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CHAPTER SEVEN: Conclusion 
 

 7.1 Summary 
Any information system will be knocked out some time or later. More and more 

enterprises have noticed the big trend of switching to SOA information system. If the 
return of switching to SOA doesn’t stand out more than non-SOA system, firms would 
rather switch to a non-SOA system. But there will exist uncertainty in a long term and 
risky investment project, uncertainty will drive the value of a new project complex to 
be justified. Moreover, the value harvest of an investment project would be delayed 
by implementation time, and it causes the measure error. 

This research focuses on the switching issue. In order to solve the problems, we 
use real option approach and set two switch options. Switch 1 presents the switching 
from the legacy system to a non-SOA system, and Switch 2 presents the switching 
from the legacy system to the SOA. First we summarize the benefit and investment 
expenditure of an SOA project, and then we set up the uncertainty model as stochastic 
processes with time factor. To calculate the opportunity value of the switch option, we 
apply the Monte Carlo simulation to do pricing work according to the stochastic 
processes. The measure errors statistics are also gathered by simulation paths. 

After doing sensitivity analysis, we induce uncertainties could be categorized 
into risk factor, exercise time, and connecting number (reusing number). Increasing of 
each will result value dispersing but make the option value higher. Therefore, this 
research summarizes some investment strategies: Adding uncertainty will make the 
value of SOA lower; Adding uncertainty will raise the value of SOA. Finally, the 
statistics of measure errors shows that shorter delay time or lower coupled coefficient 
will reduce the probability of errors. An information system composed by SOA 
components is loosely-coupled system and able to shorten the implementation delay. 
For these reasons, it could be more suitable for applying real option approach basing 
on reducing the friction and measure errors and. 

 
 7.2 Contributions 

The results of our research contribute to both industry and academic. From the 
industrial perspective, there is no any approach to justify how the effect the switching 
to SOA is yet, so this research provides a solution to solve the problem. The switch 
option model includes practical parameters such as benefit, investment expenditure, 
switching cost, risk factor, exercise time, connecting number, and coupled coefficient. 
Managers of the enterprises could refer this research to decide the strategy of SOA 
investment project. By real option approach, decision makers could enjoy the 
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management flexibility and understand how to make a reasonable decision which 
considers all important factors together. Additionally, implementation time which 
delays the asset value is usually ignored in real option, but we prove that an SOA 
project could reduce the measure errors because of the shorter implementation delay 
time and loosely-coupling. 

For academic contributions, this research developed a framework applying real 
option to justify an IT asset. First we summarize the benefit/investment model of SOA. 
Integration of SOA components makes IT agility and yields network externality. 
Service-integration has been defined as an independent value, so has risk function of 
service-integration. Further, Monte Carlo simulation is a fitting method to price a 
switch option, if the option includes operational expenditure. This research provides 
an example for combination of Monte Carlo simulation and switch option. These will 
be referred by further research in related fields. 

 
 7.3 Limitations and Future Research 

Switch option models have some limitations. The first is that Monte Carlo is not 
a speedy pricing method in practice, so it spends more time to gather the option value. 
If the pricing frequency or loading are high, it cannot provide the result in real time. 
Second, the real world sample of SOA project is difficult to observe such as benefit, 
investment expenditure, and switch cost….Because SOA is an emerging IT 
architecture and relative data are usually kept dark as secrets (accounting data 
especially). Hence, all data in this research are set as scenarios, but not gathered from 
real world. We just set the data close to the situations under the research problems as 
possible as it could. As SOA is more popular in the future, there will be more public 
data of investment project. And we could apply the data into our option and prove that 
it’s useful more evidently.


