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ABSTRACT

ThisarticlestudiestheinfluenceofenterprisecorecompetenceonITapplicationmaturity(ITAM)
fromtheperspectivesofmanagementinstitutionalandprocessmanagementcapabilities.Theroles
offirmownershipandinternationalorganizationofstandard(ISO)certificationsarealsostudied.
Basedon reliableandvalidmeasurementsof ITapplicationsmaturity,management institutional
capability, andprocessmanagement capability, the authors collect correspondingdata from123
companiesinChina.TheyfindapositiverelationshipbetweencapabilitiesandITAM.Management
institutionalcapabilityhasastrongerrelationshipwithITAMinChinesestate-ownedenterprisesor
publiccompanies;whilemultinationalcompaniesorjointventureswitnessastrongerrelationshipwith
processmanagementcapability.ISOhelpscompanieswithlowmanagementinstitutionalcapability
toimproveITAM.However,forcompanieswithhighermanagementinstitutionalcapability,ISO
mitigatestherelationshipandposesashiftoftheimportancetoprocessmanagementcapabilityin
improvingITAM.

KEywORdS
Higher Management, IT Application Maturity, Management Institutional Capability, Process 
Management Capability

1. INTROdUCTION

The extensive application of information technology (IT) has dramatically changed traditional
businessmodesofproduction,service,andoperationsmanagement.WithcontinuousgrowthofIT
investments,lotsoforganizationshaveexperiencedimprovedperformancefromefficientutilization
ofITapplications.However,itisalsoobservedthat,someorganizationscouldnotfullyutilizeIT
applications,orevenhadfailedITprojects,resultinginalowreturnofITinvestment.Forexample,
inthepast20years,thecompaniesinChinahaveextensivelyadoptedITapplicationstofacilitate
businessoperations.Ahugeamountofinvestmentshasbeenspentinadvancedhardwareandsoftware
technologiesbymanystate-ownedenterprises.However,comparing tomultinationalcompanies,
theutilizationof ITapplications is less efficient, the response tomarket is slower, and the cost
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ofmanagementishigher.Inthisstudy,weintendtorevealthemechanismsofhowmanagement
capabilities influence the utilization of IT application, and consequently, provide guidelines for
businessestoachievehigherreturnoninvestmentandmaintaincompetitiveadvantages.

TheconceptofITapplicationmaturity(ITAM)stemsfromthatofsoftwarecapabilitymaturity
model (CMM) (Humphrey, 1988). In fact, IT application can often be viewed as a process of
utilizationofinformationtechnology,andthusITAMcanbedefinedasthematuritylevelofsuch
process.AccordingtoXiaoandXie(2007),ITAMcanbecategorizedintofivelevels,whichare,from
lowtohigh,basiclevel,partialintegrationlevel,completeintegrationlevel,enhancedcoordination
level,andstrategydrivinglevel.AnappropriatelevelofITAMbasedonenterprise’resourcesand
managementcapabilitiescanenablebusinesstoutilizeITapplicationsefficiently,reduceproduction
cost,streamliningoperationprocesses,andeventuallyyieldahighreturnoninvestment.Different
organizations,evenwithinthesameindustry,mighthavedifferentlevelsofITapplicationmaturity.
Itisthuscriticalforbusinesstoidentifythemainmanagementcapabilitiesinfluencingthelevelof
ITapplicationmaturity.

Theessenceofenterprisecompetencetheoryincludestheexplanationofhowtogain,maintain,
andenhanceenterprisecompetitiveadvantages.Fromenterprise’scapabilityperspective,Yu(2004)
concludesfrom161relatedpapersthatthereareeighttypesofenterprisecorecapabilities.Among
them,therearetwotypesofcapabilitiesgainingawiderangeofresearchandindustryattentionasthe
criticalfactors.Theyaremanagementinstitutionalcapabilityandprocessmanagementcapability.First,
managementinstitutionalcapabilityhasbeenwidelystudiedunderinstitutionaltheorywhichplays
averyimportantroleineconomicsresearchandconsequently,inbusinessstrategyandmanagement
research.Second,basedonPorter’svaluechainmodel,businessprocessisanimportantsourceof
generatingvaluesforenterprises.Informationtechnologyservesasatooltofacilitatebusinessprocess,
and it can create more value for enterprises by streamlining and optimizing business processes.
Therefore, the two capabilities – management institutional capability and process management
capability–arethecorecapabilitiesforenterprises,andtheyshoulddirectlyinfluenceenterprise’
choicesofITapplicationmaturity.

ToempiricallyinvestigatetherelationshipbetweenITapplicationmaturityandmanagement
capabilities,dataarecollectedfromface-to-faceinterviewswithITpersonnelaftercarefulsurvey
instrumentdesignandvalidation.123firm-levelsamplesareobtainedtoconstructmeasurementsforIT
applicationmaturity,managementinstitutionalcapability,andprocessmanagementcapability.Inthe
regressionanalysis,wefindthatbothmanagementinstitutionalandprocessmanagementcapabilities
havepositivesignificantimpactsonITapplicationmaturity.Also,bothcapabilitieshavesignificant
positiveimpactsonmajorityofthedimensionvariablesofITapplicationmaturity.Furthermore,
forasamelevelofmanagementinstitutionalcapabilityandprocessmanagementcapability,process
managementcapabilityhasastrongerpositiveimpactonthedimensionsoftechnology,functional
management, strategic support, and man-machine synergy. On the other hand, management
institutionalcapabilityhasastrongerpositiveimpactonthedimensionsofdataandoperations.We
alsoinvestigatethedifferenceofimpactsofbothcapabilitiesbasedonownershiptypeofacompany.
Given a same level of management institutional capability and process management capability,
managementinstitutionalcapabilityhasastrongerimpactinimprovingITapplicationmaturityin
state-ownedenterprisesorpubliccompanies;whilemultinationalcompaniesorjointventureswitnessa
strongerimpactfromprocessmanagementcapabilityinimprovingITapplicationmaturity.Finally,by
incorporatinginteractioneffectofthepresenceofISO(InternationalOrganizationforStandardization),
thecomparisonoftheimpactsofbothcapabilitiesonITapplicationmaturitybecomesdynamic.It
canbeconcludedthatcompaniesrelymoreonmanagementinstitutionalcapabilitytoimproveIT
applicationmaturitywhentheydon’thaveISO,andthepresenceofISOcanhelpcompanieswith
lowmanagementinstitutionalcapabilitytoimproveITapplicationmaturity.However,forcompanies
withahigh-levelmanagementinstitutionalcapability,thepresenceofISOisinfactmitigatingthe
impactofthiscapabilityandmightposeashiftoftheimportancetoprocessmanagementcapability
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