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Abstract

Recent years have seen substantial growth in Information Technology Governance (ITG) research. However,
the influence of ITG on organizational performance has been less covered and very little theorized. To address
this gap, the purpose of this paper is to build a conceptual framework to provide a better understanding of ITG
contribution to organizational performance. Based on an extensive literature review on ITG and guided by the
dynamic capabilities perspective, the proposed conceptual framework analyses the ITG - Organizational
Performance relationship through the lenses of the dynamic capability perspective and generate a set of five
research propositions. The proposed framework suggests that the effectiveness of ITG mechanisms
(structures, processes, and relational mechanisms), contribute to the development of a dynamic ITG
competence which has an impact on the development of IT management capabilities and their evolution.
Moreover, the proposed conceptual framework suggests that ITG is more likely to lead to better organizational
performance when IT management capabilities are developed in line with business strategy.

Keywords: IT Governance, Information Technology, IT management sophistication, strategic alignment,
organizational performance, dynamic capabilities perspective

1. Introduction

Information Technologies (IT) are revolutionizing the business world. In addition to providing support
for daily operations, they are today an integral part of business processes within and across
organizational boundaries. Despite the pervasive use of IT in all business spheres, many organizations
still fail to demonstrate concrete, measurable business value from IT (IT Governance Institute, 2008).
Business leaders and IT executives are developing major concerns about the alignment of IT with
business needs and the impact of IT on productivity and costs reduction (Luftman & Zadeh, 2011). Thus,
it has been argued that effective IT Governance (ITG) could increase IT business value and achieve
business goals (Juiz & Toomey, 2015).

For instance, Weill and Ross (2004) found that successful companies in terms of ITG tend to
experience a 20% increase in profits, higher returns on equity and growth in market capitalization than
other companies pursuing similar strategies. Although, it has been observed that superior ITG
performance may be correlated to higher financial performance, few studies have empirically addressed
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the impact of ITG on organizational performance (Boritz & Lim 2007; Bradley et al., 2012; Jewer &
McKay, 2012; Lazic, Groth, Schillinger, & Heinzl, 2011; Liang, 2011), and much less on how ITG could
contribute to improving organizational performance (Lazic et al., 201). To address this gap, the
purpose of this theoretical study is to develop a conceptual framework that demystifies the relationship
between ITG and organizational performance.

The remainder of this article is organized in a series of interrelated sections. In the next section,
we review salient literature on ITG and related concepts. We then present the principles of dynamic
capabilities perspective, used in this paper to guide the development of a comprehensive conceptual
framework on ITG impact on organizational performance and demonstrate five propositions associated
with it. Finally, we discuss the contributions and limitations of the conceptual framework and propose
avenues of future research in this domain.

2. Literature Review: IT Governance

ITG is often presented as an integral part of corporate governance (Weill & Ross, 2004). It consists of
the leadership, organizational structures, and processes that ensure that the organization’s IT sustains
and extends the organization’s strategies and objectives (IT Governance Institute, 2003). More
specifically, ITG occurs through the specification of decision rights and accountabilities framework
designed to encourage desirable IT-related behavior within an organization (Weill & Ross, 2004).
Review of past research shows that ITG research has mainly focused on four main streams: the
design of IT decision-making structures, ITG implementation, ITG performance, and ITG outcomes.

2.1 Design of IT Decision-Making Structures

The first stream of ITG research deals with the decision-making structures adopted in the design of IT
organizations. An extensive body of past research was dedicated to this area (for a detailed review on
this topic, see Brown and Grant (2005)). More specifically, research in this stream focused on the
description of decision-making structures adopted by individual IT organizations through the
specification of the distribution of roles and responsibilities for decision-making on various
organizational IT activities. Early research dealt with three primary ITG modes, namely centralized,
decentralized, and federal/hybrid governance modes (Ein-Dor & Segev, 1982; Olson & Chervany, 1980;
Sambamurthy & Zmud, 1999). In these IT organizational structures, decision-making authority is
placed respectively within a central IT unit, business units or a combination of both. Thereafter, Weill
and Ross (2004) expanded the traditional ITG forms and proposed six governance classifications to IT
organizations based on the ideal of political archetypes. These archetypes include: business monarchy
(IT decisions are made by CxOs), IT monarchy (Corporate IT professionals make the IT decision),
feudal system (IT decision by autonomous business units), federal system (Hybrid decision making),
IT duopoly system (IT executives and one business group), and anarchy (each small group makes
decisions). Moreover, in past research we noticed a consensus among researchers on the fact that a
universal best ITG structure does not exist. Rather the best ITG solution for a given organization is
contingent on a variety of factors (Brown & Magill, 1994; Sambamurthy & Zmud, 1999; Tavakolian,
1989), including corporate governance, business strategy, and organizational size, among others.

