIOs insist on a busi-
ness case before investing in new technology, 
using it as a baseline to manage that activity. 
As such, business cases ensure diligent up-front 
planning to support successful project execution 
and delivery. 

The development of a business case is a natu-
ral step for organizations with formalized proj-
ect management discipline because it requires 
an outline of project objectives, resources 
needed, and expected returns. Business cases 
serve as an interim step that helps a Project 
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Solut ion used:

A Project Management Office is a sys-

tem of processes, technologies, people, 

and culture designed to manage and 

control initiatives throughout the life 

cycle.

Project Portfolio Management is a 

strategic and dynamic decision-mak-

ing process to assess value, prioritize 

projects, and allocate resources to 

meet key enterprise objectives.



Management Office (PMO) organize and collect 
data to be used in conducting Project Portfolio 
Management. Though PMOs are predominantly 
found in the government arena, they do exist in 
the commercial world—typically in large, Fortune 
500 companies. Other firms with high-risk, 
complex projects usually conduct cost/benefit 
analysis—a watered-down version of a business 
case—prior to significant financial investment. 
Regardless of whether the Project Manager (PM) 
is working in government or industry, justifica-
tion is needed to obtain funding to move a major 
initiative forward.

Business Case Drivers

The resurgence of business cases to justify 
financial investment is primarily due to today’s 
environment of fiscal and personal accountabil-
ity. The drivers are different in government and 
commercial markets. The federal government 
now mandates the use of business cases while 
industry is increasingly using business cases to 
prove the need for additional investor funding. 
Studies indicate that only 25% of organizations 
follow a formal process requiring a business 
case prior to investment in technology initiatives. 
Additionally, only 10% report that they use busi-
ness cases to facilitate continuous improvement 
and 19% use them to evaluate overall project 
results.1 Clearly, there is a need for a formalized 
process to present justification to fund major 
IT initiatives. CIOs across the government and 
commercial sectors must focus their efforts on 
demonstrating how technological goals meet and 
help achieve business goals.

Government

The federal government has developed a very 
formal and rigorous business case process 
in response to the President’s Management 
Agenda, which requires a more efficient and 
more accountable government for the nation. A 
key theme is the institutionalization of controlled 
budget and performance management process-
es. Charged with managing the distribution of 
almost $60 billion in government IT spending, 
the Office of Management and Budget (OMB) 
translated the President’s words into action. 
The OMB now requires all proposed technology 
projects to have a well-defined goal that links to 
overall agency mission, description of how the 
project relates and collaborates with initiatives 
within other federal agencies, and measure-
ments to evaluate ongoing project success. An 
agency’s ability to obtain funding hinges on its 
ability to submit a satisfactory Capital Asset Plan 
and Business Case, link IT projects to overall 
agency mission, and ensure the deployment and 
measurement of metrics gauging the project’s 
success. The Capital Asset Plan and Business 
Case is a summary document of the project plan-
ning that supports the Select-Control-Evaluate 
capital planning cycle. The information required 
for this form is found in the process of develop-
ing a business case. Ideally, the data should be 

readily accessible as a result of on-going PM 
practices; however, PM practices are not institu-
tionalized in many organizations. There are plen-
ty of situations where an agency has a new CIO, 
recently merged with another organization, or is 
experiencing rapid turnover. These agencies lack 
access to historical data and the understanding 
of how things work within the organization—cul-
ture, processes, and informal leaders. 

This year, to justify the FY 2005 federal IT bud-
get, the OMB is taking the business case pro-
cess one step further. Agencies will be required 
to show how each IT business case relates to 
the agency’s enterprise architecture and the 
proposed federal government architecture. The 
purpose of this capital planning process is to 
force agencies to treat IT as an investment, not 
just another general expense.

Commercial

The commercial market has always been at 
the forefront of innovation and ready to adopt 
new technology that promises increased effi-
ciency and productivity. However, over the past 
several years most of these technology invest-
ments occurred with little evaluation and lacked 
procedures to measure return on investment. 
As a fallout of the rush to be the first and most 
innovative, many organizations overlooked a 
basic tenet of investment management—under-
standing how a project contributes to overall 
organizational success. A 2002 Meta Group 
study revealed that 84% of companies did not 
fully develop business cases for any of their IT 
projects. Many of these organizations did not 
even attempt to develop a business case to jus-
tify investment in a technology initiative. 

