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Abstract

Organizations are utilizing IT a tools for sustaining their comparative advantage or creating
business values. Many organizations spends serious IT budget for successful use of IT. IT is now
taking major parts of everyday operation and management. IT related decision is getting more
pervasive and complex form through organizations. IT Governance helps organizations to
successful IT use by defining IT decision related structure and process. It defines who is
responsible on each IT related decision area. There is no ultimate IT Governance structure.
Therefore, each organization should consider their contingency variable to extract customized IT
governance for their need. Previous IT Governance contingency analysis stream focused to find
variables that influences to IT Governance but it has few empirical evidence. This study proposes
empirical study between IT Governance and organizational contingency variable and
Organization culture characteristics for innovation capability.
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Introduction

Organizations has interest to solve their limitation and constraints as global business environment is getting more
fluid and complex (Chanopas and Krairit, 2006). For this matter, IT is used as a tool to promote their competency or
growth. (Alshawi et al., 2003, Kumar, 2004, Chanopas and Krairit, 2006, Huang et al., 2006)

This trend can be observed in-directly through IT spending of many organizations. According to Gartner, Many
organizations’ IT spending is rose up to 2.5% from 2010. (Potter et al., 2011). IT investment should promote
increasing the organization’s value. However, it is getting harder to implement IT investment that increases
organization’s value as IT Trend change phase is getting faster. This IT investment characteristic gives organizations
interest to have better IT Governance which helps to ensure who has responsibility on which IT decision area. (Weill
and Ross, 2004).

IT is now having major roles of many organizations. There are trends that IT matter is being handled by outer IT
department, IT investment size is getting bigger, and IT Project intrinsic complexity is getting bigger. One important
worker cannot handle and learn whole organization’s IT related matters. For whole organization’s benefit, IT
Governance is an important matter. (Weill and Ross, 2004).

Previous research shown that better performance organization’s IT Governance pattern is different. (Weill and Ross,
2004). For this reason, previous research studied the methodology for IT governance design. Many research were
focused organizations’ internal and external factors because they assumed IT Governance is influenced by these
factors (Brown and Magill, 1994, Sambamurthy and Zmud, 1999, Peterson, 2004) However, each researcher used
different variable and there are few attempt to combine these variables for one empirical study, and most of study
has case study form or narrow sample empirical study.

This study proposes an empirical study that tests combined various IT Governance determinant factors, IT
Governance archetypes and organization’s culture factors. This study gives two major implications, first, expanding
IT Governance empirical evidence regarding IT Governance determinant, second, proposing new variable as IT
Governance performance result. Due to relatively hard to compute IT governance financial performance, this study
proposes organization’s cultures for innovation capability as an IT governance performance variable.

Literature review

In this literature review section consisted with IT Governance definition, IT Governance determinant and
organization’s cultures for innovation capability.

IT Governance

IT Governance definitions shows little variation by definers. Table 1 shows IT Governance definitions

Table 1. IT Governance Definitions

Definer Definition

Weill and ross, 2002 | Specifying the decision rights and accountability framework to
[10] encourage desirable behavior in the use of IT.

Gartner [11] IT governance as the set of processes that ensure the effective and

efficient use of IT in enabling an organization to achieve its goals.

ITGI, 2001 [12] IT governance is the responsibility of the board of directors and
executive management. It is an integral part of enterprise governance
and consists of the leadership and organizational structures and
processes that ensure that the organization’s IT sustains and extends
the organization’s strategies and objectives
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From the table 1, there are different focus points on each definition. The definitions focuses to IT Governance
should define process and who is responsible of successful IT uses and their responsibility. This matter is explicitly
defined in ITGI definition which shows that organization’s structure and process are part of IT Governance
component.

Weill & Ross’s IT Governance framework integrated IT Governance components which allows capturing the whole
organization’s IT Governance snapshot in macro level. This IT Governance framework consisted with IT decision
making area and IT Governance archetypes. This framework can show whole organization’s IT Governance in one
table by analyzing IT Governance archetype on each IT decision making area. (Weill and Ross, 2004). Table 2
shows Well & Ross’s IT Governance decision making area.

