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Abstract Given the extensive history that companies now have with offshore outsourcing and the crit-
ical role that it continues to play, it is vital that we synthesize the many lessons learned and formalize
them into a workable and flexible governance model. A review of the leading academic and practitioner
literature on offshore outsourcing provided the basis for development of nine attributes of best practices/
maturity. These attributes were used further to propose a framework for mature offshore outsourcing
governance. We conducted a case study of a leading U.S.-headquartered multinational company and its
major offshore vendors, some of whom the company had been involved in offshoring with for many years.
By juxtaposing the case study experiences with the disparate literature on offshore outsourcing and IT
governance, a proposed model for mature offshore outsourcing governance emerged.

Keywords IT governance, offshore outsourcing, offshore vendors, IT services

Numerous publications have appeared in recent years on
the topics of governance and outsourcing, as well as spe-
cific subtopics of information technology (IT) governance
and offshore outsourcing. This paper describes a project
designed to use those publications as a basis for compari-
son with a real-world case to identify a model for gover-
nance of offshore outsourcing relationships based on
actual experiences. Publications related to the two topics
are reviewed and compared with a U.S. organization’s
relationships with its offshore vendors of IT services.

Governance

Governance is not a new concern but has become a more
widely discussed topic in recent years as it relates to
issues such as accountability. For example, a corporate
governance website has existed since 1995, with a wide
range of resources including news, forums, education,
library, corporate sites, and other links. One link in its
library provides definitions of corporate governance
from multiple sources. Typical themes in these defini-
tions indicate that governance involves identifying who
is responsible for specific decisions, identifying how the
organization is to be managed, how objectives are identi-

fied and met, how performance is managed, and general
oversight of management (Corporate Governance, 2007).

A more specific governance topic that is now recog-
nized as increasingly important is IT governance, due to
corporate reliance on information systems for many activ-
ities critical to the organization’s success. The IT Gover-
nance Institute® (ITGI™) is a non-profit research entity that
is widely recognized as a leader in providing guidance in
this area. ITGI’s definition indicates that IT governance is:

The responsibility of executives and the board of direc-
tors, and consists of the leadership, organizational struc-
tures and processes that ensure that the enterprise’s IT
sustains and extends the organisation’s strategies and
objectives (IT Governance Institute, 2008).

ITGI’s publication on “Unlocking Value” is designed to
describe for executives the role of IT governance and indi-
cates that the main focus areas are (1) strategic align-
ment with overall goals of the organization; (2)
delivering new value while also maintaining and extend-
ing current value; (3) using IT to help manage business
risk as well as to address IT-related risks; (4) providing
and managing appropriate resources; and (5) measuring
performance in achieving corporate objectives (IT Gover-
nance Institute, 2008).

ITGI was established in 1998 by the Information Sys-
tems Audit and Control Association (ISACA®). ISACA’s
website (www.isaca.org) provides additional resources
related to IT governance. Among the most widely used
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Creating Better Governance of Offshore Services 111

materials are the Control Objectives for Information and
related Technology (COBIT®) guidelines that have become
so well accepted that many supplementary publications
and products have been developed to provide additional
support for use of the guidelines (ISACA, no date).

Included within the COBIT® framework are detailed
control objectives for managing third-party or vendor
services including (1) identification of all supplier
relationships, (2) supplier relationship management, (3)
supplier risk management, and (4) supplier performance
monitoring (COBIT 4.1, 2007).

Another ITGI publication specifically focuses on gover-
nance of outsourcing, and why it is important. For
example, one statement mentions that the client organi-
zation retains accountability even though service deliv-
ery is transferred elsewhere. This definition is included:
“Governance of outsourcing is the set of responsibilities,
roles, objectives, interfaces and controls required to antici-
pate change and manage the introduction, maintenance,
performance, costs and control of third-party-provided
services.” (Governance of Outsourcing, 2005)

Although most of the guidelines do not specifically
address the offshore environment, their guidelines pro-
vide a basis for extending governance of outsourcing to
the offshore arena.

Offshore Outsourcing

Outsourcing has existed for multiple decades. For exam-
ple, organizations of various sizes in the U.S. often choose
to have other firms handle their legal and/or accounting
work for them rather than hiring their own staff, a prac-
tice commonly used for many years. In more recent years,
the concept of outsourcing has been extended to IT activi-
ties, often because of the difficulties, some firms have had
in being able to hire staff to handle their IT needs.

With today’s technology capabilities, a further exten-
sion of IT outsourcing has been the option to outsource
IT activities to firms located in other parts of the world.
An organization desiring to take advantage of skill sets
and lower wages in other countries could decide to set
up their own operations offshore (called “offshoring”), or
they might decide to contract with a separate organiza-
tion in another country (called “offshore outsourcing”),
which represents a combination of outsourcing to
another firm and using a firm in another part of the
world. This practice is not limited to IT activities but is
often described as being related to IT activities due to its
wide use for that purpose. The SearchCIO.com web site
defines offshore outsourcing as “. . . the exporting of
IT-related work from the United States and other devel-
oped countries to areas of the world where there is both
political stability and lower labor costs or tax savings.”
(SearchCIO.com, no date).

One recent survey reports that 65% of U.S. companies
surveyed were sending IT work offshore (Weier, 2007) .
These executives realize that offshore outsourcing today
is not just about employing low-cost labor; it is also
about accessing specific skill sets, creating flexible capac-
ity in costs, and incenting outsourcer performance to
deliver innovative business results. This shift in what
executives expect from offshore outsourcing creates new
risks. They must determine how to build mature client-
vendor relationships that deliver desired outcomes. As
U.S. companies expand their use of offshore services to a
wider range and to more strategic-level projects, these
executives must become even better at vendor gover-
nance; otherwise, the results could lead to unexpected
costs, inability to achieve desired outcomes, and delays
in implementing critical new systems.

Outsourcing research indicates that senior technology
managers are focusing on ways to add more value
through outsourcing by increasing the flexibility and
efficiency of their client-vendor relationships (Reich &
Nelson, 2003). These managers also realize that multiple
sourcing options exist, many of which are equally viable,
thus raising complexity to implementation and execu-
tion decisions (Marcolin & Ross, 2005). The outsourcing
relationship between the client and vendor has been
examined based on an economic view (coordination and
governance of economics agents), a social perspective
(relationship between clients and service providers
regarding issues like power, trust, or culture), and a stra-
tegic management orientation (how organizations
deploy strategy to achieve their goals) (Roy & Aubert,
2002). While considerable literature exists on outsourc-
ing, this literature to date has been limited primarily to
specific factors of selecting and working with vendors,
with only modest consideration of the offshore context.

Offshore outsourcing is growing globally, but it is partic-
ularly prevalent in U.S.-based companies. For example, pub-
lished reports estimate that U.S. companies account for
approximately 70% of the global offshore market and about
80% of India’s offshore clientele (Asher & Nandy, 2007). One
study reports that the most common challenges in offshore
outsourcing include (Ranganathan & Balaji, 2007):

1. Instability because of geo-politics;
2. Mismatch in cultures, values and norms;
3. Protection of intellectual capital;
4. Imperfect information about offshore vendors;
5. Unrealistic expectations on cost savings;
6. Differences in time zones;
7. Location of client and vendor team members;
8. Knowledge transfer difficulties both directions;
9. Layoff and loss of human capital;

10. Disruption of work practices for employees; and
11. Lack of due diligence resulting from offshore

bandwagon mindset.
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112 Simon, Poston, and Kettinger

Given the trend for companies to send more work to
offshore vendors and the challenges of working with
them, it becomes critical that researchers examine the
governance perspective on how to evaluate and sustain
successful long-term relationships between clients and
their offshore vendors. The review of offshore outsourc-
ing literature examined for this paper included over 100
articles, from which 11 key research articles were
selected that clearly identified nine important attributes
of successful client-vendor relationships in long-term off-
shore outsourcing (see Table 1). These nine attributes are
used for further comparisons throughout this paper.