Those days are over. The need to improve produc-
tivity, the existence of corporate scandals and 
the advent of legislation such as the Sarbanes-
Oxley Act have caused many organizations to 
review existing practices and tighten their belts. 
Senior executives and leaders are now account-
able for organizational finances ranging from 
basic accounting practices to capital investment 
strategies. In addition, individuals in charge of 
projects are requesting the development of busi-
ness cases to ensure their projects have fully 
defined scopes and associated budgets. As a 
result, the use of business cases has become 
a good and increasingly standard practice. 
Organizations have constant needs for capital 
investment that have not changed much in the 
past decade—technology migration/integration, 
facility improvements, mergers and acquisitions, 
and the continuous race to get to market faster. 
What has changed is the ability of organizations 
to prioritize projects based on their contribution 
to overall business strategy. Business cases 
help senior decision makers understand which 
projects will contribute the most to current and 
future revenue growth, thereby delivering the 
most return to stakeholders.

Role in the Financial Lifecycle

Business cases serve as a capital planning con-
trol mechanism. Business cases should demon-
strate alignment with organizational goals to help 
set overall strategic direction. As such, they play 
a crucial role in the financial life cycle. Business 
cases need to be tied into the investment and 
capital planning process ini-tially outlined in 
the Government Accounting Office’s Information 
Technology Investment Management Model of 
May 2000 (GAO ITIM).

Though the ITIM model appears daunting, it is 
actually a good model to follow when develop-
ing a business case. Incorporating basic project 
management, the ITIM model demonstrates a 
series of steps that need to occur as a proj-
ect moves through the investment life cycle. 
Project management supports the capital plan-
ning and business case processes by provid-
ing the data necessary to make informed and 
timely decisions. Three distinct processes are 
involved—Select, Control and Evaluate. Within 
each process, there are unique, yet complemen-
tary, actions that should be undertaken to prove 
the strategic value of the initiative. A business 
case is developed in concert with these actions 
to ensure realization of benefits and avoid dupli-
cation of efforts across the enterprise.

Requirements for Success

Prior to launching into the business case devel-
opment process, a PM needs to address the fol-
lowing questions to ensure that this is the right 
project that utilizes basic project management 
skills, addresses the organization’s strategic 
objective, and has senior management support. 
Otherwise, the PM just might be wasting valuable 
time and resources.

�What is the theme and/or reason for devel-
oping the business case? 

A significant component of good business prac-
tice is the ability to understand and propose 
projects that are in the best interests of the 
company. Proposed projects need to be aligned 
to the corporate culture, strategy, and infrastruc-
ture. For example, government business cases 
should support a specific agency goal and/or the 
President’s Management Agenda; industry busi-
ness cases need to address how they will con-
tribute to meeting overall strategic objectives.

Are the CIO and CFO working together and 
aware of the project and proposed busi-
ness case?

The CIO serves as the primary point of contact 
for all major technology initiatives in most com-
mercial and government organizations. As the 
liaison with senior management, this individual 
can help direct the business case by sharing 
organizational mission or strategic objectives. 
In addition, the CIO can help institutionalize the 
process by pushing decisions down from the top 
to the lower levels in the organization. This role 
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is especially important in cultures where senior 
leadership dominates and individuals readily 
respond to instructions from superiors. 

Is project management discipline institu-
tionalized throughout the organization? 

There is a strong correlation between the suc-
cessful use of business cases and project 
management. The actual process of develop-
ing a business case requires the use of basic 
project management skills such as establishing 
scope, defining requirements, performing risk 
analysis and controlling costs. Also, a business 
case delivers little value if it remains on the 
shelf after approval. To ensure that the project 
is executed properly, a PM can make the vision 
in the business case a reality by implementing 
additional project management practices such 
as planning, scheduling, performance measure-
ment, and reporting. This is the only guarantee 
that the project will be delivered on time, on 
budget and on target. 

Do you have enough information to devel-
op a solid business case? 

A solid business case addresses five basic 
tenets of project management - Project 
Description, Performance Goals and Measures, 
Analysis of Alternatives, Risk Management, and 
Planning & Control. These areas outline the 
need for the project, link it to organizational 
strategy, incorporate linkages with other proj-
ects and/or departments, and outline quan-
tifiable measures to gauge its success. It is 
important to not only measure the success of 
a project upon completion, but also to continue 
to relate the project back to the strategic plan 
on a quarterly basis. As strategies change, the 
ongoing need for a project may change. For a 
project to receive funding, the business case 
must demonstrate collaboration, cost savings 
and/or cost avoidance. A solid business case 
also provides the vision for successful execu-
tion to ensure it delivers what it promised.

How does the project affect the utilization 
of resources?