2.2 IT Governance Implementation

The second stream of ITG research focusing on the deployment of ITG in organizations can be classified
as either normative or descriptive. The normative studies (e.g., Dahlberg & Kivijarvi, 2006; De Souza
Bermejo & al., 2014; Fink, 2008; Goosen & Rudman, 2013; IT Governance Institute, 2005; Subsermsri &
al., 2015) offer frameworks, methods, or guidelines to foster the effective implementation of ITG in
organizations. This research also addresses adherence to internationally recognized standards and best
practices (such as COBIT, ITIL, ISO17799: 2000, AS8015) intended to facilitate effective organizational
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deployment of ITG. For example, as a structured approach to ITG, the COBIT method (Control
Objectives for Information and related Technology) provides managers, auditors, and IT users with
performance indicators to assist the supervision of IT implementation within the organization (IT
Governance Institute, 2005). Descriptive studies (e.g., Bhattacharjya, 2007; De Haes, Gemke, Thorp, &
Van Grembergen, 2011; De Haes & Van Grembergen, 2009; Griittner, 2010; Weill & Ross, 2004; Vaia &
Carmel, 2013; Van Saull, & De Haes, 2003; Williams & Karahanna, 2013) illustrate the ways in which
organizations implement a framework for ITG. These studies have shown that ITG is often deployed
using a combination of various practices, namely organizational structures, processes, and relational
mechanisms (Peterson, 2004; Van Grembergen, De Haes, & Guldentops, 2004; Weill & Ross, 2004). ITG
structures include the establishment of organizational units and the definition of formal positions and
roles responsible for IT decisions making processes that enable horizontal contact between the
business and IT management functions within the organization (De Haes & Van Grembergen, 2008;
Peterson, 2004). These structures (e.g., IT steering committee, IT strategy committee, [T expertise at
the board level) include decision makers from various levels in the organization: corporate executives,
IT management personnel, and business managers (Peterson, 2004; Weill & Ross, 2004). ITG processes
refer to the formalization and institutionalization of IT strategic decision-making and IT monitoring
procedures (e.g., IT strategic planning, system performance measurement [IT Balanced Scorecard,
COBIT, ITIL]) (De Haes and Van Grembergen, 2008; Peterson, 2004) to ensure that daily activities are
consistent with existing long-term policies and provide feedback necessary to guide decisions
(Peterson, 2004; Van Grembergen et al., 2004; Weill & Ross, 2004). Finally, relational mechanisms refer
to the active participation of and collaborative relationship among corporate executives, IT
management personnel, and business management personnel in relation to ITG (Peterson, 2004; De
Haes & Van Grembergen, 2008). ITG relational mechanisms (e.g., co-rotation positions, co-location
and training) are often essential for promoting alignment between IT strategy and business needs
(Bhattacharjya & Chang, 2007; Callahan & Keyes, 2004; Van Grembergen et al, 2004).

2.3 IT Governance Performance

The Third stream of research which focuses on the performance of ITG, has been approached in two
ways: through the evaluation of overall ITG performance (Barbosa & al., 2014; Bradley & Pratt, 201;
Coleman & Chatfield, 2011; Lahdelma & Dahlberg, 2007, Lee et al, 2009; Simonsson, Johnson & Ekstedt,
2010; Tugas, 2010, Weill & Ross, 2004) and the assessment of individual ITG mechanisms adopted by
the organization (Ali & Green, 2005, 2007, 2012; Bradley et al., 2012; De Haes & Van Grembergen, 2008;
Ferguson, Green, Vaswani, & Wu, 2013; Heindrickson & Carlos, 2014).

2.3.1 Evaluation of the overall performance of IT Governance

Weill and Ross (2004) were the first to propose an evaluation of the overall performance level of ITG
in organizations. They proposed an assessment tool that is based on a comparative analysis of the
organization’s ITG outcomes relative to the established goals. Other researchers have subsequently
expanded the measurement of ITG performance by gauging its maturity level using COBIT
performance indicators (Cobo & al., 2014; Coleman, 2011; Simonsson et al., 2010; Tugas, 2010; Lee, Lee,
Park, and Jeong, 2008). While other researchers (e.g. Dahlberg & Kivijarvi, 2006; Dahlberg & Lahdelma,
2007) have based their measurement on ITG objectives (i.e. strategic alignment, value creation, risk
management, management of IT resources and IT management performance) as an evaluation criteria
to assess ITG maturity.