Integration of IT Governance 
with Offshore Outsourcing

The major findings from the 11 selected articles were
synthesized into an integrated view. In Table 2, we out-
line what the literature recommends as a means to tran-
sition to a more mature level of governance to achieve
successful offshore outsourcing client-vendor relation-
ships. These articles indicate that mature client-vendor
relationships are moving toward a highly collaborative
model with the offshore vendor involved as a more stra-
tegic partner and with contracts that tend to be based on
fixed prices. These mature client-vendor relationships use
a variety of communication techniques from face-to-face
exchanges to written documentation, the majority of
vendor staff may be located offshore, trust building tech-
niques are employed, and a variety of work coordination
techniques are used involving formal specifications for
communication, project activities, work requirements,
and management metrics. Mature relationships exhibit a
high amount of information flow, attempt to minimize

communication challenges, and deliver value in a variety
of ways. The literature suggests that mature client-
vendor relationships should have in place governance
methods and techniques addressing each of these
attributes. We identify a migratory governance path to
more mature client-vendor relationships in offshore out-
sourcing of IS services.

In the next section, the practices identified from the
literature on governance and on creating and sustaining
successful offshore outsourcing relationships are com-
pared with interview data gathered from a Fortune 100
organization and three of its major vendors in India to
compare the literature findings with the actual experi-
ences of a large organization. Key findings that incorpo-
rate direct quotes from the client organization and its
offshore vendors are offered to shed light on their best
practices in building successful long-term relationships.
The result is an expansion of the existing outsourcing
best practices to include specific best practices that are
directed toward the offshore environment. The interview
data is also compared with governance documents and
related literature in an effort to develop a proposed gover-
nance model specific to offshore outsourcing relationships.

Case Study Methodology Using a Fortune 
100 Client and its Primary Offshore Vendors

To probe the viability of this prescribed migratory gover-
nance path to more mature and successful client-vendor
relationships in offshore outsourcing, we collected inter-
view data from a Fortune 100 organization and its three
major software testing vendors. We employed an explor-
atory case study methodology to study the attributes of
mature offshore outsourcing relationships in the context

Table 1. Selected Articles on Recommended Offshore Outsourcing Practices

Citation

Relationship Attributes

1. Type of 
Relationship

2. Type of 
Contract

3. Communication 
Methods

4. Vendor 
Staff 

Location
5. Trust Bldg. 

Methods

6. Work 
Coord. 

Methods
7. Info 
Flow

8. Commun.
Challenges 

Experienced
9. Value 
Delivered

Oshri, et al. 2007 X X X X X
Mani, et al. 2006 X
Kaiser & Hawk, 2004 X X X X
Cullen, et al. 2005 X
Carmel, 2006 X
Ranganathan & Balaji 2007 X X X X
Lacity, et al. 2003 X
Rottman & Lacity, 2004 X X
Ross & Beath 2006 X
Gopal, et al. 2003 X
Levina & Ross 2003 X

X = topic covered.
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Creating Better Governance of Offshore Services 113

Table 2. Migratory Governance Path to More Mature Client-Vendor Relationships

1. Type of Relationship—Listed from least mature to more mature relationship:

■ Staff augmentation (transaction exchange)
■ Shared alliance (co-sourcing)—limited volume of work
■ Strategic partnership – greater volume of work

2. Type of Contract—Listed from least mature to more mature relationship:

■ Time & materials
■ Fixed price—smaller pieces of work
■ Fixed price—larger bundles of work
■ Fixed price—based on performance metrics

3. Communication Methods—More mature relationships employ all of the following:

■ Face-to-face
■ Telephone
■ Team meetings
■ E-mail
■ Video conferencing
■ Written documents

4. Vendor Staff Location—More mature relationships have the appropriate mix for the task:

■ % onshore (client location)
■ % offshore (vendor location)

5. Trust Building Methods—More mature relationships exhibit all of the following:

■ Maintain positive reputation through high performance levels
■ Maintain cooperative relationship with client
■ Maintain acceptable level of well-trained certified workforce

6. Work Coordination Methods—More mature relationships adopt:

■ Formal specifications for providing project-related information to appropriate personnel
■ Formal specifications for feedback to personnel regarding project activities
■ Formal specifications to provide client requirements to team
■ Formal specifications of regular project management metrics to go to client

7. Information Flow—Listed from least mature to more mature relationship:

■ Over 75% from client to vendor
■ Between 50–75% from client to vendor
■ Equal amount between client and vendor
■ Between 50–75% from vendor to client
■ Over 75% from vendor to client

8. Communication Challenges Experienced—more mature relationships address all of the following:

■ Cultural differences
■ Different knowledge of business models
■ Geographic separation
■ Time zone differences

9. Value Delivered—More mature relationships find ways to achieve all of the following:

■ Wide range of specialized services
■ Project management expertise
■ Process best practices
■ Economies of scale
■ Technology integration/standardization expertise
■ Knowledge transfer to client
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114 Simon, Poston, and Kettinger

of software testing. Case study interviews are a widely
accepted methodology used to understand relevant con-
cepts and probe to gain deeper understanding of contex-
tual relationships (Eisenhardt, 1989). Case studies are
also valued because they add reality to research theory
(Siggelkow, 2007). Case studies used to frame research in
terms of the importance of a phenomenon are consid-
ered appropriate to use in projects such as this one,
where existing propositions do not exist (Eisenhardt &
Graebner, 2007).

The Fortune 100 organization discussed in this section
will generally be referred to as the “client,” and the third-
party providers will be referred to as the “vendors.” The
client has internally about 5500 information technology
employees, with 3 directors and 14 managers. The area of
the client company’s IT operations with the longest expe-
rience in offshore outsourcing is the software testing
area. Therefore, this area of the client company’s IT sup-
port operation was selected for further examination. The
testing area of the client company has 149 full-time inter-
nal employees who manage 3 to 4 major software
releases of hundreds of new and modified software ver-
sions a year. The testing area has been using offshore
sources for over 10 years. For purposes of this study to
probe the viability of our prescribed migratory path
shown in Table 2, we selected the three largest offshore
outsourcing vendors used for software testing by the cli-
ent, all located in India. One vendor firm has worked
with the client since 1999, another vendor since 2002,
and the third since 2007.

Our data gathering began with the creation of semi-
structured interview protocols comprised of both closed
and open-ended questions based on the migratory path’s
prescriptions. Face-to-face interviews lasting approxi-
mately 1.5 hours were conducted with client and vendor
testing stakeholders at the client site in the U.S. in order
to identify and better understand the issues related to
building mature client-vendor relationships in offshore
outsourcing of software testing. Additional interviews
were conducted at vendor sites in India, followed by con-
firmatory follow-up messages to summarize findings,
conducted through email.

The interview data reported here was gathered from
clients and vendors who performed different levels of
software testing activities. Interview data was tran-
scribed and analyzed by the independent researchers in
order to compare and contrast the relationship
attributes from both the vendor and client perspectives
and to understand what influences the differences in lev-
els of success across vendors. We also reviewed documen-
tation about the client’s system development lifecycle,
various system development process assets (i.e., standard-
ized milestone forms and templates), and the general for-
mat of performance measurements used in the
relationship between the client and its vendors. Some of

the performance measurements used by the client are
described in the next section, followed by a discussion of
findings from our interviews.

Client’s Satisfaction and Maturity Level with 
its Major Offshore Vendors

To understand the level of maturity and success our case
study’s client organization established with its three
major vendors, we examined client satisfaction survey
data to identify vendor trends and perform analyses to
support what constitutes a mature client-vendor rela-
tionship. These data were gathered by the client’s vendor
management office who surveys the testing managers
responsible for working with the three Indian offshore
vendors. While the data covered only a one-year period, it
illustrates a part of their review process and shows the
client opinions of the performance of vendors that have
been providing services for differing lengths of time.