Table 2. IT Governance Decision making Archetypes (Weill and Ross, 2004)

IT Decision area Description
IT Principles High level statements about how IT is used in the business
IT Architecture An integrated set of technical choices to guide the organization in satisfying

business needs. The architecture is a set of policies and rules for the use of IT and
plots a migration path to the way business will be done (includes data,
technology and applications)

IT infrastructure strategies Strategies for the base foundation of budgeted-for IT capability (both technical
and human), shared throughout the firm as reliable services, and centrally
coordinated (e.g., network, help desk, shared data)

Business application needs Specifying the business need for purchased or internally developed IT
applications

IT investment and prioritization | Decisions about how much and where to invest in IT including project approvals
and justification techniques

First IT decision making area is IT principle. IT principle is the decisions regarding defining IT roles in the
organization. For example, it could be making an IT mission statement that described in entire organization level.
Second IT decision making area is IT architectures. IT architecture decision considers how to integrate the data or
processes which are closely related to the core business process.

It is like the blue-print about integrated data and processes. Third IT decision area is IT infrastructure. It is the
decisions are about organization wide shared service. The service can be used by multiple applications. For example,
investing for improved network hardware to the organization is part of decision of IT infrastructure. Usually,
investing on IT infrastructure takes serious IT budget. However, this decision will affect the competence of IT of the
organization for the future. Fourth IT Decision area is Business application need. This decision area covers IT
application development or purchases for the organization’s business need. For example, purchasing IT solution to
solve the business unit’s problem could be Business application need decision area. Last IT decision category is IT
investment & prioritization. IT invest decision area is about prioritize IT projects and decides how much should be
invested. (Weill and Ross, 2004)

Table 3. IT Governance archetypes (Weill and Ross, 2004)

Archetype Description

Business Monarchy A group of, or individual, business executives (i.e., CxOs). Includes committee comprised
of senior business executives (may include CIO) Excludes IT executives acting
independently

IT Monarchy Individuals or groups of IT executives
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Feudal Business unit leaders, key process owners or their delegates

Federal C level executives and at least one other business group (e.g., EXO and BU leaders)-IT
Executives may be an additional participant. Equivalent to a country and its states
working together.

IT Duopoly IT executives and one other group (e.g., ExO or BU leaders)

Anarchy Each individual user

According to Weill et al, Each IT Decision area could has different archetype depends on who make the decision.
There are 6 archetypes. Table 3 describes 6 archetypes. This study adopted this IT Governance framework to capture
sample organizations’ IT Governance.

IT Governance Antecedent Factors

In early age of IT Governance study, there were two research streams. One is IT Governance form. Another research
stream is IT Governance contingency analysis. IT governance Form research stream is a research area that studies IT
Governance archetypes. IT Governance contingency analysis is a research stream that studies how IT governance
helps to organizations and why or what IT governance is suitable to an organization? (Brown and Grant, 2005)

In early age IT Governance Form study focused bi-polarized (Centralized-decentralized) archetype analysis.
Centralized form is a decision making structure from that organization structure or process is highly dependent to
some of core personnel or group. Decentralized archetype is opposite from of centralized archetype. Each individual
personnel or group have independent rights to decide and execute. In early age of IT Governance form study
explored characteristic, pros and cons of centralized and decentralized archetype. (Brown and Grant, 2005). For
example, most case centralized archetype is strong at standardization and specification but gives less advantage for
organization flexibility and customer response. On the other hand decentralized archetype is strong at organization
flexibility and customer response but gives less advantage for standardization and specification. (Peterson, 2004).

Later research of IT governance form studied another form of IT governance archetype which is federal. Federal
archetype is designed for combining benefits of both centralized and decentralized archetypes. Some study describes
federal archetype with different terminology. For example, Distributed governance, Hybrid Governance or
“Centrally-decentralized” governance (Brown and Grant, 2005)

Menarghy Federalism Feudalism Anarchy
o & & L 99—
Mere ¢entral contrel Less ¢entral contrel

Figure 1. IT Governance archetype and centrality (Davenport and Prusak, 1997)

Weill’s IT Governance archetypes are derived from Information Ecology by davenport and prusak (figure 1). Those
archetypes included Anarchy type which is highly decentralized archetype and monarchy archetype which is highly
centralized archetype. On Weill and Ross IT Governance framework, IT Governance archetype should be analyzed
for each IT decision area. This allows an organization’s IT Governance form on each IT decision area. (Weill and
Ross, 2004)

