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This article asks, “Why would the responsibility for in-
formation integration be located in an academic depart-
ment instead of the centralized information utilities?” It
proposes that the costs of locating information resource
management tasks in academic departments may be
overshadowed by the benefits of reducing agency costs.

Department level information resource management
(IRM)—the location of information technology or in-
formation professionals in academic departments in-
stead of the centralized information utilities—is a
rapidly growing phenomenon in organizations today.
The resulting dispersion of responsibility for the man-
agement of information is viewed by many as dangerous
and inefficient. They predict that the functional de-
partments will have to “learn about back-up and secu-
rity the hard way,” and that information professionals
will be called upon to supply the inevitably missing
skills and expertise. However, department level users of
information technologies claim that moving informa-
tion closer to the work it supports results in “improved
quality,” “better control,” and “lower costs” (Business
Week, 1987). The purpose of this article is to explore
this dispute and to propose a framework in which it can
be understood.

We begin our examination of departmental level
IRM by defining what we mean by information re-
sources and IRM. Next, we propose a framework for
understanding different allocations of responsibility for
information resource management within and outside a
firm. The framework describes four conceptual levels
at which information resource management tasks might
be carried out: individual (or task), department, institu-
tion, and market. Qur discussion proposes that the al-
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location of information resource management tasks is a
matter of trading off economies of scale and economies
of control. Departments, we believe, take on responsi-
bility for information resource management tasks when
the agency costs involved in dealing with a centralized
service providers become prohibitive. They also offer
information resource management services to the indi-
viduals in their departments where there are economies
of scale to be obtained at the department level.

Information Resource Management

People in today’s organizations use a great deal of
information in their work, both to support decision
making (Galbraith, 1977) and also to coordinate work
(Arrow, 1974). In this article we use the term “informa-
tion resources” to refer to aggregations or elements of
information used in performing work, including, for ex-
ample, research data, works in progress, books, reports,
tapes, messages, and conversations with colleagues.

By “information resource management” we refer to
activities that bring the right information, at the right
time, to a decision-making or coordination task. The
management of information resources can be seen as a
life cycle (e.g., Ives & Learmonth, 1984) or value chain
of activities (e.g., Porter, 1985), including identifying,
accessing, and acquiring the information; assuring the
quality, timeliness, and relevance of the information or
otherwise adding value to it; storing the information
for future use; making it available or transferring it to
others; and disposing of it. The responsibility for any
of these various IRM activities, we argue here, can be
taken up by the user of information or can be delegated
to some other organizational entity.

If IRM were free and effortless, we might expect
that all IRM would be carried out at the information
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use point. It is not, however, and so IRM tasks are allo-
cated such that they will be carried out at an acceptable
level of quality at minimum cost. The question of how
best to allocate IRM tasks is a recurring one with Infor-
mation Systems and Library Science researchers (see,
for example, King, 1983; Watts et al., 1983).

For purposes of this article we identify four concep-
tual information resource managing entities which might
carry out IRM tasks: individuals, departments, institu-
tions, and markets, as shown in Figure 1. Individual
IRM includes IRM tasks carried out by the party re-
sponsible for a decision making or coordination task.
Market level IRM includes IRM tasks carried out out-
side the boundaries of the firm, for example by private
information service companies such as Dow Jones or
Nielsen, by public institutions such as governing bodies
or public libraries, or by customers or suppliers of the
firm. Institutional IRM includes IRM tasks carried out
by one part of the firm in service to other parts of the
organization. The Library and Information Systems de-
partments, for example, provide IRM services to other
departments, as do, too, the Accounting and Human
Resources departments. Finally, department level IRM
includes those IRM tasks carried out by a functional
department for its members, using resources such as a
local area network, a department-based technical ser-
vices staff, or a department library. Our term “depart-
ment” is not meant to refer to any particular size group.
A department may include only a few members, such as
a single work group, or tens of members, in several
work groups.
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FIG. 1. The information resource management system

The key element in our definition of department
level IRM is simply that it is distinct from individual
level and institution level IRM. With individual IRM,
the management and utilization of the information re-
sources are done by the same person. With departmen-
tal IRM, however, management and utilization of
information resources are done by different people. De-
partment level IRM is distinguished from institutional
level IRM in that department-level IRM tasks support
individuals within its department but not individuals in
other parts of the firm; lateral IRM support is consid-
ered an institutional IRM task. That is, departments do
not perform information resource utilizing tasks, indi-
viduals do; and departments do not support individuals
outside their boundaries, institutions do.