2.3.2 Assessment of IT Governance mechanisms

De Haes and Van Grembergen (2008) have examined the performance of ITG mechanisms. Specifically,
they have evaluated the performance of these mechanisms according to industry experts by assessing
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their maturity, ease of implementation, and perceived effectiveness. Other researchers (Bradley &
Pratt, 2011; Bradley et al., 2012) have assessed ITG by measuring the degree to which an organization
uses ITG mechanisms. Finally, another contingent of researchers (Ali & Green, 2005, 2007, 2012;
Ferguson et al., 2013; Heindrickson & Carlos, 2014, Lunardi & al. 2017) measured the extent to which
ITG in organizations is effective. To perform this evaluation, these scholars have empirically examined
the influence of individual ITG mechanisms on the overall effectiveness of ITG.

2.4 IT Governance Outcomes

Finally, the fourth stream of research on ITG explores the influence of ITG mechanisms on the
alignment between IT and business strategy. In addition, this stream of research also addresses the
influence of ITG on organizational performance.

2.4.1 IT Governance and IT/Business alignment

The first objective of ITG is to ensure closer alignment between the organization’s IT and business
strategies (IT Governance Institute, 2003). In recent years, researchers have studied this assumed
relationship by exploring how the implementation of ITG can contribute to a better strategic alignment
of IT with business needs (Beimborn, 2009; De Haes & Van Grembergen, 2009; Kuruzovich et al, 2012;
Preston & Karahanna, 2009; Schlosser & Wagner, 2011). Studies on this issue have specially examined
the influence of ITG mechanisms (structures, processes, and relational mechanisms) on the strategic
alignment of IT in the organization. For instance, De Haes and Van Grembergen (2009) found that
organizations that use a combination of more mature ITG mechanisms were likely to achieve greater
strategic alignment. Subsequent studies have quantitatively examined the correlation between the use
of one or more ITG mechanisms and the achievement of IT strategic alignment in organizations. For
example, Beimborn et al. (2009) illustrated that the support of senior management as a structural
governance mechanism yields greater IT strategic alignment. Similarly, Preston and Karahanna (2009)
explored the influence of the degree to which the Chief Information Officer (CIO) participates in the
Top Management Team (TMT) and the hierarchical status of the CIO (i.e., whether the CIO reports
directly to the Chief Executive Officer (CEO)) on strategic alignment. The specific relationship between
the CIO and the Chief Financial Officer (CFO) was also considered as a critical pairing, which impacts
both individual effectiveness and strategic alignment (Schobel & Denford, 2012). As denoted by the
authors, these mechanisms promote interaction, knowledge exchange, and knowledge integration
between the CIO and the TMT, thereby contributing to the development of a shared understanding
about the role of IT within the organization ( which represent the social dimension of IT strategic
alignment) (Preston & Karahanna, 2009). In another study, Kuruzovich and his colleagues (2012)
examined the role of the board of directors in driving IT alignment. They found that (a) the direct
involvement of the board of directors in managing IT, (b) CIO communications with the board, (c)
strategic consideration of IT investments, and (d) the amount and usefulness of the information
provided to the board of directors regarding IT promote IT alignment in organizations (Kuruzovich et
al., 2012). Other researchers have investigated the use of IT steering committees as structural ITG
mechanism (De Haes & Van Grembergen, 2009; IT Governance Institute, 2003; Van Grembergen et al.,
2004). In this context, IT steering committees are found to significantly contribute to the strategic
alignment of IT with business strategies (Schlosser & Wagner, 20m).

2.4.2 IT Governance and Organizational Performance

Researchers have also examined the influence of ITG on organizational performance (Boritz & Lim,
2007; Bradley et al., 2012; Jewer & McKay, 2012; Lazic et al, 2011; Liang et al., 2011). Boritz and Lim (2007),
for example, showed that organizational use of high-level ITG mechanisms (e.g., IT strategy committee,

CIO position) generate improved financial performance. Similarly, Jewer and McKay (2012) reported
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that board involvement in ITG positively moderates the relationship between ITG implementation and
organizational performance. Moreover, High levels of board-level ITG increases organizational
performance (Turel & Bart, 2014). Liang et al. (2011) stated that ITG performance is related to better
strategic alignment of IT, which in turn improves organizational performance. Related to this, a recent
study by Bradley et al. (2012) showed that the quality of ITG mechanisms positively contributes to
organizational performance among public and private hospitals by improving relationships with
customers, market responsiveness, and operational efficiency.

Taken together, researchers have shown that there exists a positive relationship between the quality
of ITG and organizational performance. Although they have done much to reveal the positive correlation
between ITG and observed improvement in organizational performance, there is still a research gap on
how ITG may improve organizational performance. In past ITG literature, only Lazic and his co-authors
(201) have sought to explain how organizational performance is positively affected by ITG. They
explained that ITG is positively related to business performance through common use of IT resources, IT
processes, and business processes throughout the organization’s various business units.