The survey consisted of a set of questions capturing
various relationship attributes. Managers completed the
survey online and were strongly urged to participate. We
provide graphic trend data on the average vendor scores
from 129 responses over the year 2007. The attribute
being reviewed is identified in the graph title, and the
vertical scale represents the six-point Likert-type scale
used, ranging from 1 = Strongly Disagree to 6 = Strongly
Agree. As shown in Figure 1, the satisfaction level with
the work products was initially greater for the vendor
working since 2002, although the level for all three was
about the same at the end of the year, approximately half
way between the starting points at the beginning of the
year.

Regarding knowledge transfer, the vendor since 2002
again had the highest satisfaction level early, but the
other two vendor satisfaction levels improved by the end
of the year (Figure 2).

Figure 1. Satisfaction with work products delivered
per schedule.
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Creating Better Governance of Offshore Services 115

The longest-serving vendor had higher satisfaction
levels throughout the year regarding service level agree-
ment (SLA) measurements. However, its satisfaction level
decreased slightly while the other vendors’ levels
improved (Figure 3).

The vendor since 1999 retained the highest satisfaction
level throughout the year for the capability of adding sug-
gestions for improvements in meeting requirements
(Figure 4). The newest vendor, not surprisingly, was not
able to make much progress on this attribute.

Regarding the vendors’ ability to provide suggestions
for improving quality, time to market, or costs, the satis-
faction levels were quite close at the end of the year for
all three vendors, regardless of years of experience with
the client (Figure 5).

Satisfaction levels for cost efficiency over time had
more variation than some of the other attributes being
evaluated. The longest-serving vendor started the year
with the highest satisfaction level, was overtaken by the
second vendor for part of the year, and the newest vendor
moved up significantly by the end of the year (Figure 6).

A major observation evident in these graphs is that
over time customer satisfaction converges among the
vendors to a similar level. It appears that the client is
leveraging lessons learned in working with one vendor to
use when working with other vendors. In this manner, a
new vendor can be brought on board and brought up to
speed efficiently to reach a mature and successful level of
client-vendor relationship. These findings also further
validated our selection of the client company as an exam-
ple of a firm that has the ability to move and hold its ven-
dors to high levels of satisfaction and cost efficiency, in
essence a firm experienced in exercising the migratory
path to mature client-vendor relationships.

Figure 2. Satisfaction with timeliness of vendor
knowledge transfer.

Figure 3. Satisfaction with service level agreement
performance measurements.

Figure 4. Satisfaction with additional contributions to
implementation process.

Figure 5. Satisfaction with contributions to cost/
product improvements.

Figure 6. Satisfaction with improvements in cost
efficiency.
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116 Simon, Poston, and Kettinger

Offshore Outsourcing Best Practices

To determine best practices directly related to the off-
shore vendor governance environment, we next directly
compared the interview and survey data from the
Fortune 100 client and its three primary Indian offshore
outsourcing vendors with the attributes of successful
mature client-vendor relationships identified in the liter-
ature. Our analyses are generally supportive of the gover-
nance relationship attributes discussed in the literature;
however, numerous lessons learned based on differences
between the attributes promoted in the literature and
our case study are presented below.

The paragraphs below list the nine topics identified in
the migratory governance path (Table 2) and compare
the literature with the case study findings for each topic.

1. Type of Relationship. The literature suggests that
as client-vendor relationships mature, vendors
move from performing staff-augmentation tasks
(narrowly defined repeatable processes) to taking
on more strategic-level tasks at greater volumes of
workload (strategic differentiator). Thus, vendors
move from simply offering a pair-of-hands to per-
form work routines to delivering decision-making
capabilities including the adoption of process
improvements and innovations. From our inter-
views we found this idea supported. However, what
is not emphasized in the literature is the need for
the vendor to continue performing all these work
roles all of the time. One client manager told us:

What I’d like to be able to be do is run that operation [the ven-
dor] just like it is my people. So all along this continuum [from
routine to strategic work] I’m looking for ways that my team
is innovative and they are providing innovative solutions to
drive down unit costs, and I want and I expect nothing less
from the vendor, from the vendor partner, that they will be
doing the same thing.

This topic is further mirrored by a vendor who
explained that they expect the client to engage
them throughout the work processes in order to be
more involved in planning, executing and follow-
ing through on how the work is being accom-
plished. One vendor even suggested that when
economic downturns arise, they would like to be
involved in determining ways to cut costs instead of
having their projects merely cancelled. The vendor
has employees who have built up considerable
knowledge about client operations; if the projects
are cancelled, the vendor must move the staff to
another client’s projects. Thus, regardless of the
level of work being performed by the vendor,
mature client-vendor relationships expect the lines

of separation of companies to become blurred for
any level of work being performed, i.e., routine or
strategic.

2. Type of Contract. The literature suggests that as
client-vendor relationships mature, vendors move
from a time and materials based contract to a fixed
price contract with performance metrics. From our
interviews we found this idea supported. However,
what is not emphasized in the literature is that the
contract is less important than the relationship
between the client and the vendor. One client man-
ager told us regarding his preference for a time and
materials or fixed price contract:

If I have to build a contract where I think ahead of time what
is going to happen in 6 months or a year or 18 months, I can-
not see that far out. It is too dynamic. So I need a relationship
that is more mature that says I understand these things are
going to change and as a part of our working together we are
going to work with you on these types of things.

Feedback from the vendors was identical. In mature
offshore outsourcing relationships, a contract is in
place using time and materials or fixed price
approaches as needed but only as a legal require-
ment in case the relationship gets into trouble. Fur-
thermore, a mature client-vendor relationship is
not about the contract, it is about communication
and trust between the parties to work in mutually
beneficial ways.

3. Communication Methods. The literature sug-
gests that as client-vendor relationships mature,
they use a variety of communication techniques
from face-to-face contact to formal documentation.
Our interview data supported this finding. About
communication, one client manager told us:

It is multi-modal, not just written and/or formal. But really on
a continuum, it is all of those things. . . . Formal ways are used
in the beginning of the relationship, then more informal and
more different ways are used later to get the message through.

Vendor feedback was quite similar and emphasized
that video conferencing was a new phenomenon
and not as widely used as is planned in the future.
Thus, a mature client-vendor relationship involves
using a variety of communication media as needed,
with the strength of the relationship supporting
the effectiveness of all the types of communication
used.

4. Vendor Staff Location. The literature suggests
that as client-vendor relationships mature, more
offshore vendor staff and less onshore vendor staff
are involved. This concept is confirmed by our data;
the most recent ratio reported for the most mature

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
N
T
L
 
I
n
f
o
r
m
a
t
i
c
s
 
C
e
n
t
r
e
 
L
i
b
r
a
r
y
]
 
A
t
:
 
0
8
:
3
3
 
2
 
S
e
p
t
e
m
b
e
r
 
2
0
0
9



Creating Better Governance of Offshore Services 117

client-vendor relationship in our case study of vendor
employees working for this client was at 15% onshore
and 85% offshore. One client manager told us:

At first you start out with vendor presence as high on-site, in
order to set up the work, then they move more offshore once
the vendor shows that it is working. But that can change
depending on other variables. . . . If the vendor moves to han-
dling more high level [strategic] work, you move more work
back onshore, and it forms a U-shaped curve. If the vendor
doesn’t move up in the level of work they are doing, you level
off with more workers offshore.

However, the literature fails to emphasize the impor-
tant role the onshore vendor employees play. One
vendor manager states that to achieve the cost sav-
ings it is important to move work offshore as much
as possible, but he also said that, “The onsite folks know
what we [the vendor] are capable of doing, so they watch for
opportunities to approach the client to ask them to allow us
to help them.” Another vendor manager told us:

It is important for us to have knowledge in order to continue
to work and grow the work. We need to have knowledge deliv-
ered back to us in India from those onshore in order to man-
age the client’s expectations. We need to know what our
client’s business needs are so we can prioritize the work. Onsite
people participate in client meetings in order to do this.