An Agency Argument for Department Level IRM

In terms of the framework shown in Figure 1, the
question that this article addresses is, “Why is any IRM
carried out by departments, as opposed to the other
potential IRM providers—individuals, institutions, and
markets?” The literature cites an increasing need for
information, lower absolute costs for the technology it-
self, and less need for special skills when using the tech-
nology (Mendelson, 1987). But, if decentralizing IRM is
a good idea, why stop at the department level? It is in-
creasingly possible to manage information resources at
the individual level, where decisions are made or coor-
dination is effected, on the desktop, at the individual
task point. Moreover, some changes in the economics
of IRM point to the centralization of IRM tasks, mov-
ing them up to the institution and market levels. For
example, reductions in the costs of storage and commu-
nication costs permit data to be stored and managed
centrally while accessed locally. In the same vein, in-
creased demand for professional information services
has stimulated the establishment of markets for IRM
services, such as training, off-site data storage, data en-
try services, and other services such as those provided
by Dow Jones or West Publishing.

In summary, “affordability” arguments do not lead
unequivocally to department level IRM. Furthermore,
little room is left in these arguments for department
IRM motivated by a “better sense of control,” “more
flexibility,” or “better responsiveness.” Are these sim-
ply political arguments (Pfeffer, 1981)? We think not.
While it is undoubtedly true that some departments un-
dertake IRM activities for only affordability or only
political reasons, we think that some do so to reduce
agency costs, or the costs of control.

Agency theory examines the relationships between
two units, one of which is “acting for” the other. An
agency relationship exists when one unit, called the
“principal” engages another unit, the “agent,” to per-
form some service on the principal’s behalf. Jensen
and Meckling (1976) provide a broad interpretation of
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agency, arguing that any cooperative action constitutes
an agency relationship. We adopt this point of view in
this article. In agency relationships the principal cannot
completely ensure that the agent acts in the interests
of the principal. Agents are assumed to be inclined to
shirk, or at least to be disinclined, to pursue the princi-
pal’s objectives, to consume perquisites out of the prin-
cipal’s resources, and to make suboptimal choices
(Perrow, 1986). Thus, there is always some residual effi-
ciency loss due to agency that is the difference in value
between the agent’s decision and the decision that
would maximize the principal’s utility.

Principals, therefore, expend funds to monitor or
train agents, to ensure that the agent’s decisions maxi-
mize the principal’s welfare. Monitoring costs include
costs of specifying desired actions, policing and enforc-
ing compliance with auditing or other formal control
systems, and litigating for compensation. In addition,
the principal is assumed to discount the fee given to
the agent in an amount equal to the principals expec-
tation of efficiency losses and monitoring costs. Hence,
it is proposed that the agent is motivated to incur bond-
ing costs, or guarantees to the principal that the agent
will not shirk, consume perquisites, or make suboptimal
choices.

These three types of costs—monitoring, bonding, and
the residual loss due to incongruence in objectives—
are called agency costs (Fama & Jensen, 1983; Jensen &
Meckling, 1976) and are incurred in any cooperative
activity. Agency costs result from separation of task exe-
cution and task control, and thus they are eliminated
only by colocating task execution and task control.
Uncertain, complex, and infrequent decisions usually
imply higher agency costs (Barney & Ouchi, 1986;
Williamson, 1985), as they make the agent’s behavior
more difficult to specify and monitor. The need for
transaction-specific investments—investments which
have value only in the particular task being supported—
also make it difficult to motivate and control the quality
of an agent’s decision (Alchian & Demsetz, 1972; Klein,
Crawford, & Alchian, 1978), due to the goal incongru-
ence that specific investments impose.

We argue here that many IRM activities involve
agency relationships. For example, a researcher implic-
itly engages “agents”—the department, the institution,
the market—to help obtain and manage the informa-
tion resources needed to do the work. Those agents
are likely to have objectives and incentive structures
that differ from the researcher’s. For example, the re-
searcher probably pursues personal career objectives,
whereas the department has as its principal mission
the conservation of resources, the Library “builds a
collection,” the Information Systems department keeps
abreast of new technology, and market level IRM pro-
viders seek profits.

