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INTRODUCTION

Information technology (IT) governance has been a pe-
rennial item on the corporate agenda of many organiza-
tions. Ever sincel T proved to be morethan an administra-
tivetool, researchersand practitioners have pondered its
governance. Defined asthelocus of I T decision-making
authority (Brown & Magill, 1994; Sambamurthy & Zmud,
1999), discussionsconcerning I T governance haveflour-
ished for morethan four decades acrossresearch commu-
nitiesand boardrooms. Posed asaquestion of centraliza-
tionduringthe70s, I T governancedrifted towardsdecen-
tralization in the 80s, and the recentralization of IT
decision-making was a 90strend.

Today, IT governance is experiencing yet another
transformation, and persists as a complex and evolving
phenomenon (Grembergen, 2003). As business environ-
ments continuously change and new technol ogiesevolve
rapidly, howtogovern|T effectively remainsan enduring
and challenging question. This chapter discusses past
developments and the present status quo of IT gover-
nance, and outlines several critical questions, which are
pending future investigation.
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BACKGROUND

Traditionally, three IT governance models have been
distinguished (Brown & Magill, 1998; Sambamurthy &
Zmud, 1999). In each model, stakeholder constituencies
take different lead roles and responsibilitiesfor I T deci-
sion-making across the IT portfolio. In the centralized
model, corporate IT management has decision-making
authority concerning IT infrastructure and IT applica-
tions. Inthedecentralized model, division | T management
and business management have authority for IT infra-
structureand I T applications. Inthefederal model, corpo-
ratel T hasauthority over I T infrastructure, and (either or
both) division I T and business-units have authority over
IT applications.

In general, it is argued that centralization provides
greater efficiency, control, and standardization, while
decentralization improves business ownership, flexibil-
ity, and responsiveness (Brown, 1997; Rockart, Earl, &
Ross, 1996). Literature suggests that the federal model
provides the benefits of both centralization and decen-
tralization (see Table 1). Research indicates that organi-
zations adopt a federal model when pursuing multiple

Table 1. Driversand design of I T governance (Adapted from Hodgkinson, 1996; Peterson, O’ Callaghan, & Ribbers,

2000; Sambamurthy & Zmud, 1999)
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Drivers

Synergy +

Centralized
IT Governance
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Specialization

Customer responsiveness -
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Flexibility -

Federal
IT Governance

Decentralized
IT Governance
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+ +
+ +
+ +
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competing objectivesinvolving asimultaneous focus on
cost-efficiency and business-flexibility (Peterson,
O’ Callaghan, & Ribbers, 2000; Sambamurthy & Zmud,
1999).

MAIN THRUST

While the federal model seems to be the dominant con-
figurationin contemporary firms(Peterson, O’ Callaghan,
& Ribbers, 2000; Sambamurthy & Zmud, 1999), empirical
studiesregarding the complexity of thisconfigurationare
sparse. Specifically, allocation of IT decision-making
authority does not resolve the need for effective coordi-
nation between corporate I T, division IT and business-
unit management. Continuous differentiation leads to
fragmentation, unless a corresponding process of inte-
gration complementsit. Theproblemsreportedin practice
and research regarding the lack of, for example, IT
prioritization, top management I T commitment, | T man-
agement business understanding, business management
IT responsibility, and I T value generation, are symptom-
atic of thisfragmentationand aretypically encounteredin
thefederal IT governancemodel (Peterson, 2001; Weill &
Broadbent, 1998).
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In order to provide direction and achieve organiza-
tional effectiveness, differentiation begets integration
(Daft, 1998; Galbraith, 1994; Lawrence & Lorsch, 1967).
Designing effective | T governance is dependent on both
the differentiation and integration of decision-making
for I'T acrosstheportfolio of business| T investmentsand
processes (see Figure 1).

Whereasdifferentiation focuseson thedistribution of
IT decision-making rights and responsibilities among
different stakeholdersin the organization (i.e., thelocus
of IT decision-making), integration focuses on the coor-
dination of IT decision-making/-monitoring processes
and structures across stakeholder constituencies. Orga-
ni zationsthusneed to consider andimplement integration
mechanisms for the effective governance of IT.

FUTURE TRENDS

I ntegration mechanismsfor I T governance can be classi-
fied accordingto two dimensions(Peterson, 2003). Verti-
cally, integration mechanismsfocuseither onintegration
structures or integration processes; whereas horizon-
tally, a division is made between formal positions and
processes, and rel ational networks and capabilities. Col-

Figure 1. Differentiation and integration IT decision-making (Adapted from Weill & Broadbent, 1998)
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