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INTRODUCTION

In many organizations, information technology has 
become crucial in the support, the sustainability, 
and the growth of the business. This pervasive use 
of technology has created a critical dependency 
on IT that calls for a specific focus on IT gover-
nance. IT governance consists of the leadership 
and organizational structures and processes that 
ensure that the organization’s IT sustains and 
extends the organization’s strategy and objec-
tives (Grembergen, et al., 2004). Indeed, CIO’s 
managerial capabilities fully mediate the effect of 
IT governance on enterprise adaptability (Heart, 
et al., 2010). In other words, IT governance’s 
impact on firm performance is enabled by CIO 
leadership capabilities—the focus of this chapter.

As described in chapter 5, IT governance is a 
critical success factor for achieving business-IT 
strategic alignment. IT governance matters be-

cause it influences the benefits received from IT 
investments. It provides a strategy-based decision 
making framework to ensure effective implemen-
tation of the firm’s end-to-end IT strategic manage-
ment processes (described in chapter 6). Through 
a combination of practices (such as redesigning 
business processes and well-designed governance 
mechanisms) and appropriately matched IT invest-
ments, top-performing enterprises generate supe-
rior returns on their IT investments (Weill, 2004).

Service differentiation to deliver superior 
customer experience is increasingly important 
as a source competitive advantage for firms. 
In chapter 4, the authors showed that service is 
provisioned to the customer via the firm’s value 
network in which the service firm serves as a 
resource integrator for its customers, integrating 
the services (competencies) of its partners to co-
create value with its customers. Service firms 
need service governance to govern its service life 
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cycle management from service creation to service 
retirement. In this chapter, we will explore and 
propose the fundamental principles for designing a 
strategy-aligned service governance model, which 
is closely related to IT governance.

Both IT governance and service governance 
can only be operationalized successfully by strong 
a C-level executive leadership. The role of a CIO 
has a good positional-fit with the enterprise-wide 
focus of the governance purpose. This chapter 
will address the CIO’s enterprise-wide leadership 
role, including ownership and utilization of the 
governance process to create business value and 
competitive advantage.

WHAT IS IT GOVERNANCE?

IT governance can be defined as specifying 
decision rights and accountability framework 
to encourage desirable behavior in the use of IT 
(Weill & Ross, 2004). This is the definition we 
will use here.

Other definitions are for example:

1. 	 IT governance is the structures and processes 
that ensure that IT supports the organization’s 
mission. The purpose is to align IT with the 
enterprise, maximize the benefits of IT, use 
IT resources responsibly, and manage IT 
risks,

2. 	 A structure of relationships and processes 
to direct and control the enterprise in order 
to achieve the enterprise’s goals by adding 
value while balancing risk versus return over 
IT and its processes,

3. 	 IT governance is the responsibility of the 
board of directors and executive manage-
ment. 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, and

4. 	 IT governance is the system by which an 
organization’s IT portfolio is directed and 
controlled. IT Governance describes
a. 	 The distribution of decision-making 

rights and responsibilities among dif-
ferent stakeholders in the organization, 
and

b. 	 The rules and procedures for making 
and monitoring decisions on strategic 
IT concerns (Peterson, 2004).

An extensive definition was presented by the 
IT Governance Institute (2004) as follows. It is 
a board or senior management responsibility in 
relation to IT to ensure that:

•	 IT is aligned with the business strategy, or 
in other words, IT delivers the functional-
ity and services in line with the organiza-
tion’s needs, so the organization can do 
what it wants to do.

•	 IT and new technologies enable the orga-
nization to do new things that were never 
possible before.

•	 IT-related services and functionality are 
delivered at the maximum economical val-
ue or in the most efficient manner. In other 
words, resources are used responsibly.

•	 All risks related to IT are known and man-
aged and IT resources are secured.

A distinction has to be made between IT man-
agement as discussed previously in this book and 
IT governance that we introduce here. IT manage-
ment is focused on the internal effective supply 
of IT services and products and the management 
of present IT operations (Grembergen, et al., 
2004). IT governance in turn is much broader, and 
concentrates on performing and transforming IT 
to meet present and future demands of the busi-
ness (internal focus) and the business’ customers 
(external focus).

The difference between IT management and 
IT governance is illustrated in Figure 1. While IT 
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