While it might be hard to argue across the board
that these “agents” are inclined to shirk or consume

perquisites, it is not hard to argue that they will some-
times take actions while providing IRM services which
are not congruent with the researcher’s objectives. Thus
the IRM services provided to the researcher may be of
lower quality than desired leading to some residual loss
in efficiency, one component of agency costs. The re-
searcher, furthermore, engages in monitoring activities
in dealing with the agents: the agents, in turn, engage
in bonding activities. When dealing with the Informa-
tion Systems department, the agent incurs specification
and monitoring costs, attempting to articulate the IRM
support needed and checking to see that it is delivered.
Information Systems for its part, incurs bonding costs,
sending the researcher reports which permit monitoring
of the quality of services rendered.

We believe that the department can be argued to
perform as an agent for individuals in the department
with respect to some IRM tasks, and as a principal in
relationships with IRM service providers for other IRM
tasks. Figure 2 illustrates our view which might be sum-
marized in two propositions: (1) departments undertake
IRM tasks for individuals which cannot be carried out
economically at the institution or market level due to
excessive agency costs, and (2) departments undertake
IRM tasks which show economies of scale or specializa-
tion relative to the individual level, if agency costs are
minimal or acceptable. The department level, in other
words, competes with the individual level, the institu-
tion level and the market level in providing efficient
information resources and services to individuals en-
gaged in decision making or coordination.

Certain limitations to the model in Figure 2 deserve
comment. First, ownership, through patents or other
property rights, will restrict the location of some IRM
activities. For example, Dow Jones can control access
to the information which they own. Second, if agency
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FIG. 2. Department level IRM economic trade-offs
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costs are not recognized, they will not always be ac-
counted for properly. In particular, if agency consid-
erations such as lack of goal congruence are labeled
“political,” including them as decision variables may
not be viewed as legitimate. Finally, as mentioned
earlier, organizational forms are sometimes politically
motivated or politically protected and sometimes persist
beyond their period of economic justification (Zucker,
1977). In the short run, therefore, “uneconomic” orga-
nization forms may be observed.

Overall, the allocation of IRM activities to various
entities as suggested by Figure 2 is more or less in agree-
ment with proposals made by others. Williamson (1985)
notes that organizations make trade-offs between pro-
duction and transaction costs (transaction costs include
agency costs); Galbraith (1977) considers trade-offs be-
tween investments in technology and learning against
coordination costs. Researchers and observers of the
Information Systems scene (Buchanan & Linowes, 1980;
Malone et al., 1987) similarly discuss the trade-offs in-
volved in the allocation of information-related activities
to departments or end-users. We believe, however, that
by including considerations of agency costs, our view
offers a more complete explanation for this allocation.

Our view is not expected to account for all IRM al-
location decisions. Rather, it is expected to account for
IRM allocations more completely than considerations
of economies of scale and specialization alone. To the
extent that agency theory rationalizes the consequences
of goal incongruence, it may also explain some IRM
allocations which might otherwise be considered to be
“political.” Agency theory shows that loss of control
can be costly, and especially costly where goals are
widely divergent.

Summary

This article contrasts the role of department level in-
formation resource management with information re-
source management at the individual, institutional, and
market levels. It argues that the allocation of informa-
tion management tasks to the department level involves
trade-offs between economies of scale or specialization
and economies of control. At the department level,
agency and control costs, incurred as a result of attempt-
ing to manage information resources too far away from
the task, are all too visible. These costs lead to interest
in gaining control over the management of those in-
formation resources, not just for the sake of a sense of
personal power, but for the sake of overall cost mini-

mization. Without proper attention to agency costs, it is
all too easy for allocations of function to be made in
consideration only of economies of scale or specializa-
tion. Thus, for example, the dispute between an infor-
mation utility and a department over whether to install
a departmental minicomputer to support some infor-
mation resource becomes one in which Information
Systems focuses on the squandering of economies of
specialization and the department focuses on gains
from the reduction of agency costs, but is unable to
articulate their concern. The model proposed here is
a small step toward clarifying that disagreement.
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