The third vendor manager told us, “The onsite team
makes or breaks the relationship. They have the increased
visibility into the client operations. They create the friend-
ships and insights needed to find new ideas. This relation-
ship grows slowly over time.” Thus, mature client-
vendor relationships move as much work offshore
as possible but place significant value on those ven-
dor employees that remain onshore. The onshore
staff are directly responsible for the strength of the
client-vendor relationship and future value that the
relationship brings to each organization.

5. Trust Building Methods. The literature suggests
that in mature client-vendor relationships the ven-
dor maintains a positive reputation through high
performance levels, a cooperative relationship with
the client, and an acceptable level of well-trained
certified workforce. Additional techniques involve
periodic feedback and meetings to discuss objective
performance data, common processes and termi-
nology, shared goals, good team dynamics, fair
treatment, and consistency of who is performing
what roles. Our interview findings corroborate the
literature that trust building techniques are useful.
One client manager stated:

In both private and public meetings, I tell everyone the rela-
tionship is more important than the contract. I tell them that

how both sides respond is what matters. . . I am making
assessments all along the way. As I’ve gotten more comfortable
with my job, it has become easier to determine where I can
have this flexibility to watch what happens versus step in and
fix the problem.

6. Work Coordination Methods. The literature sug-
gests that mature client-vendor relationships adopt
several formal specifications of providing informa-
tion to each party including establishing specific
service level agreements (SLAs). Our findings sup-
port these ideas that work coordination techniques
and SLAs are valuable. One client manager further
emphasizes:

[formal specifications and] SLAs are just a means to an end.
The end is getting all the work done and with continuous
improvements. It helps us [client and vendor] to define this. It is
the best way to define it. . . . It is a sign of a mature relationship
when both parties understand the goals of the relationship.

One vendor manager stated:

At our own cost, we work extra hours, have moved to more
automation, created a leadership level dashboard, which was
necessary for us to meet our SLA targets. . . . To invest in new
ideas, we have to have a stake in it. Fixed price contracts with
SLAs cause us [vendors] to innovate.

7. Information Flow. The literature suggests that as
client-vendor relationships mature, the informa-
tion flow changes over time from mostly going
from the client to vendor to the reverse where the
vendor is delivering more value. Our findings sup-
port these ideas to some extent but suggest that it is
not so much the direction that changes, as the
amount and types of information exchanged. One
client manager states:

Definitely you share more as the relationship matures. But this
is a sticky area with intellectual property issues. . . Recently I
gave a vendor some very important and sensitive data, which
would hurt the brand if it were released to the public. They are
under a non-disclosure agreement, but if a malicious vendor
wanted to share it, it would be difficult to prove what hap-
pened. If I don’t take the risk to share it though, there is no
benefit. I can be conservative and not share, which is a sign of
an immature relationship. The more mature it is, the more
risks are taken.

As the vendor becomes more of a strategic partner and
offers more innovative solutions, mature client-ven-
dor relationships reap the rewards of trusting each
other to achieve better and better desired outcomes.

8. Communication Challenges Experienced. The
literature suggests that mature client-vendor
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relationships adopt ways of overcoming communi-
cation challenges related to cultural differences,
different knowledge of business models, geo-
graphic separation, time zone differences, etc. Our
findings support the literature indicating that com-
munication challenges exist and that techniques to
mitigate them are useful. One client manager
states:

These are big. Everyone thinks it is a timing issue, which is
true, but there are more subtle things. The culture differences
are significant. They [the vendors] say ‘yes’, when they mean
‘no’. . . . Communications problems are sometimes handled
through using our own employees who we have hired who are
Indian. These folks help translate what is going on. Or we
revert to formal communications, say, ‘I’m not understanding
you, please put it in an email to me’. We use these methods to
clarify communications. But we also have formal status
reporting that is color coded for problems.

One vendor manager explained,

The onsite person helps make sure there is no miscommunica-
tions. We have to have the right person in place as the cus-
tomer facing contact. We don’t want the client to get shocked.
We try to anticipate what information the client would need.
A senior onsite person will know the political scenario and
when things change at the client and can communicate it back
to us in India.

9. Value Delivered. The literature suggests that more
mature relationships have greater economies of
scale, technology integration and standardization
expertise, and knowledge transfer back to the cli-
ent. Our findings supported the literature, with the
client and vendors in our case all indicating that
specific efforts are being made to expand and
improve the value delivered. One vendor manager
explained:

Ideas come from 90% evolution (incremental ideas of
improvement) and 10% new breakthrough processes. When a
process needs improvement, we hire consultants (say, an
investment banker for a financial services client) and they
bring skills beyond testing that reflect the business context to
help. We have to have visibility of how the business works.
We need to have information about the entire eco-system so
we can foster innovations. We have to have visibility to know
the current ways the client is doing things in order to sug-
gest improvements.

In summary, findings from our interviews and the cus-
tomer satisfaction survey generally supported the litera-
ture in the importance of the nine attributes to a
successful long-term client-vendor relationship. We also
identified several additional topics of specific value for
offshore outsourcing success over the long term. These

nine attributes all point to the importance of IT governance
as a critical aspect of successful offshore outsourcing.

Mature Offshore Outsourcing Governance

IT governance literature and observations from our case
study reveal that two very important control objectives
of successful offshore outsourcing governance of mature
relationships are (1) relationship management and (2)
performance monitoring. Relationship management
involves having a formal process for each provider, with
a focus on relationships based on trust and transparency.
Performance monitoring deals with having a process
that monitors each provider’s ability to follow agree-
ments in contracts and SLAs on a competitive level and
to meet the business requirements of the client. These
observations have been codified and represented in best
practice guidelines such as the COBIT® framework
mentioned above. The guidelines typically include other
topics as well, e.g., the identification of supplier relation-
ships and supplier risk management; however, our case
study data suggested that these two topics are more rele-
vant in earlier stages than in mature relationships.

While considerable reference work exists in the IT
field to guide a deeper understanding of governance
mechanisms, we believe the framework proposed by
Weill (2004) best describes the relationship management
and performance monitoring in offshore outsourcing
governance. Peter Weill is Director of the MIT Sloan Cen-
ter for Information Systems Research and well respected
in the area of IT governance. He is the author of award-
winning publications including books, journal articles,
and case studies. He also advises corporations and gov-
ernments on issues of IT governance. Weill’s (2004) six
archetypes illustrate how relationship management and
performance monitoring work and include:

■ Business Monarchy: Senior business executives make
the major IT decisions for the enterprise.

■ IT Monarchy: The top IT professionals make the IT
decisions.

■ Feudal: Local leaders, e.g., business unit or region,
make their own decisions to optimize their local
needs.

■ Federal: Represents coordinated decision making
involving at least two levels of the business hierarchy.

■ IT Duopoly: Decisions represent agreement between
IT executives and one business group.

■ Anarchy: Individuals or very small groups make
their own decisions based only on their own needs.

In Table 3, we develop a 2 × 2 matrix that includes the pri-
mary topics of relationship management and performance
management and the issues related to trust/transparency
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and contract/SLA maturity. Based on the literature, we map
four of the archetypes of IT governance to these varying off-
shore outsourcing settings to explore how governance
works in this milieu. Below are general descriptions of the
four blocks representing the archetypes.

