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For over twenty years, management experts have promoted about the value of collaboration between companies and their strategic suppliers or even among competitors. For over twenty years, IT experts have touted the value of electronic data interchange and electronic communication tools as ways to improve transaction flows and design collaborations among companies. The research evidence suggests that organizations reap the greatest benefits from their own investments in interorganizational information systems when their partners use those systems effectively. Consequently, experts advise organizations to enhance their IT investment returns by helping their business partners acquire needed technology and skills, change internal business process, and integrate new technology with internal systems. Yet twenty years later, many companies still treat their strategic partners like arms-length vendors of commodity products. Many companies design interorganizational systems, intended for use with their partners, without participation by their partners. Many companies force interorganizational IT solutions on their partners, even when those solutions do not meet the partners’ needs. 
On a more optimistic note, organizations in many industries are forming voluntary consortia to build interorganizational information systems that support both commercial transactions and product design collaborations. Examples include RosettaNet in the electronics industry and MISMO in the home mortgage industry. In fields such as health care and public safety, innovative public-private partnerships are forming to develop interorganizational information standards and to build shared IT infrastructures. And third parties such as industry consortia, business and IT services firms, and electronic marketplaces are creating innovative services to facilitative effective IT-mediated interactions between organizations and their partners. Knowledge and skills about how organizations can more effectively develop and use IT in their relationships with each other are beginning to accumulate. The task is to consolidate that wisdom into an integrated positive philosophy and approach to the design of IT-mediated interorganizational relationships.
Such a positive design theory would have at least two interrelated parts. The first, sometimes called “designing the collaboration”, concerns the processes by which organizations work together. Under this category fall issues such as:

· Participants. Is the collaboration open or closed? How many of the most deeply affected stakeholders have the opportunity to participate? How meaningful is their participation?
· Decision making. Does power rule? Or does successful collaboration require creation of an independent entity, not “owned” by one of partners, for purposes of governance and decision-making?

· Funding. Are costs shifted from powerful customers to small, dependent suppliers? Is there an equitable division of costs and benefits? Or does some other “pie sharing” rule, such as equality or need, provide a better distribution mechanism?

· Ownership of assets. What kinds of intellectual property agreements are necessary to promote and maintain healthy collaboration? Is intellectual property shared with all members on a “reasonable and non-discriminatory pricing” basis, or does one party view the collaboration as an opportunity to profit from the contributions of others?
· Methodology. What sequences of design activities and control points help ensure that design stays on track? How can one avoid too-slow design initiatives or ones that fail to adapt to changing environmental and technological circumstances?
· Contract provisions. Conventional wisdom suggests that interorganizational relationships require highly specific contracts; when requirements cannot fully be specified in advance, organizations should internalize the activity via employment contracts. What kinds of contracts are needed to govern true interorganizational partnerships where flexibility and agility are required?
· Commitment. How can one ensure that the “design of the collaboration” creates conditions favorable to adoption of the solution that the collaboration aims to produce?

· Business case and solution selling. How important is quantitative analysis of payoffs? How can the business case be tailored to participants’ differing interests?

The second element of a positive design theory of IT-mediated interorganizational relationships concerns the actual technical design of the IT solution. Many researchers and practitioners ignore the technical solution, believing that, if the design process is valid, the solution will be both good and accepted. But there are reasons to challenge this assumption. In the competitive world of interorganizational relationships, some organizations might participate with no intention of adopting the solution: They might hope to gain competitive intelligence or even to block the collaboration initiative. Second, participatory design processes, particularly though in which divergent interests are represented, often result in incremental solutions that do not really provide enough value to motivate adoption or in overly complex solutions that frustrate potential adopters. Third, any design process can drag on too long to produce timely solutions and can consequently begin diverge from business needs, environmental conditions, or technological developments. Finally, design processes can succumb to political activity, resulting in solutions that do not meet the needs of one or more key stakeholder groups. In short, not only does the process of design matter; the outcome of design matters as well. 
This second category of elements of a positive design theory for IT-mediated relationships might be called “solution design principles”. Under this heading fall issues such as following:
· Centralized or decentralized data architecture. Does the solution involve the creation of a central database that would partially duplicate the data resources of the participants? Given pricing and data ownership and access policies, does the solution generate sufficient value for members to encourage contributions of data? Are data quality procedures sufficient to ensure data integrity in the face of redundant storage? Are members sufficiently confident in arrangements for data confidentiality, security, and privacy?

· Legacy technology or required conversion. Does the solution require partners to make massive new investments in IT or technical skills? Or can they leverage their “legacy” technology and skills? How great is the knowledge gap created by the new solution?
· Standards. To the extent that the solution requires new technology, is that technology proprietary or is it standard? Can organizations that acquire the new technology for use with one partner also make effective use of it with other partners?

· Magnitude of required process changes. How different are the operating procedures required by the new solution? What provisions have been made for organizational change management, training, and ongoing support?
· Role of third-party service providers. Does the solution require services provided by intermediaries such as integration hubs or electronic marketplaces? How do their policies and pricing decisions affect the distribution of costs and benefits for other participants?

A positive design theory for IT-mediated relationships also requires an understanding of the contingencies or boundary conditions circumscribing its application. Can a single design theory accommodate all interorganizational systems development or implementation initiatives? Or are several design theories required? Among the contingencies that need to be investigated are the following: 
· Structural relationships. Does it matter whether the interdependence among the participants is sequential (e.g., buyer-supplier), reciprocal (e.g., co-designers), or pooled (e.g., structurally equivalent, possibly competitive, suppliers)? How much do power/size differences among the parties matter? How important are legal boundaries? In other words, how different are the issues facing “completely” independent companies from those facing legally distinct subsidiaries of the modern virtual corporation or those facing the culturally different acquisitions of a unified corporate entity?
· Relational embeddedness. How important is the quality of the prior relationships among the partners? Is it possible to overcome a long history of arms-length or even adversarial relationships? 

· Initiator characteristics. Does it matter who initiates the interorganizational system—buyer versus supplier, high power participant versus low?

In short, evolving business practices and technology developments call for a positive design theory of IT-mediated interorganizational relationships. Practice-oriented research is needed to flesh out the principles of effective collaboration design and the principles of effective solution design. In addition, the boundary conditions of the design theory must be mapped. Much work remains to be done to promote the positive design of inteorganizational systems.
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