Despite the various foci of the research described above, researchers appear to agree that ITG
occurs through an organizational structure that specifies roles and responsibilities for IT decision-
making. The overall structure operates through mechanisms or ITG practices. These take the form of
structures (committees, liaison roles), processes (methodologies and best practices for IT strategic
management, IT monitoring and control), and relational mechanisms (communication and
collaboration among different IT and business stakeholders). The organization can leverage a wide
range of mechanisms to implement ITG (De Haes & Van Grembergen, 2009, Peterson, 2005). Through
a combination of mechanisms, ITG ensures the planning, organization, and control of IT-related
activities (Prasad, Heales, & Green, 2010) in order to achieve better strategic alignment of IT capabilities
with business needs (De Haes & Van Grembergen, 2009) and attains superior performance of the
organization as whole (Prasad et al., 2010).

Based on the above literature review, we note that there has been little research that investigates
the relationship between ITG and organizational performance, even less has attempted to explain how
ITG influences organizational performance. In addition, previous research has demonstrated that to
maximize IT value, the mere implementation of ITG is not sufficient. It is important that the
implemented practices are mature enough to generate the expected value for the organization (De
Haes, Van Grembergen, 2009). Indeed, an organization must constantly question the effectiveness of
the implemented ITG mechanisms and revise them in an active ITG design process geared towards
promoting the enterprise’s objectives and performance goals (Weill & Ross, 2004). As stated by Weill
and Ross (2004), it is important not only to actively design the overall ITG, but also to review individual
mechanisms regularly as a perquisite to mature IT management capabilities and maximize their
contributions to the business. Therefore, there seems to be a close relationship between ITG
performance and the effectiveness of IT management capabilities of the organization. For instance,
Karimi, Bhattacherjee, Gupta, and Somers (2000) have demonstrated that the effective use of IT
steering committees (a structural ITG mechanism) has a positive impact on IT management
sophistication. As such, we may think that the level of IT management sophistication could be an
indicator of the performance of ITG achieved in the organizations as well as an enabler for strategic
alignment and organizational performance.

3. IT Management Sophistication as a Measure of IT Governance Effectiveness

Past research on IT management sophistication (also called IT maturity) suggests the use of IT
management practices as benchmark variables for measuring the progression of organizations toward
IT management sophistication (Gupta, Karimi & Somers, 1997; Huang, 2009; Karimi et al., 2000; Karimi,
Gupta, & Somers, 1996; Karimi, Somers, & Gupta, 2001; Kim, Shin, Kim, & Lee, 20n). In particular,
previous studies suggested the use of practices including IT planning, IT control, IT investment
decision-making (Kim et al. 2o11), IT organization, IT coordination (Kim, Shin, Kim, & Lee, 2011), and
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IT integration (Karimi et al., 1996). It is argued that higher level of IT management sophistication would
imply a significant formalization of the different IT management practices (Karimi et al., 2000).

As such, IT management sophistication characterizes organizations’ evolution of their IT
managerial practices toward greater formalization in line with business needs and context. This in turn
would suggest that IT function in an organization with higher levels of IT management sophistication
would have evolved from a simple data-processing orientation into a strategic IT orientation (Gupta et
al.,, 1997). We argue that it is through the deployment of effective ITG mechanisms that the
organization’s IT management capabilities will evolve toward greater sophistication. This in turn will
increase the IT function contribution to organization’s goals and objectives (IT Governance Institute,
2003) by enabling strategic alignment and consequently promoting improvement in organizational
performance.

Past research on ITG focused greatly on coordination theory to describe ITG deployment
strategies in organizations. Although, the use of coordination theory has contributed a lot to the
growing body of research on ITG, we think, that it lacks to highlight the adaptive capacity of ITG to
organizational environment. As an attempt to address this gap, we have focused on the dynamic
capabilities’ perspective as a way of theorizing about ITG and its impact on organizational performance.

4. Theoretical Background: From Coordination Theory to Dynamic Capabilities Perspective

For decades, coordination theory has received attention from researchers in different disciplines. This
theory has been used to analyze the design of complex processes. Thus, coordination theory has largely
contributed to manage dependencies in several settings by providing a wide range of coordination
mechanisms, including the standardization of processes, rules, and procedures (Thompson, 1967;
Lawrence & Lorsch, 1967), mutual adjustment, direct contacts, meetings (Thompson, 1967; Lawrence
& Lorsch, 1967), integrators and liaison roles (Lawrence & Lorsch, 1967, Galbraith, 1973), project teams,
committees (Lawrence & Lorsch, 1967), objectives setting, standardization of results (Galbraith, 1973;
Mintzberg, 1979), the matrix structure (Galbraith, 1973), and the standardization of skills through
training (Mintzberg, 1979).

