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Effect of Centralization in Decision Making Upon Real Option
Utilization : Empirical Approach of Cloud Service
Implementation in Korean Small & Medium Sized Firms
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Abstract

We question whether Korean IT managers consider real options to reduce risks of cloud service
implementation. This work investigates the impact of technology risk, relationship risk, economy risk, security
risk upon the intention of IT managers to utilize abandon & expansion options. We also analyze moderation
effect of centralization level of decision making between these risks and the utilization of real options.
Using the survey questionnaire, we empirically find that technology risk, relationship risk and security risk
have significant effect upon abandon option and technology risk, relationship risk, and economy upon
expansion option. We also find the evidence that centralization level moderates some risks and the direction
of moderation effect is to offset the effect of risks on intention to utilize real options.
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(Table 1) Reliability Analysis
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(Table 2> Correlation Analysis
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Economic
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563"

526"
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Technology | Relationship

6317
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4787
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Technology

Relationship

Economic

Security

Centralization

Abandon

Expansion

Note) p < 0.05, “p < 0.01.
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(Table 3) Regression Analysis
Model Model 1 Model 2
Variables beta t beta t
Technology 0.473 2.208* 0.578 2.675""
Relationship -0.582 -2.449* -0.828 -3.460™*
Economy 0.361 1.601 0.437 1.928"
Security 0.423 1.956* 0.094 0.432
Independent | Centralization 0.511 2467 0.530 2.539"
Techx Central. -0.698 -1.924* -1.310 -3585"*
Relation x Central. 0.830 2.404" 1.393 4.004"
Economy x Central. -0.156 -0.456 -0.464 -1.349
Security x Central. -0.659 -2.021** -0.119 -0.362
Dependent Variable Abandon Expansion
Adjusted R squared 0.086 0.072
Note) 'p < 0.10 “p < 0.05, “p < 0.01.
(Table 4) Test of Moderation Effect in Model 1
Variables Included R Squared R Squared F Value F Value
Change Change
Independent Var. 0.075 0.075 8.001° 8.001"
Ind. Var.+Central. 0.075 0.000 6.386™ 0.007
Ind. Var.+Central.+Ind. Var.x Central. 0.106 0.031 5.163™ 3437
Note) p < 0.10 ™p < 0.05, “p < 0.0L
(Table 5 Test of Moderation Effect in Model 2
. R Squared F Value
Variables Included R Squared Change F Value Change
Independent Var. 0.038 0.038 3.945™ 3.945™
Ind. Var.+Central. 0.043 0.005 3551 1.938
Ind. Var.+Central. + Ind. Var.*Central. 0.093 0.050 4.455™ 5.388"
Note) p < 0.10 ™p < 0.05, “p < 0.0L
2d 13 2d 29 Yo 2day #42 T e M wEH 27lsA A
th2-9] <Table 4>, <Table 5>¢} 2t} 7]<, 2 A, Ao dF= T FHMTE Vg, WA, A
A, P TS SHHSRE g ALY, T A APoEA Al W T Vs b HES
82 F7ha AARY, o7l 938 454 FAAY 9L Fu Bt P44 9%
WSS 2R AARINY R AF WakFel  FE A0E RAHIL EF $FIH A9
A FRel UE Fekel 2% flEh B mol 99 FE WiE AR WG F )
91 elm e 2 RE 001 olekel Aow % & WA, AA Ageln) o A W F /g
HEth ol AS JFste 2HaHt AS5E F BA 99 G Ao FAAYA 4
AA e welFi Rolth e F0 W 9L $ALY 9FL T A
V4 el AE AE <Table 6>3 2t} 37 o= FAHAL
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