Another IT Governance study stream is IT governance contingency analysis. This study stream tried to find IT
governance design method by focusing on contingency variables that could identify which IT governance structure
proper to specific organization. (Brown and Magill, 1994, Sambamurthy and Zmud, 1999, Peterson, 2004).
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Table 4. Determinants of IT Governance (Peterson, 2004)

Centralized Federal Decentralized
Business Strategy Cost focus Innovation focus
Business governance Centralized Decentralized
Firm Size Small Large
Information intensity Low High
Environment Stability High Low
Business competency Low High

Table 4 is summarized table of contingency variables that could influence IT governance archetypes. This table
shows each variable could influence IT governance archetype centrality. For example, if business strategy is cost
centered, governance archetype should be centralized archetype. Federal archetype position is middle because
federal archetype designed for pursue best of both centralized and decentralized archetype. This tables
correspondent studies are Ahituv et al., 1989, Brown & Magill, 1994, Sambamurthy & Zmud , 1999, Tavakolian,
1989. These study tried to expand empirical evident for IT Governance determinant contingency variable. However,
there is no combined contingency variable empirical test study. Most of study studied some of contingency variable
but had limited sample. For example, Tavakolian took 52 computer component manufacturers. Brown & Magill
1994 took 6 companies. Sambamurthy & Zmud, 1999 took 8 companies samples. Therefore sample set was limited.
(Peterson, 2004)

In this study, adopted all contingency variables in table 4 and trying to expand Empirical evidence with larger and
various sample.

Organization’s Cultures for Innovation Capability

IT is now utilized as a tool for sustain their competitive advantage (Alshawi et al., 2003, Kumar, 2004, Chanopas
and Krairit, 2006, Huang et al., 2006) or promote innovation in their organization. In broad concept of innovation,
innovation is all action that creates values. Therefore, it is possible to look adoption IT for their process or product
innovation as their innovation activity.

Many previous researches tried to find value of IT in terms of financial value. However, measuring values that
created by IT could be complex matter because of IT impact dilution. (Weill and Broadbent, 1998).

This study adopted Hurley & hult’s organization performance framework to measure IT Governance performance.
This framework suggests that organization performance influenced by organization structure, process and its culture
characteristics. This framework’s process and structure covers organization size, founded year, organization
hierarchy and ranking system. This framework’s culture characteristic covers internal learning and development
culture, participation decision making culture, support and collaboration culture, power sharing. Those variables are
predictor of organization’s innovation capacity in this framework (Hurley and Hult, 1998).

In this framework IT governance can be positioned as organization’s structure and process because IT governance
covers an organization’s IT related decision making structure and process. However, IT governance itself cannot
describe organization’s culture characteristics for innovation capability.

Furthermore, the culture characteristic only gets feedback from organization performance in this framework.
Organization’s structure and process is not getting feedback. (Hurley and Hult, 1998). Therefore, it is hard to know
specific culture characteristics is better however, it is possible to expect the organizations that shows distinguished
performance could have different culture characteristic pattern because innovation capability comes from
configuration of organization’s structure and process and its culture characteristics.
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Research Framework

The research framework consisted 3 parts. Determinant of IT governance, measuring IT governance and
organization cultural factors for innovation capability.

Determinants of Organizational Cultural Factors
IT Governance for Innovation Capabili
Exploitation
Business IT Governance Development
Governance (De) {Structural and Process Cl| isti

Support and
Collaboration

Information IT Governance Power Sharing
Intensity Archetype

Environment Participative
Stability

entralization

Decision-Making
Business

Scale
Competency Absorptive
Capacity

Control Variables

Founded Year
Size of Board

Union Pressure
Outsider Stockholder
Ratio
Leverage
ROE

Industry Type

Figure 2. Research framework

This study adopted all contingency variables that could influence to IT Governance archetypes in table 2.