Coordination theory is based on two principal claims: 1) dependencies and the mechanisms to
manage them can be found in a variety of organizational settings (i.e. generality of coordination
mechanisms); and 2) there are often several coordination mechanisms that can be used to manage a
dependency (Crowston & Osborn, 1998).

Past research on ITG as depicted in the previous section, are heavily influenced by coordination
theory principles. In fact, these principles inspired the analysis of ITG deployment strategies in
organizations (e.g. Agarwal & Sambamurthy, 2002; Brown, 1997, 1999; Brown & Ross, 2003; Peterson,
2000; Peterson, 2004; Weill & Ross, 2004; De Haes & Van Grembergen, 2008, 2009). Moreover, past
research has largely sought to describe and explain how organizations employ formal and informal
coordination mechanisms to allow ITG stakeholders to coordinate their efforts and better manage
interdependencies in the organization’s IT activities. Thus, it was argued that ITG can be deployed
using a mixture of structures, processes and relational mechanisms (Peterson, 2004; Weill & Ross, 2004;
De Haes & Van Grembergen, 2008, 2009). Moreover, Past research has come up with specific ITG
mechanisms as a general baseline in the deployment of ITG in organizations (Weill & Ross, 2004; De
Haes & Van Grembergen, 2008). Together, the coordination theory approach has significantly
contributed to ITG research by setting a theoretical framework that guides the analysis of ITG
deployment in organizations. However, this theoretical framework lacks the consideration of the
dynamic nature of the organizational environment, as it promotes the generality of coordination
mechanisms under different organizational context. We believe that the dynamic capabilities
perspective can be considered as an alternative theoretical framework to analyse ITG dynamics and its
contribution to organizational performance.
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4.1 Applying the Dynamic Capabilities Perspective to IT Governance Context

The notion of dynamic capabilities is typically presented as complementary theory to the resource-
based view (RBV) of the firm (Priem & Butler, 2001; Wang & Ahmed, 2007). It strengthens arguments
related to the RBV and overcome its static perspective by addressing the changing nature of resources
and expertise possessed by organizations in light of a highly dynamic business environment (Wang &
Ahmed, 2007). As defined by Teece et al. (1997) “dynamic capabilities refer to the firm’s ability to
integrate, build and reconfigure internal and external competences to address rapidly changing
environments”. Organizations create their dynamic capabilities and develop them over time through a
combination of processes and coping mechanisms, absorption, and innovation (Wang & Ahmed, 2007).
These capabilities extend and modify the resource and capabilities base of an organization (Ambrosini,
Bowman, & Collier, 2009). According to Wang & Ahmed (2007), dynamic capabilities are embedded in
processes and are firm specific. Moreover, they are perceived as conductive to long-term firm
performance (Pavlou & El Sawy, 2006; Teece, 2007; Wang & Ahmed, 2007). They also present certain
commonalities across organizations that are identifiable and measurable (Eisenhardt & Martin, 2000).
Therefore, recent research focused on clarifying the foundations of dynamic capabilities, usually within
a conceptual discussion of firm resources and capabilities in a hierarchical order (Ambrosini, Bowman,
& Collier, 2009; Pavlou & El Sawy, 201; Teece, 2007; Wang & Ahmed, 2007). For instance, Teece (2007)
advances that dynamic capabilities can be disaggregated into sensing, seizing and transformational
activities. Wang and Ahmed (2007) recognize that adaptive capability, absorptive capability and
innovative capability are the most important component factors of dynamic capabilities. Pavlou and El
Sawy (20m1) suggest sensing the environment, learning, coordinating and integrating capabilities as
micro-foundations of dynamic capabilities. Finally, building on prior research, Ambrosini et al. (2009)
extent the concept of dynamic capabilities and suggest that there are three levels of dynamic
capabilities, namely incremental, renewing and regenerative dynamic capabilities.

Throughout the different conceptualizations depicted in the literature, dynamic capabilities
actually consist of “identifiable and specific routines that often have been the subject of extensive
empirical research in their own right” (Eisenhardt & Martin, 2000, p. 1107). In sum, dynamic capabilities
govern the rate of change of operational capabilities to keep them valuable in response to
environmental change (Collis, 1994).

In Information Systems (IS) research, the dynamic capabilities perspective was essentially used
to explain the changing nature of organizational capabilities during the process of IT strategic planning
(Duhan, 2007) and to analyze the dynamics of the IT strategic alignment process (Baker et al, 2011;
Chen et al, 2008; Pelletier, 2012) as well as understanding organizational designs in IT-related
capabilities development (Prasad, Green, & Heales, 2013).