Anarchy: When relationship management involves a
low degree of trust and transparency and performance
monitoring involves immature contracts and SLAs, nei-
ther party is comfortable with the other party, and
expectations for performance are unclear. This situa-
tion leads to a state of IT governance anarchy, where all
parties are out for their own best interest.
Federal: When relationship management involves a
high degree of trust and transparency but perfor-
mance monitoring still involves immature contracts
and SLAs, the parties are comfortable working with
each other but expectations for performance remain
unclear. Each party is left on their own to figure out
what performance is expected of them, leading to a
state of IT governance that is federal in nature. Both
parties work together in a trusting and open manner
but set their own guidelines for performance.
IT Monarchy: When relationship management
involves a low degree of trust and transparency but
performance monitoring involves mature contracts
and SLAs, neither party is comfortable with the other
party but expectations for performance are very clear.
Here the client has set forth and the vendor has
agreed to specific performance goals. The client’s IT
department typically dictates the terms and the ven-
dor is left to perform to the terms and conditions of
the contract. The contract becomes vital because the
level of trust and transparency is low, thus the state of IT
governance is an IT monarchy established by the client.
IT Duopoly: When relationship management
involves a high degree of trust and transparency and
performance monitoring involves mature contracts
and SLAs, both parties are comfortable in working
with the other party and expectations for perfor-
mance are very clear. Here the client has set forth and
the vendor has agreed to specific performance goals,

and each is empowered to make it happen. The cli-
ent’s IT department sets the terms, but given the high
level of trust and transparency there is flexibility in
the terms for each party to perform as they see best.
Thus the state of IT governance is a duopoly between
client and vendor working together to share, inno-
vate, and create optimized business processes.

To expand on Table 3’s comparison of archetypes
involving maturity, the nine attributes identified previ-
ously are listed again below, with a brief description of
expectations for each to be at a mature level.

1. Type of relationship: More mature governance
involves vendors taking on more strategic levels of
tasks that would not be possible without trust and
transparency between the two parties.

2. Type of contract: Mature governance involves
more fixed-price contracts that include perfor-
mance measures that are agreed upon by both
parties.

3. Communication methods: More mature gover-
nance includes a wider variety of communication
methods that may include some less formal meth-
ods than are appropriate for early stages.

4. Vendor staff location: More mature relationships
require a lower level of onshore vendor staff.

5. Trust building methods: The two parties work
cooperatively in mature relationships, e.g., they
develop shared goals, review performance data
together objectively, and develop a team atmo-
sphere across both parties.

6. Work coordination methods: Well-defined
specifications that work toward continuous
improvement are found in mature governance rela-
tionships.

7. Information flow: With mature governance,
increased sharing of information is found, includ-
ing a wider range of information types.

8. Communication challenges experienced:
Mature governance includes effective methods for
dealing with challenges such as time zone differ-
ences, cultural differences, etc.

9. Value delivered: More mature governance
includes greater economies of scale with more
innovation added by vendor staff.

Findings Specific to Offshore Outsourcing 
Governance

Previous sections described the literature related to IT
governance and offshore outsourcing, followed by a com-
parison of that information with case study findings. In
this section, we summarize our overall findings.

Table 3. Proposed Archetypes for Offshore Outsourcing 
Governance

Performance Monitoring

Immature 
Contracts 
and SLAs

Mature 
Contracts 
and SLAs

Relationship 
Management

High Trust and 
Transparency

Federal IT Duopoly

Low Trust and 
Transparency

Anarchy IT Monarchy
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Related to a governance model in general, our data
indicated that relationship management and perfor-
mance monitoring are two critical components of IT
governance. Our case study data of offshore vendor gov-
ernance also indicated a tendency to use a business mon-
archy style for determining business application needs.
While similarities in governance exist between in-house
IT governance of high performing firms, business appli-
cation needs mainly were dictated by the business in our
offshore outsourcing case study environment.

Our case study findings related to the nine topics iden-
tified in the proposed migratory governance path to
more mature client-vendor relationships were discussed
above in detail and some major findings are summarized
below. We found that although practices for long-term
success and maturity in offshore outsourcing and IT gov-
ernance strategies have many similarities to general
practices found in the literature, our case study identi-
fied several practices that may need more management
emphasis in the offshore environment, including:

1. Type of relationship: Vendors in mature relation-
ships need to provide decision-making capabilities
at all times, as if they were client employees.

2. Type of contract: The type of contract appears to
be less important than the development of a
mature relationship.

3. Communication methods: Use of a variety of
communication techniques is critical to the devel-
opment of mature offshore relationships, and new
technologies such as video conferencing should be
considered for adoption if they help to provide
more effective communications.

4. Vendor staff location: Much of the work may be
moved offshore, but emphasis should be placed on
the onsite vendor employees’ importance to the
relationship’s success.

5. Trust building methods: One goal is to build a
cooperative, collaborative, trusting relationship
between a client and its vendors over time through
strong service-delivery performance and transpar-
ency in working together.

6. Work coordination methods: Mature offshore
relationships adopt specific SLAs with the goal of
achieving continuous improvements in shared
business processes.

7. Information flow: The direction of information
flow does not change as much as the amount and
types of information that is exchanged.

8. Communication challenges experienced: Issues
exist for both the client and vendor, and both sides
need to work continually to provide techniques to
avoid miscommunications in various situations.

9. Value delivered: Both sides of the client-vendor
relationship promote and expend efforts to

expand and improve the value derived from the
relationship.

Contributions Relevant for Managers 
and Researchers

Our study contributes to the governance of outsourcing
in an offshore arena. Our study outlines a refined migra-
tory governance path to more mature client-vendor rela-
tionships and a proposed governance structure to
traverse this path. This governance path suggests that
both client and vendor managers who desire to attain
more mature client-vendor relationships need to develop
highly collaborative trusting relationships, with the off-
shore vendor involved as a more strategic partner. Also,
both client and vendor managers should use a variety of
communication techniques, locate the majority of ven-
dor staff offshore, employ trust building techniques, and
use a variety of work coordination techniques from for-
mal communication rules to specific management met-
rics. Both client and vendor managers should encourage
a high amount of information flow, attempt to minimize
communication challenges, and deliver added value in a
variety of ways.

Managers seeking to improve their governance mech-
anism should recognize that relationship management
involving high trust and transparency along with perfor-
mance monitoring involving mature contracts and SLAs
leads to a duopoly-style governance structure. While
other types of governance may exist as illustrated
in Table 3, the optimal archetype for an offshore out-
sourcing governance model is when both parties are
comfortable in working together and expectations for
performance are clear. In a duopoly-style governance
structure, client managers set forth and vendor manag-
ers agree to specific performance goals, and both work
together to achieve these goals. In this state of IT gover-
nance, a duopoly between client and vendor creates an
environment where each party is working together to
share, innovate, and create optimized business processes.

As offshore outsourcing continues to grow in its adop-
tion, client-vendor relationships must strive to achieve
more mature governance levels. In doing so, managers
from both the client and the vendor side should keep in
mind the combined need to adopt the best practices illus-
trated in the migratory governance path to more mature
client-vendor relationships (i.e., type of relationship, type
of contract, communication methods, vendor staff loca-
tion, trust building methods, work coordination meth-
ods, information flow, communication challenges
experienced, and value delivered). Moreover, transcend-
ing the governance path to more mature relationships
should be accomplished while simultaneously adopting
the appropriate IT governance style, keeping in mind

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
N
T
L
 
I
n
f
o
r
m
a
t
i
c
s
 
C
e
n
t
r
e
 
L
i
b
r
a
r
y
]
 
A
t
:
 
0
8
:
3
3
 
2
 
S
e
p
t
e
m
b
e
r
 
2
0
0
9



Creating Better Governance of Offshore Services 121

that this may involve different styles for different major
IT decisions. This includes the need to adopt a duopoly
and features the need to develop high trust and transpar-
ency in relationship management as well as mature con-
tracts and SLAs in performance monitoring.

Limitations of this Research

This research expands the IT governance research to the
specific area of offshore outsourcing. However, this ini-
tial study based on a real-world case has some limita-
tions. Although the client organization is a large firm
with extensive experience in offshore outsourcing, the
study represents only the experience of that one organi-
zation. However, the study was not single-client, single-
vendor but included data from the client’s three major
vendors.

The client’s three major vendors are all located in
India, so it is not representative of IT governance issues
of offshore outsourcing worldwide. Also, this organiza-
tion’s lengthy experience in offshore outsourcing
involves the specific area of software testing, so it is not
representative of the entire range of IT services that
might be appropriate for other organizations to consider
for offshore outsourcing opportunities.

