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Financial analysis of IT projects with real options approach
H.Naderifard, M.Mohammadpour omran,M. Zendehdel,J.Mohebi

ABSTRACT

With the increasing complexity of today's competitive market, the importance of IT on organizations has risen
dramatically. IT projects are able to make fundamental changes needed for organizations. Despite all the
advantages of IT, many of these projects have a high failure rate and high costs and are considered to be high
risk investments. The other hand, the increasing variety of technologies, decision makers are faced with a wide
array of choices that mak more complexity of the right choice of an appropriate IT project .The financial
evaluation of projects with advanced tools that can assist managers in making good decisions and reduce risks.
Traditional engineering economic analysis tools, such as DCF has many defects. an advanced tool of Financial
evaluation that has been used extensively in industrial societies is real options. Real options, relieve DCF's
defects with consider uncertainities and options.evry option has a hide value that RO can valuate it.in this paper
RO approach presented and also with using an example, economic justification of an IT outsourcing project is
studied.

KEYWORDS:Real options, Information technology, IT investment evaluation, IT risk management , Cox,
Ross, Rubinstein tree.outsourcing.
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