Using similar argumentation as for “dynamic capabilities”, we believe that a rationale could be
built up for ITG and its impact on organizational performance. In the following section, we propose an
integrated framework for understanding ITG impact on organizational performance in light of the
dynamic capabilities’ perspective. Thus, we reckon that ITG is a dynamic capability competence that
impacts the organization’s IT management capabilities development and evolution (i.e. IT
management sophistication) as directed by the business strategy, resulting on better strategic
alignment leading ultimately to better organizational performance (when IT management capabilities
are developed in line with the organization’s strategic choices).

5. IT Governance Impact on Organizational Performance: Conceptual Framework and
Propositions

As said earlier, the conceptual framework presented in Figure 1 uses dynamic capabilities perspective

to provide a more comprehensive understanding of the influence of ITG on organizational
performance.
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Figure 1: Conceptual Framework

Through this framework (see Figure 1), we suggest that the relationship between ITG and
organizational performance is more complex than a simple and direct effect. Instead, the proposed
conceptual framework incorporates IT management sophistication and strategic alignment as
mediators of the ITG and organizational performance relationship.

The rationale behind the proposed model is illustrated through the following research
propositions.

5.1 IT Governance Mechanisms and IT Management Sophistication

As mentioned in past research, the essence of dynamic capabilities is an organization’s constant pursuit
of the reconfiguration, integration and re-creation of its resources, capabilities and most importantly
upgrade and reconstruct its core capabilities in response to the environmental change to attain and
sustain competitive advantage (Wang & Ahmed, 2007).

Drawing on dynamic capabilities perspective, we reckon that ITG is a dynamic capability
competence that focus on the renewal, reconfiguration and re-creation of IT resources, capabilities and
core IT capabilities (e.g. IT management capabilities) to address the (internal and external)
environmental change. In ITG context, environmental change can be caused by a combination of
several factors including regulatory change, technological innovation or the changing competitive
nature of the industry and the organization’s need of growing into new business models that it
generates (IT Governance Institute, 2008).

As a result, the organization needs to upgrade and recreate its core IT capabilities including its
IT management capabilities to be able to respond to internal and external environmental change.
According to Wang and Ahmed (2007), capability development and evolution is an outcome of
dynamic capabilities. Thus, dynamic capabilities govern the rate of change of capabilities (Collis, 1994).
Drawing on this, we posit that the development and evolution of IT management capabilities (i.e. [T
management sophistication) is an outcome of ITG (as a dynamic capability competence). As such, ITG
has an impact on the development of IT management capabilities and their evolution.

The literature on dynamic capabilities has identified a range of processes and routines that can
be recognized as providing certain micro-foundations for dynamic capabilities. For instance,
Eisenhardt and Martin (2000) identify cross-functional R&D teams, new product development
routines, quality control routines, and technology transfer and/or knowledge transfer routines, and
certain performance measurement systems as important elements (micro-foundations) of dynamic
capabilities. To make a parallel with these findings, ITG can be deployed using a mixture of ITG
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practices, namely structures, processes and relational mechanisms (De Haes & Van Grembergen, 2008;
Peterson, 2004; Weill & Ross, 2004). As such, we consider ITG mechanisms as micro-foundations of
ITG dynamic competence that underpin an organization’s ability to reconfigure, renew and recreate its
IT resources, capabilities and core IT capabilities and most important influence IT management
capabilities development and evolution (i.e. IT management sophistication).

5.1 IT Governance Structural Mechanisms and IT Management Sophistication

Structural mechanisms, such as IT steering committees, IT strategy committees, and involvement of
senior management in IT affect IT management sophistication by providing the organizational
structures to support the development and evolution of the different IT management capabilities (e.g.
IT planning, IT investment decision-making, IT coordination, etc.) in line with strategic goals and
objectives (IT Governance Institute, 2003; Karimi, Bhattacherjee, Gupta, & Somers, 2000; Peterson,
2004; Prasad, Heales, & Green, 2010). For instance, Karimi et al. (2000) showed that companies using
IT steering committees tend to have higher degrees of IT management sophistication than those that
do not. Moreover, the IT Governance Institute has established the importance of such committees in
developing, implementing, and conducting effective ITG (IT Governance Institute, 2003). Indeed, many
organizations carry out their ITG deployment trough such committees in order to drive IT strategy
development and implementation. The establishment of well-balanced committees with the
representation of key members that includes business as well as IT representatives enhances the
effectiveness of such committees (De Haes & Van Grembergen, 2008). Indeed, Successful ITG
structures requires communication amongst all parties based on constructive relationship to foster
understanding organization’s IT-related competencies and forge ways to increment them (Prasad et
al., 2013). As such, we argue that structural mechanisms as part of ITG dynamic competence contribute
to the organization’s ability to upgrade and recreate its IT management capabilities as important IT
core capabilities. Based on these arguments, we offer the following proposition:
Pu1: Effective IT governance structures have a positive impact on IT management sophistication.