While the use of a client organization with significant
experience in offshore outsourcing was necessary for this
initial study of mature IT governance in this arena, a
mature client such as this one is focused primarily on
relationships and performance monitoring. Less mature
organizations would have a need for information on
other topics such as decisions related to selecting ven-
dors and studying vendor risk than was available for
study with this mature client.

Potential Future Research

The limitations outlined above serve as a starting point
for expansions of this research. For example, additional
real-world cases that could be added to this data would
provide verification or possible expansion of the pro-
posed governance maturity model. Expansion to cases
involving additional types of IT services would also be
useful. A greater range of vendor locations would be
quite valuable for future comparisons.

These additional studies could test further the pro-
posed migratory governance path (Table 2). Also of value
would be further studies of the appropriateness and
applicability of the proposed archetypes related to rela-
tionship management and performance monitoring
(Table 3).

The comparison of literature on IT governance and off-
shore outsourcing with the experiences of a Fortune 100

organization as a mature client provides a good founda-
tion for further studies to explore and further identify
additional guidelines unique to offshore outsourcing
governance.
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An Exploratory Study into IT Governance Implementations 
and its Impact on Business/IT Alignment

IT Governance Implementations and its Impact on Business/IT Alignment Steven De Haes and Wim Van Grembergen
University of Antwerp Management School, University of Antwerp, Antwerp, Belgium

Abstract IT governance is one of these concepts that suddenly emerged and became an important
issue in the information technology area. Many organisations started with the implementation of IT
governance to achieve a better alignment between business and IT. This paper carries interpretations
regarding important existing theories, models, and practices in the IT governance domain and presents
research questions derived from it. Next, multiple research strategies are triangulated in order to explore
how organisations are implementing IT governance and to analyse the relationship between these imple-
mentations and business/IT alignment. The major finding is that business/IT alignment maturity is
higher when organisations are applying a mix of mature IT governance practices.

Keywords IT governance, business/IT alignment, exploratory research

In many organisations, information technology (IT) has
become crucial in the support, sustainability, and growth
of the business. This pervasive use of technology has cre-
ated a critical dependency on IT that calls for a specific
focus on IT governance. IT governance consists of the
leadership and organisational structures and processes
that ensure that the organisation’s IT sustains and
extends the organisation’s strategy and objectives (ITGI,
2003; Van Grembergen, 2001).

Today, IT governance is high on the agenda and many
organisations are implementing IT governance practices
into day-to-day operations. Once a specific IT governance
model is chosen and implemented, it should, as indicated
in the above definition, enable that IT sustains and
extends the business goals, or in other words, enable that
IT is aligned to the business needs (business/IT alignment).

The IT governance implementation challenge and the
subsequent impact on business/IT alignment constitute
the core domain of this research. This practice-oriented
research focus is relatively unexplored in academic liter-
ature. Many research projects focused on the impact of
specific contingencies, for example centralised versus
decentralised governance structures (Ahituv et al., 1989;
Brown and Magill, 1994) and on how strategic alignment
impacts business performance (e.g., Bergeron et al., 2009;
Teo and King, 1999). However, less research can be found

on how organisations are effectively implementing IT
governance in day-to-day practice and what the impact is
of the IT governance implementation on business/IT
alignment. Via this research, we want to contribute to
new theory building in the IT governance domain of
knowledge and assist practitioners by providing more
guidance on how IT governance can be effectively imple-
mented. This research paper aims to comply with the
concept of “consumable IS research,” as put forward by
O’Keefe and Paul (2000), being both academically rigor-
ous and relevant to practice.

Defining the Research Questions

Two research questions (RQ) are put forward in this
paper, as visualised in Figure 1, and discussed below.

RQ1: How are Organisations Implementing 
IT Governance?

As proposed by work from amongst others Peterson
(2003), Weill and Ross (2004), Peterson et al. (2002), and
Van Grembergen et al. (2003), IT governance can be
deployed using a mixture of various structures, processes,
and relational mechanisms. IT governance structures
include “structural (formal) devices and mechanisms for
connecting and enabling horizontal, or liaison, contacts
between business and IT management (decision-making)
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124 De Haes and Van Grembergen

functions” (Peterson, 2003) (e.g. steering committees). IT
governance processes refer to “formalisation and institu-
tionalisation of strategic IT decision making or IT moni-
toring procedures” (Peterson, 2003) (e.g. IT balanced
scorecard). The relational mechanisms finally are about
“the active participation of, and collaborative relation-
ship among, corporate executives, IT management, and
business management” (Peterson, 2003) (e.g., training).
Relational mechanisms are crucial in the IT governance
framework and paramount for attaining and sustaining
business/IT alignment, even when the appropriate struc-
tures and processes are in place (Keill, 2002; Callahan &
Keyes, 2003; Weill & Broadbent, 1998, Henderson et al.,
1993). It is important to recognise that each of the
applied processes, structures, and relational mechanisms
serve specific or multiple goals in the complex align-
ment challenge. However, dividing the IT governance
framework into smaller pieces, and solving each problem
separately, does not always unravel the complete prob-
lem (Peterson, 2003). An holistic approach towards IT
governance acknowledges its complex and dynamic
nature, consisting of a set of interdependent subsystems
(processes, structures, and relational mechanisms) that
deliver a powerful whole (Sambamurthy & Zmud, 1999;
Peterson, 2003).

RQ 2: What is the Relationship Between 
IT Governance and Business/IT Alignment?

As indicated earlier, the goal of IT governance is achiev-
ing a better alignment between the business and IT
(Van Grembergen et al., 2003; ITGI, 2003). The ultimate
question therefore is whether the implemented IT
governance processes, structures, and relational mech-
anisms enable the achievement of business/IT align-
ment. Business/IT alignment is a complex construct
and many studies and publications attempted to unravel
this concept. A well-know model for business/IT alignment

is the Strategic Alignment Model (SAM) of Henderson
et al. (1993), addressing the required balance between
business strategies, IT strategies, business processes, and
IT processes. Other researchers have complemented this
model with additional insights (e.g., Avison et al., 2004;
Feuer et al., 2000, Maes, 1999) and have offered more
specific business/IT alignment definitions such as “the
degree to which the information technology mission,
objectives and plans support and are supported by the
business mission, objectives and plans” (Sabherwahl &
Chan, 2002). However, in a more recent publication Luft-
man and Rajkumark (2007) point out that “many align-
ment definitions in literature are frequently focused
only on how IT is aligned (e.g., converged, in harmony,
integrated, linked, synchronized) with the business.
Alignment must also address how the business is aligned
with IT. Alignment must focus on how IT and the busi-
ness are aligned with each other; IT can both enable and
drive business change.” For this research, we strongly
adhere to the concepts of the Strategic Alignment Model
(Henderson et al., 1993), focusing on aligning both strate-
gies and operational processes, and acknowledge the bi-
directional nature of alignment as put forward by Luft-
man and Rajkumark (2007).

By examining the relationship between IT governance
and alignment, we respond to a need in this research
field, which was reported by Chan and Reich in 2007. In
their research, they provide a literature review of the
alignment domain until now and conclude that more
research and exploration is required into the means or
antecedents of alignment. They also stress it is important
to not only list potential antecedents of alignment (as
other research efforts did), but to also identify relation-
ships between them and towards alignment (Chan &
Reich, 2007). One of the goals of this research is indeed to
identify a set of antecedents in terms of structures,
processes, and relational mechanisms, to position these
antecedents into a holistic system and to explore the
relationship towards alignment.

Defining the Research Scope

It is recognised that, in order to maintain a sufficient
level of internal validity within this research project, the
research scope needs to be narrowed. This focus on inter-
nal validity builds on the work of Cook and Campbell
(1979) who state that there is always a balancing act
between different types of validity. They argue, “for inves-
tigators with theoretical interests our estimate is that the
types of validity, in order of importance, are probably
internal, construct, statistical conclusion, and external
validity . . . The priority ordering for many applied research-
ers is something like internal validity, external validity,
construct validity of the effect, statistical conclusion

Figure 1. Research framework.
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validity, and construct validity of the cause” (Cook &
Campbell, 1979). As this research can be categorised as
applied research, the primary focus is on internal validity.