Resource management is a critical issue in 
today’s cost-controlled environment. A busi-
ness case should address the required project 
resources including people, equipment, and 
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materials. Depending on the size of the orga-
nization, scope of the project, or anticipated 
strategic impact, it may not be feasible to 
launch multiple initiatives at the same time. 
Business cases can be used to help plan imple-
mentations with realistic resource or capacity 
limitations.

Have you formed an Integrated Project 
Team? 

When putting together a proposal for a major 
technology initiative, it is vital to gather input 
from all cross functional managers affected 
by the project. Their participation is necessary 
to truly understand, describe, and develop the 
scope and scale of the project. Stakeholders 
vary according to individual project needs. 
Implementation of an Enterprise Resource 
Planning system requires input from finance, 
marketing, sales, and operations/customer ser-
vice in addition to the IT department. In the gov-
ernment, additional stakeholders may include 
program managers and/or project managers, 
procurement executives, oversight agencies, 
and end-users. The dawning era of inter-agency 
cooperation may even require the participation 
of representatives from other agencies. There 
are 5 basic steps to managing a cross-agency 
project as shown in the diagram below. The 
OMB is scrutinizing projects that can benefit 
multiple departments and agencies. For exam-
ple, the U.S. Navy has eight different recruiting 
websites that accomplish the same goal at a 
cost of more than $5 million each. Review of 
the business cases by a cross-agency invest-
ment review board helps eliminate cross-agency 
redundancies and duplicate efforts. The OMB is 
actively looking to streamline these projects by 
improving inter-agency collaboration to address 
the benefits of economies of scale.

The Challenge

The challenge for the use of a business case 
is to elevate its role from a mere justification 
mechanism to a true management tool. A busi-
ness case provides the type of information 
that managers need to make both routine and 
strategic decisions. Initially, the business case 
is needed to obtain project funding. As the proj-
ect moves through the development life cycle, 
business cases provide a governance structure 
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detailing project milestones and measurements 
of success. When a project fails to meet mile-
stones or does not deliver as promised, it needs 
to be reevaluated. Things change. It is possible 
that a project may no longer be strategic to 
organizational success. IT projects are complex 
and expensive propositions. Success depends 
on the ability to incorporate sound investment 
advice with the ability to align projects with stra-
tegic initiatives, prove value to affected internal 
and external stakeholders, and make changes 
where necessary.

6 C r i t i c a l  Q u e s t i o n s t o 
A n s w e r Pr i o r t o De v e l o p i n g a 

Bu s i n e s s Ca s e

1.  �What is the theme and/or reason for 

developing the business case?

2.  �Are the CIO and CFO working together 

and aware of the project and proposed 

business case?

3. � �Is project management discipline insti-

tutionalized throughout the organiza-

tion?

4.  �Do you have enough information to 

develop a solid business case?

5.  �How does the project affect the utiliza-

tion of resources?

6.  �Have you formed an Integrated Project 

Team?

Source: Government Computer News. July 7, 2003 p.34.
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solutions to government agencies and Fortune 500 companies 

since 1980. We help our global customers optimize their 

business processes, accelerate change, and establish time, 

cost, and quality improvements to transform their businesses.

Selected Past & Current Clients

COMMERCIAL

AOL
American Red Cross
AT&T
Avaya
AXA Financial
Bank of America
Colonial Bank
DaimlerChrysler
Delphi
EDS
Fannie Mae
Fifth Third Bank
Ford Motor Company
FuGen
General Motors
Hewlett-Packard
Johnson & Johnson
Landmark, a subsidiary of Halliburton
Lockheed Martin
Lucent Technologies
Merrill Lynch
PricewaterhouseCoopers
Public Service Electric & Gas
Qwest
Regions Bank
United Airlines
Verizon
Wachovia
Wells Fargo

CIVIL AGENCIES

Administrative Office of the U.S. Courts
Department of Agriculture
Department of Commerce

Department of Homeland Security
 Customs & Border Protection
 Federal Emergency Management Agency
 Secure Border Initiative
 Transportation Security Administration
Department of Interior
Department of Justice
Department of Transportation
Department of Veterans’ Affairs
Environmental Protection Agency
Executive Office of the President
National Aeronautics and Space Administration

DEFENSE AGENCIES

Defense Logistics Agency
U.S. Air Force
U.S. Army
U.S. Marine Corps
U.S. Navy
Office of the Secretary of Defense

STATE AND LOCAL GOVERNMENT

New York City Police
State of California
State of Maryland
State of Michigan

INTERNATIONAL

Agriculture Canada
British Ministry of Defence
Canadian Department of National Defence
Canadian Blood Services

02-14z090903_BizCase