5.1.2 IT Governance Processes and IT Management Sophistication

Effective ITG is also deployed through the institutionalization and formalization of strategic IT
decision-making and IT monitoring procedures (De Haes & Van Grembergen, 2009). For example,
strategic information systems planning is one of the most effective ITG processes used by companies
to define and update the IT strategy (De Haes & Van Grembergen, 2009). This mechanism, if effectively
used, contributes to the formulation of an IT strategy that meets business needs (Peterson, 2004). This
would suggest that strategic information systems planning mechanism as part of ITG dynamic
competence will influence IT management sophistication through organization’s IT planning
capability development and evolution in line with strategic goals and objectives. IT performance
measurement system (e.g., IT balanced scorecard) is another example of governance process that is
widely recognized as useful process in terms of management control of IT success (Van Grembergen,
2000; Van Grembergen, Saull, & De Haes, 2003) . In addition, this system uses to be one of the most
effective processes of ITG that aids organizations to achieve IT and business alignment (IT Governance
Institute, 2003). For instance, IT balanced scorecards are used to help to understand how the
contribution of IT towards the business will be realized (Van Grembergen et al., 2003) by focusing on
tangible as well as intangible elements (i.e. financial, customer, internal process and learning
perspectives) (IT Governance Institute, 2003). This would suggest contributor role of performance
measurement systems in fostering sensing and learning capabilities of ITG dynamic competence. Past
research also noticed that the effective use of performance measurement systems such as an IT
balanced scorecard contribute in supporting IT management practices monitoring and adjustment in
line with business needs (Chang & King, 2003; Decoene & Bruggeman, 2006; Hu & Huang, 2006). It
helps also to foster consensus among key stakeholders about I'T’s strategic goals, to communicate about
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IT’s performance, risk and capabilities as well as IT’s effectiveness and added value (IT Governance
Institute, 2003, 2008) thus promoting coordinating capability as a dynamic component factor of ITG.
Therefore, we propose that:

P2: Effective IT governance processes have a positive impact on IT management sophistication.

5.1.3 IT Governance Relational Mechanisms and IT Management Sophistication

The deployment of an effective ITG framework can be facilitated by multiple relational mechanisms
(e.g., co-rotation positions, co-location, training, Knowledge management on ITG). We argue that
relational mechanisms can be recognized as providing certain micro-foundations for ITG as a dynamic
capability competence. These mechanisms play an important role in the success of ITG within the
organization (Peterson, 2004) and paramount for attaining and sustaining alignment between IT and
business needs even when the appropriate structures and processes are in place (De Haes & Van
Grembergen, 2008). These mechanisms facilitate communication, collaboration, and the active
participation of stakeholders, and develop a shared understanding of the IT function’s role within the
organization (i.e. social dimension of strategic alignment) (Van Grembergen et al., 2004; Preston &
Karahanna, 2009). At the same time, strategic alignment is seen to be positively associated with IT
management sophistication (Karim et al., 2000). Given this, we posit that:

P3: Effective IT governance relational mechanisms have a positive impact on IT management
sophistication.

5.2 IT Management Sophistication and IT Strategic Alignment

Following past research on dynamic capabilities perspective (Pavlou & El Sawy, 2006; Wang & Ahmed,
2007), we posit, as detailed in previous section, IT management capabilities development and evolution
(i.e. IT management sophistication) as an outcome of ITG. The path of building IT management
capabilities is not universal across organizations and therefore IT management sophistication is
different across organizations (Gupta, Karimi, & Somers, 1997; Karimi et al., 2000; Karimi, Somers, &
Gupta, 2001; Kim, Shin, Kim, & Lee, 20m). In fact, the level of IT management sophistication relates to
the role of IT in the organization and its capacity to respond to business strategy (Gupta et al., 1997).
A high degree of IT management sophistication suggests that the IT function has evolved from the
basic role of supporting data-processing operations to a strategic partner role for the organization
(Gupta et al., 1997; Karimi et al., 2000). Hence, IT management capabilities development and evolution
(i.e. IT management sophistication) as an outcome of ITG is often steered by organization strategy. In
line with this idea, Gupta et al. (1997) found that organization’s competitive strategy has an impact on
IT management sophistication. In addition, Karimi et al. (2000) posit effective IT management is often
reflected in a conscious coordination of the relationship between business strategy and IT resources.
As such, we propose that:
P4: IT management sophistication is positively associated with IT strategic alignment.