In the first place, it is acknowledged that the use of IT
governance practices might be different in different types
of industries. Therefore, the main focus of this research
is only on one sector, more specifically the financial
services sector. The choice of the financial services sector
is made because, amongst different industries, financial
services, together with manufacturing and retailing, is
the first industry to use information technologies and as
such is already more matured in these domains, making
empirical research interesting (Chiasson & Davidson,
2005).

The scope was also reduced in geographic terms and
regarding size of organisations. To avoid cultural differ-
ences between regions worldwide and contingencies
related to the size of the organisations, it was decided to
only focus on typical Belgian financial services organisa-
tions with headcounts ranging from 100 (mid-size) to
over 1000 (large-size) employees.

The final scope reduction focuses on the organisa-
tional level of IT governance practices. As indicated by
Van Grembergen et al. (2003), IT governance is situated at
multiple layers in the organisation: at strategic level
where the board is involved, at management level within
the C-suite and senior management layer and finally at
the operational level with operational IT and business
management. However, Peterson (2003) makes a clear
distinction between IT governance and IT management.
He states that IT management is focused on the effective
and efficient internal supply of IT services and products
and the management of present IT operations. IT gover-
nance in turn is much broader, and concentrates on per-
forming and transforming IT to meet present and future
demands of the business (internal focus) and business
customers (external focus). This “higher-level” focus of IT
governance is confirmed in the IT governance definition
of ITGI (2003), which states “IT governance is the respon-
sibility of executives and the board of directors.” Based
on these considerations, we will discard the operational
oriented level, which according to Peterson (2003) maps
to IT management instead of IT governance.

Research Methodology and Approach

Because research in the domain of IT governance imple-
mentations and its relationship with business/IT align-
ment is in its early stages and theoretical models are
scarcely available, the nature of this research is explor-
atory rather than hypothesis testing. Indeed, the concept
of IT governance, as it is understood now, only emerged
in the late nineties (De Haes & Van Grembergen, 2006;
Weill & Ross, 2004), and there has been little research

material developed on which we can build. The latter is
not only true because it is a new research domain, but as
denoted by Benbasat and Zmud (1999), “generally, IS
researchers have been less successful than their col-
leagues in other business school disciplines in develop-
ing a cumulative research tradition. Without such
cumulative results, it becomes difficult, if not impossi-
ble, to develop and assess strong theoretical models such
that prescriptive actions can confidently be suggested for
practice.” By exploring this research domain in detail, we
want to contribute to creating a basis for future research,
by exploring models and generating potential hypothe-
ses to be tested.

Exploratory research often builds on secondary
research, “such as reviewing available literature and/or
data, or qualitative approaches such as informal discus-
sions with consumers, employees, management or com-
petitors, and more formal approaches through in-depth
interviews, focus groups, projective methods, case
studies or pilot studies” (Ryerson, 2007). Our research
strategy therefore also triangulates between multiple
different research methods: literature research, pilot
case research, Delphi method research, benchmark
research and extreme case research. This triangulation
enables us to obtain a richer insight in reality, as also
advocated by Mingers (2001): “. . . different research
methods focus on different aspects of reality and there-
fore a richer understanding of a research topic will be
gained by combining several methods together in a sin-
gle piece of research or research program.” The different
research methods and phases are visualised in Figure 2
and described below.

Figure 2. Research process.
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Literature and Pilot Case Research

The research process started with exploring the research
domain and defining the research questions through a
detailed literature research in the domain of business/IT
alignment and IT governance. The focus was on defining
and refining the research questions and on finding an
initial list of structures, processes, and relational mecha-
nisms that organisations can leverage to implement IT
governance. At this moment, the research was not yet
scoped down to only the Belgian financial services sector.

To complement the list of IT governance practices
found in the literature, pilot cases were described. These
cases consisted of one in-depth case and five mini-cases
and are based on multiple interviews with both business
and IT managers (Table 1).

Delphi Research

In further completing the initial list of IT governance
practices and specifying it for the Belgian financial
organisations, the Delphi research methodology was
leveraged. The Delphi method can be characterized “as a
method for structuring a group communication process
so that the process is effective in allowing a group of indi-
viduals, as a whole, to deal with a complex problem”
(Linstone & Turoff, 1975). This method is particularly
suited as a methodology for this research as “the Delphi
method technique lends itself especially well to explor-
atory theory building on complex, interdisciplinary
issues, often involving a number of new or future trends”
(Akkermans et al., 2003). An expert panel was composed of
29 consultants—senior IT and senior business professionals—
who are all knowledgeable about organisations operat-
ing in the Belgian financial services sector. From this
group, 22 experts continued to be involved in the full
Delphi research effort (25% drop off rate), with six senior
business/audit managers, eight senior IT managers, and
eight senior business/IT consultants.

Using the Delphi method, these financial services
sector experts needed to complete questionnaires in
three consecutive rounds. Similar to the Delphi research
work of Keill et al. (2002), the Delphi research started

from a predefined set of IT governance practices based on
findings of the literature research and the in-depth
exploratory case research. In the first round, the respon-
dents were asked only to provide their feedback on the
predefined list of practices, giving them the opportunity
to make recommendations to add, change, or delete
some of the practices. The focus of this first round was on
validating the predefined list of practices specifically for
the financial services sector, so no other input or feed-
back was requested at this stage. In the second round, the
respondents were asked to rate on a scale of zero to five,
for each of the reviewed IT governance practices, the
“perceived effectiveness (0 = not effective, 5 = very effec-
tive) and the “perceived ease of implementation” (0 = not
easy, 5 = very easy). The respondents were also asked to
provide the top 10 most important IT governance prac-
tices, taking the previous attributes (effectiveness - ease
of implementation) and their personal experience into
account. In their opinion, these are crucial elements or a
minimum baseline of an optimal IT governance mix (the
most important practice score 1, the second most impor-
tant score 2, the 10th most important score 10). In the
third and final round, the respondents were asked to re-
evaluate their own scores from round two, considering
the group averages. The goal of this round was primarily
to come to a greater consensus in the group. At the end
of the third round, the degree of consensus between the
experts was measured leveraging Kendall’s W coefficient
(Schmidt & Roy, 1997; Siegel, 1998), specifically for the
question on the minimum baseline. Schmidt & Roy
(1997) offer an interpretation of Kendall’s W, indicating
that the reached level of consensus in this research of
0.53 can be considered moderate providing a fair degree
of confidence in the results.

Business/IT Alignment Benchmarking

The following research step was aimed at measuring
business/IT alignment in a sample of Belgian financial
services organisations. To achieve this measurement, 13
organisations were contacted, of which 10 committed
to participate. In each organisation, it was asked that
five to ten senior business and IT managers complete a
questionnaire measuring business/IT alignment matu-
rity. This questionnaire was based on an instrument
already used in previous research of Luftman (2000)
and Cumps, Viaene, Dedene, and Vandenbulcke (2006)
and later validated by Sledgianowski, Luftman, and
Reilly (2006). The latter validation work resulted in
an “assessment instrument based on a model using
multiple criteria and multiple levels to represent differ-
ent degrees of alignment, from less mature to more
mature” (Sledgianowski, Luftman, & Reilly, 2006).
The assessment instrument covers 22 questions in six

Table 1. Exploratory Pilot Case Studies

Company Industry # Interviewees

KBC (in-depth case) Finance 6
Vanbreda (mini case) Insurance 3
Sidmar-Arcelor (mini case) Steel 2
CM (mini case) Insurance 3
AGF Belgium (mini case) Insurance 2
Huntsman (mini case) Chemicals 2
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domains: communication, competency and value mea-
surement, governance, partnership, scope and architec-
ture and skills. Each question had to be rated on a scale
from zero to five.