Only business strategy is replaced by Exploitation. This variable measures organization’s efficiency pursuing
strategy (Burton et al., 1998). To measure IT governance, this study adopted Will and Ross’s IT Governance
framework. Organization cultural factor for innovation capability is adopted as a outcome variables. (Hurley and
Hult, 1998)

In addition Absorptive capacity (Cohen and Levinthal, 1990) is adopted. This variable adopted to measure how
much IT governance influences to organization’s innovation capacity. Industry, Leverage ratio, outsider stockholder
ratio, union pressure, size of board, founded year, firm sizes adopted as control variables

Future Plan

This study is gathering participations from various companies without limitation of industry type. They will receive
structured interview and survey for empirical test. Reason why this study adopted structured interview and survey is
let participant understand concept of IT Governance correctly and answer the survey. All participant will receive
same information as previously implemented script and taking survey.

Conclusion

This study proposes empirical test for combined IT governance determinant variables and IT Governance archetypes
and relation of IT Governance and organization culture factors for innovation capability.

If results show that IT governance determinant influence each IT decision area archetype differently, it will provide
useful implication when designing IT Governance. Furthermore, if results show relations between IT Governance
and organization culture characteristics for innovation capability, practitioners will reconsiders considering
organization culture characteristics while implementing IT Governance.

6  Post-ICIS 2012, LG CNS/KrAIS Workshop, Orlando, Florida, USA




Lee & Moon / IT Governance on Organization Culture for Innovation Capability

References

Ahituv, N., Neumann, S. & Zviran, M., 1989. Factors affecting the policy for distributing computing resources. MIS
quarterly, 389-401.

Alshawi, S., Irani, Z. & Baldwin, L., 2003. Benchmarking information technology investment and benefits
extraction. Benchmarking: An International Journal, 10, 414-423.

Brown, A.E. & Grant, G.G., 2005. Framing the frameworks: A review of IT governance research. Communications
of the Association for Information Systems (Volume 15, 2005), 696, 712,

Brown, C.V. & Magill, S.L., 1994. Alignment of the IS functions with the enterprise: toward a model of antecedents.
Management information systems quarterly, 18, 371-371.

Burton, R.M., Obel, B., Hunter, S., Sgndergaard, M. & Dgjbak, D., 1998. Strategic organizational diagnosis and
design: Developing theory for application: Kluwer Academic Pub.

Chanopas, A. & Krairit, D., 2006. Managing information technology infrastructure: a new flexibility framework.
Management Research News, 29, 632-651.

Cohen, W.M. & Levinthal, D.A., 1990. Absorptive capacity: a new perspective on learning and innovation.
Administrative Science Quarterly, 128-152.

Davenport, T.H. & Prusak, L., 1997. Information ecology: Mastering the information and knowledge environment:
Oxford University Press, USA.

Gartner, Gartner dictionary [online]. Gartner. Available from: http://www.gartner.com/it-glossary/it-governance/
[Accessed Access Date 2012].

Huang, S.-M., Ou, C.-S., Chen, C.-M. & Lin, B., 2006. An empirical study of relationship between IT investment
and firm performance: A resource-based perspective. European Journal of Operational Research, 173,
984-999.

Hurley, R.F. & Hult, G.T.M., 1998. Innovation, Market Orientation, and Organizational Learning: An Integration
and Empirical Examination. Journal of Marketing, 62, 42-54.

Itgi, 2001. Board briefing on IT Governance.

Kumar, R.L., 2004. A framework for assessing the business value of information technology infrastructures. Journal
of Management Information Systems, 21, 11-32.

Peterson, R.R., 2004. Integration Strategies and Tactics for Information Technology Governance. In W.V.
Grembergen (ed.) Strategies for Information Technology Governance. IDEA GROUP PUBLISHING, 37-
80.

Potter, K., Smith, M., Guevara, J.K., Hall, L. & Stegman, E., 2011. IT Metrics: IT Spending and Staffing Report,
2011: Gartner.

Sambamurthy, V. & Zmud, R.W., 1999. Arrangements for information technology governance: a theory of multiple
contingencies. MIS quarterly, 261-290.

Weill, P. & Broadbent, M., 1998. Leveraging the new infrastructure: how market leaders capitalize on information
technology: Harvard Business Press.

Weill, P. & Ross, J.W., 2004. IT governance: How top performers manage IT decision rights for superior results:
Harvard Business Press.

Weill, P. & Woodham, R., 2002. Don't just lead, govern: Implementing effective IT governance.

Post-ICIS 2012, LG CNS/KrAIS Workshop, Orlando, Florida, USA 7



