1IGI PUBLISHING 1TB14276

701 E. Chocolate Avenue, Suite 200, Hershey PA 17033-1240, USA
Tel: 717/533-8845; Fax 717/533-8661; URL-http://www.igi-pub.com

This paper appears in the publication, Business Dynamicsin Information Technology
by P. Gottschalk © 2007, IGI Global

Chapter X

Conclusion

This conclusion chapter will summarize and tie all of the information in this
book together by focusing on the business dynamics in information tech-
nology. System dynamics for the entire IT organization in an enterprise, as
well as the entire IT industry, is of importance to enable alignment between
business needs and information technology capabilities.

Interactions between organizational performance and information technology
create dynamics over time. Some of these dynamics are counterintuitive and
surprising to management. Some of these dynamics have a spiraling effect
of information technology that can cause not only exponential growth and
prosperity, but also decline and collapse. Understanding the dynamics is es-
sential to successful information technology management.

Many examples of such phenomena were presented in this book. For example,
in IT governance, infrastructure congestion may increase as a consequence
of infrastructure investment. The positive feedback loop illustrated in Fig-
ure 3 in chapter 3 goes like this: Higher infrastructure congestion leads to
more infrastructure investment, more infrastructure investment leads to
better infrastructure capability, better infrastructure capability leads to more
infrastructure visits, and more infrastructure visits leads to even higher in-
frastructure congestion.
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This example is similar to traffic congestion in cities such as Oslo, Norway.
After having improved the highway around the city of Oslo some years ago,
traffic congestion is now higher than ever before on this highway. One of
the major reasons for this result is the increasing distance between living
location and working location. As the highway improved, people selected
housing in nicer neighborhoods that were often further away from work.
As the highway improved, people did not move when the office location
moved to a location farther away. This analogy to infrastructure congestion
is interesting in light of service-oriented architecture for infrastructure that
was popular in 2006.

Another example in this book is concerned with dynamics of outsourcing
relationships. Based on Lee and Kim’s (1999) static study of partnership
quality, this book developed a dynamic model of partnership quality. In Lee
and Kim’s (1999) study, partnership was found to be one of the significant
determinants of partnership quality. In the system dynamics model, participa-
tion is part of a positive feedback loop consisting of agency quality, partici-
pation, and partnership quality. If agency quality deteriorates, for example
because of alliance management experience, then participation will decrease
and partnership quality will deteriorate, leading to further deterioration in
agency quality.

This is illustrated in Figure 2 in hapter 6. The point is that a positive feedback
loop is self-enforcing in both negative and positive directions. Depending
on the starting point, such a feedback loop might cause fast deterioration
in partnership quality. As illustrated, if the starting point is deterioration in
agency quality, then partnership quality will go down as a consequence of
lower participation.

An interesting aspect of system dynamics that was not included in this book
is the effect of delays on business dynamics. Often, delays cause fluctuations
over time. For example, if the IT organization experiences fluctuations in
performance over time, this might have been caused by the CIO’s decision
making rather than external factors.

System dynamics modeling involves much more than presented in this book.
It is a computer simulation tool, enabling computer simulations of business
dynamics in information technology based on different assumptions and
scenarios. The interested reader might find what he or she is looking for in
Sterman’s (2000) book on business dynamics.
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