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Chapter 12

Justification of Data Warehousing
Projects

Reinhard Jung and Robert Winter
Univergty of St.Gdlen, Switzerland

Project justification is regarded asone of the major methodol ogical deficits
in Data Warehousi ng practice. Asreasonsfor applying inappropriate methods,
performing incomplete evaluations, or even entirely omitting justifications,
the special.nature of Data Warehousing benefits and the large portion of
infrastructure-related activities are stated. In this chapter, the economic
justification of Data Warehousing projectsisanalyzed, and first resultsfrom
alargeacademia-industry collaboration project in thefield of non-technical
issues of Data Warehousing are presented. As conceptual foundations, the
role of the Data Warehouse systemin cor por ate application architecturesis
analyzed, and the specific properties of Data-Warehousing projects are
discussed. Based on an applicability analysis of-traditional approaches to
economic IT project justification, basic steps and responsibilities for the
justification of Data-Warehousing projects are derived.

INTRODUCTION

Anempirical analysis(Helfert, 2000) of largecompanies research needsin
thefield of DataWarehous ng showsthat Data\Warehouse project justificationis
regarded as amajor issue which requires aconsiderable research effort. Asa
consequence, only 53% of the participating companiestried to set up aData
Warehousing businesscaseat dl. Of those companiesthat performed an evalua-
tion of costsand benefits, 58% used multi-attribute utility techniques, 33% used
investment techniques, and 17% used various other approaches (Helfert, 2000).
Superficid armissing analysesof Data\Warehousing projectsare usualy attrib-

uted to the specia nature of those projects, e.g., tothe* obviousimpossibility” to
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assess” intangible benefits’ (McKnight, 1999). If estimationsaremade, thereturn

oninvestment (ROI) rangesfrom-1857% to an incredible 16,000% with an av-

erageof 401% (1DC study cited in McKnight, 1999).

In analogy to the term database system, the term Data Warehouse system
denotesthe entirerange of applications and databasesthat isneeded to utilizea
DataWarehousesfor business purposes. Data Warehous ngthen denotesall ac-
tivitiesthat arelinked to the devel opment, utilization, and operations of the Data
Warehouse system.

Severd factscontributeto theproblemsthat companiesarefacingwhenthey
try to calculate ROIsfor DataWarehousing projects:

» TheDataWarehouse system isacomplex middleware architecture built up
incrementally by severa Data\Warehouse devel opment projects.

« |f alarge number of datasourcesisintegrated and alarge number of applica
tionsissupported by the Data\Warehouse, ahugeinvestment isnecessary, and
lotsof interna and externa side-effectsmay beinfluencing the project(s).

» TheDataWarehouse system comprisesvariouscomponentswhichareutilized
by different businessunitsinadifferent manner whiletheinvestment maybehas
to bemadejointly. While dataconsuming.components (e.g., interfacesto deci-
sion support applicationsor harizontal applications) can beassigned quite eas-
ily to “consuming”, business units, no such assignment can be made for
infrastructural components(e.g., the core DataWarehouse, interfacesto source
applications, metadatamanagement).

» Dueto the dynamic nature of many management processes, the Data\Ware-
house system is subj ect to frequent changes. From an investment theoretical
point of view (Jung, 1998, p.38), diversification investments haveto betaken
into accountinadditiontoinitial investments.

* Althoughlessfrequently, not only informeation consuming gpplications, but dso
sourceapplications are subject to changes (e.g., migration to standardized soft-
ware packages).

In thischapter, the economicjustification of DataWarehousing projectsis
analyzed, andfirst, descriptiveresultsfrom alarge academia-industry collabora
tion project inthefield of non-technical issues of Data Warehousing are pre-
sented. Asconceptual foundations, therole of the DataWarehouse systemin
corporate application architectureisdiscussed, and the specific propertiesof Data
Warehousing projectsare analyzed in the next section. Inthefollowing section,
theapplicability of traditional approachestoeconomicl T project justificationis
discussed. Based onthat analysis, basicjustification elements(i.e., tasksand re-
sponsibilities) for DataWarehousing projectsare derived in the next section en-
titled, Methodological ‘and Organizational Aspects of Data Warehousing
Project Evaluation, and summarized in thelast section.
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