5.3 IT Strategic Alignment and Organizational Performance

The ultimate objective of ITG is to accomplish better IT strategic alignment and maximize the value of
IT for the organization (De Haes & Van Grembergen, 2008; IT-Governance Institute, 2003). Several
studies have demonstrated strategic alignment to improve organizational performance (Chan,
Sabherwal, & Thatcher, 2006; Khaiata & Zualkernan, 2009; Tallon, Kraemer, & Gurbaxani, 2000). For
example, Chan et al. (1997) found that companies that possess a high level of strategic alignment
perform better than others do with respect to market growth, innovation and company reputation
aspects. Moreover, companies that achieve strategic alignment of IT tend to attain greater competitive
advantage, visibility, efficiency, and profitability (Luftman & Brier, 1999). Other studies have shown
that superior IT strategic alignment is positively related to organizational performance by promoting
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organizational learning and growth (Liang, Chiu, Wu, & Straub, 20m1). Karimi et al. (2001) also found
that firms that strategically use their information technology tend to have more sophisticated IT
management capabilities, resulting in greater competitive advantage, improved customer service, and
better organizational performance. Given these research findings, we offer the following proposition:

Ps: IT strategic alignment is positively associated with organizational performance.

It is worth noting that our conceptual framework as presented in Figure 1 carries out three

principal ideas:

(1) This model suggests that the effectiveness of ITG mechanisms contribute to the development
of a dynamic ITG competence. ITG as a dynamic capability competence has an impact on the
development of IT management capabilities and their evolution (i.e. IT management
sophistication).

(2) At the same time, the path of building IT management capabilities is not universal across
organizations, and therefore the outcome of IT management capability development is
different across organizations. Organizations tend to develop IT management capabilities as
directed by business strategy. Hence, this framework proposes that I'T management capability
development is an outcome of ITG dynamic competence, as steered by business strategy
leading consequently to a certain level of strategic alignment.

(3) Moreover, ITG as a dynamic capability competence is more likely to lead to better
organizational performance when IT management capabilities are developed in line with
business strategy.

6. Contributions, Limitations, and Future Research

In this article, we proposed a conceptual framework to provide a more comprehensive understanding
of the influence of ITG on organizational performance. In this section, we review the contributions,
limitations, and future research directions borne from this research.

6.1 Theoretical contribution

As depicted from the literature review, there has been very little research on the link between ITG and
organizational performance. Thus, this paper contributes to filling this research gap by providing a
comprehensive conceptual framework that proposes an explanation of ITG organizational performance
relationship. In addition, this research uses dynamic capabilities perspective as a theoretical basis to
explain ITG impact on organizational performance. Through five research propositions, we explain that
ITG leads to organizational performance, but the relationship is an indirect one mediated by IT
management sophistication and strategic alignment.

6.2 Managerial contribution

This research in addition to its theoretical contributions also has some managerial implications as well.
Inspired from our theoretical model, we argue that business and IT managers must cooperate to
implement ITG mechanisms that will enable effective IT management. Moreover, our conceptual
framework strengthens the idea of ITG as continuous process that should be monitored and evaluated
on a regular basis so that its IT-related business value expectations could be realized and sustained
over time.

6.3 Limits and future research
The conceptual framework propositions require further validation in future research, as we cannot say
with certainty that each proposition is valid beyond the findings from past research that provide their

collective basis. To address this limitation, it would be useful for future research to identify specific
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ITG mechanisms that can be recognized as providing certain micro- foundations for ITG dynamic
competence. Moreover, to validate the propositions that comprise the conceptual framework, a
longitudinal qualitative case-study research could be performed to estimate the effect of ITG as a
dynamic capability competence on organizational performance over time. Semi-structured interviews
with IT directors, business managers, and auditors of information systems can provide significant
insight regarding the nature of the relationships we have proposed. In addition, we suggest the
development of a multidimensional construct of ITG dynamic competence that could be validated
through a quantitative research study and further examined in a nomological network to provide a
better understanding of under what circumstances (e.g. contextual factors) ITG impacts on
organizational performance.

7. Conclusion

In this article, we proposed a conceptual framework to explain the influence of ITG on organizational
performance using dynamic capabilities perspective as a theoretical background. We argue that the
relationship between ITG and organizational performance is more complex than a simple direct effect.
Thus, we posit IT management sophistication and strategic alignment as mediators of this relationship.
The proposed conceptual framework suggests that effective ITG mechanisms contribute to the
development of a dynamic ITG competence, which in turn has an impact on the development of IT
management capabilities and their evolution (i.e. IT management sophistication). Moreover, ITG is
more likely to lead to better organizational performance when IT management capabilities are
developed in line with business strategy suggesting the valuable effect of strategic alignment on
organizational performance.
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