\

~Z Fraunhofer

FIT
Project Group
Research Center Business & Information
Finance & Information Management Systems Engineering

WI-321

Discussion Paper

Using IT Fashion Investments to Optimize an IT
Innovation Portfolio "s Risk and Return

by

Gilbert Fridgen, Florian Moser

in: Journal of Decision Systems 22 (2013) 4, p.298-318

This is an Accepted Manuscript of an article published by Taylor & Francis Group
in Journal of Decision Systems on 15/10/2013, available online:
http://www.tandfonline.com/10.1080/12460125.2013.835507

University of Augsburg, D-86135 Augsburg o
Visitors: Universitdtsstr. 12, 86159 Augsburg Universitit UNIVERSITAT
Phone: +49 821 598-4801 (Fax: -4899) Ousburs BAYREUTH
University of Bayreuth, D-95440 Bayreuth

Visitors: F.-v.-Schiller-Str. 2a, 95444 Bayreuth

Phone: +49 921 55 - 4710 (Fax: - 844710)

Technische Universitat Miinchen

www.fim-rc.de



Using IT Fashion Investments to optimize an IT Innovation Portfolio’s Risk
and Return®

Gilbert Fridgen

FIM Research Center Finance & Information Management, University of Bayreuth,
Universitaetsstrasse 30, 95440 Bayreuth, Germany,

gilbert.fridgen@uni-bayreuth.de

Florian Moser?

FIM Research Center Finance & Information Management, University of Augsburg,

Universitaetsstrasse 12, 86159 Augsburg, Germany,

florian.moser@wiwi.uni-augsburg.de

! Grateful acknowledgement is due to the DFG (German Research Foundation) for their support of the project ,,ITPM (BU809/10-1)* mak-
ing this paper possible.
2 Corresponding author, Tel.: 0049 / 821 / 598 — 4880



Using IT Fashion Investments to optimize an IT Innovation Portfolio’s Risk
and Return

Abstract:

IT Fashions are new emerging IT innovations that are going through a hyped phase.
Consequently they are on the rise and by their proponents claimed to be a fundamental
improvement offering solutions to real or perceived problems with IT. Naturally, IT
Fashions are characterized by both, high risk and high expected returns. Hitherto,
suitable methodologies to quantify the impacts of IT Fashions are virtually absent.
Decisions on IT Fashion engagements (ITFE) are often made following a gut feeling or
jumping on the bandwagon. Research within this area provides mainly empirical or
argumentative results emphasizing the importance of academic engagement with IT
Fashions. To support business decision on IT innovations and to demonstrate the
importance of steady ITFE within an IT innovation portfolio, this paper aims on a model
that provides the optimal share of ITFE within an IT innovation portfolio under
risk/return aspects. Through a real world example from the financial industry, we obtain
first results and recommendations for the role of ITFE within an IT innovation portfolio.
We find that the engagement with risky IT Fashions cannot only be used to maximize the

value of an IT innovation portfolio but even to minimize its overall risk.
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