Extreme Case Research

From the established business/IT alignment bench-
mark, extreme cases were selected for further case
study investigation. Extreme cases research is particu-
larly useful “to obtain information on unusual cases,
which can be especially problematic or especially good
in a more closely defined sense” (Flyvbjerg, 2006). The
two organisations with the highest alignment matu-
rity, and the two organisations with the lowest
alignment maturity, were retained for further analy-
sis. Having four case organisations was found to be
sufficient to allow for in-depth cross-case analysis, as
also argued by Eisenhardt (1989): “With fewer than
4 cases, it is often difficult to generate theory with
much complexity. . . . With more than 10 cases, it
quickly becomes difficult to cope with the complexity
and volume of the data.”

Within each of those extreme cases, a workshop was
organised (two to three hours meeting) with a senior
IT and senior business manager to investigate what the
maturity was of the used individual IT governance

practices within the case organisation. These work-
shops were structured according to the list of
33 IT governance practices as defined earlier in the
Delphi research. During the workshop, the partici-
pants were asked to come to a consensus regarding the
maturity for each of the 33 practices. This maturity
assessment was based on a generic maturity model
(Table 2) as proposed by the IT Governance Institute
(ITGI, 2003), providing a scale from 0 (non-existent) to
5 (optimised).

Comparing Extreme Cases

The data collected in the previous step allowed for
detailed cross-case analysis, looking for causes that could
explain why some organisations achieved a higher busi-
ness/IT alignment score compared to other organisations.
Comparisons were made between the high and low per-
formers in terms of the mix of IT governance practices
applied and in terms of the maturity of each of these
practices.

Research Results and Discussion

This section will discuss the results of each of the
research steps.

Table 2. Generic Maturity Model

■ 0 Non-existent.
Complete lack of any recognisable processes. The enterprise has not even recognised that there is an issue to be addressed.

■ 1 Initial/Ad Hoc.
There is evidence that the enterprise has recognised that the issues exist and need to be addressed. There are, however, no standardised 
processes; instead there are ad hoc approaches that tend to be applied on an individual or case-by-case basis. The overall approach to 
management is disorganised.

■ 2 Repeatable but Intuitive.
Processes have developed to the stage where similar procedures are followed by different people undertaking the same task. There is no 
formal training or communication of standard procedures, and responsibility is left to the individual. There is a high degree of reliance 
on the knowledge of individuals and, therefore, errors are likely.

■ 3 Defined Process.
Procedures have been standardised and documented, and communicated through training. It is mandated that these processes should 
be followed; however, it is unlikely that deviations will be detected. The procedures themselves are not sophisticated but are the 
formalisation of existing practices.

■ 4 Managed and Measurable.
Management monitors and measures compliance with procedures and to take action where processes appear not to be working 
effectively. Processes are under constant improvement and provide good practice. Automation and tools are used in a limited 
or fragmented way.

■ 5 Optimised.
Processes have been refined to a level of good practice, based on the results of continuous improvement and maturity modelling with 
other enterprises. IT is used in an integrated way to automate the workflow, providing tools to improve quality and effectiveness, 
making the enterprise quick to adapt.

ITGI, 2003, Board Briefing on IT Governance, www.itgi.org.
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Literature and Case Research

The main goal of the literature and pilot case research
was to get a better view on how organisations are address-
ing IT governance these days and to come up with an ini-
tial list of IT governance practices from practice. From the
case studies, different drivers for adopting IT governance
were identified. An important one was certainly the need
to comply with Sarbanes-Oxley requirements, which
impacts heavily on the control environment in IT. Other
important drivers for IT governance were the push to
achieve economies of scales after mergers and acquisi-
tions and budget pressure, resulting in a smaller budget
for new projects. Challenge of course is then to optimally
assign the remaining budget to projects and activities
that are delivering value to the business. Finally, some
pilot case companies mentioned that the IT governance
project was more an effort of formalizing and structuring
existing mechanisms already applied.

Based on the findings of the literature research, and
the pilot case research, an initial list of IT governance
practices was compiled, as shown below (see Table 3). For
each of these practices, a short definition was developed
based on the literature and input from the pilot cases.

Delphi Research

The goal of the Delphi research was to further complete
the initial list of IT governance practices and to make the
list specific for the Belgian Financial services sector.

The Delphi research revealed a list of 33 IT governance
practices for the Belgian financial services sector. It
should be noted that this list cannot be exhaustive, and
the practices at operational level are discarded in this
research. These practices are shown in the first two col-
umns of Table 4, with Sx being the structures, Px being
the processes and Rx being the relational mechanisms.

The research demonstrated that, according to the
expert group, some of the addressed practices are
perceived as being more effective or easy to implement
compared to others (see columns at the right in Table 4:
effectiveness and ease of implementation). The five prac-
tices perceived as the most effective for the Belgian finan-
cial services sector are “IT steering committees,” “CIO
reporting to the CEO/COO,” “CIO on executive commit-
tee,” “IT budget control and reporting,” and “portfolio
management.” All these practices were also identified as
being relatively easy to implement. The least effective
practices are “IT governance assurance and self-assess-
ment,” “job-rotation,” and “COSO/ERM.”

Some practices were perceived as effective but not easy
to implement. Good examples in this high-effectiveness/
low ease of implementation domain are “benefits manage-
ment and reporting” and “charge back arrangements,”

which are indeed complex processes to realise, as they
require a close involvement and collaboration of busi-
ness and IT people. Other practices received lower scores
than expected, when compared to current thinking in lit-
erature. An interesting case of a practice receiving “unex-
pectedly” low scores is the “architecture committee.” The
relatively low score for effectiveness for this practice con-
tradicts with research by Cumps et al. (2006) who con-
clude “. . . organisations that have more extensive and
mature enterprise architecture management practices
have a higher probability of belonging to the group of
highly aligned organisations.” Within the Delphi expert
group, the lowest score for ease of implementation for
this practice was assigned by the IT group, probably peo-
ple who have already experienced the difficulty of IT
architecture issues in a concrete environment. Indeed, it
might be that in the group of IT respondents, the archi-
tecture committee implementations took place only
recently, and the benefits still have to be proven over
time. Weill and Ross (2004) also refer to the start up of
architecture committees: “At many enterprises, architec-
ture committees get off to a rocky start, usually because
the committees are formed to “impose” technology stan-
dards on the enterprise. . . . As long as senior manage-
ment espouses the standardisation for business reasons,
however, standards gradually gain acceptance.”

An interesting finding to pinpoint is that many IT gov-
ernance definitions stress the prime responsibility of the
board of directors in IT governance, while these results
reveal that the mechanisms to achieve this board involve-
ment (“IT expertise at level of board of directors” and “IT
strategy committee”) are rated relatively low in terms of
perceived effectiveness. This result can possibly be
explained by the fact that making the board of directors
more IT literate is not easy to achieve, which is con-
firmed by the second to last score in term of ease of
implementation of “IT expertise at the level of the board
of directors.” The results of this research raise questions
on how financial services organisations realise this board
involvement in practice.

If averages are calculated for effectiveness and ease of
implementation for all the structures, processes and rela-
tional mechanisms (see Figure 3), it appears that struc-
tures and processes are in general perceived as being
equally effective. However, it appears that IT governance
structures are perceived as being easier to implement
compared to IT governance processes, although in many
cases they are closely related. A good example here is the
“IT steering committee”, which is a crucial element to
build up a “portfolio management” process, but the
steering committee is perceived as much easier to imple-
ment compared to the whole “portfolio management”
process. Relational mechanisms are also perceived as
being easier to implement compared to IT governance
processes, probably because some relational mechanisms
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Table 3. Initial List of IT Governance Practices

Name Cross-References from Literature

Cross-References from Case Research

KBC AGF VanBreda Huntsman Sidmar CM

Structures Integration of 
governance/alignment 
tasks in roles&responsi-
bilities

Duffy, 2002; ITGI, 2003; 
Weill&Ross, 2004; De Haes&Van 
Grembergen, 2006

x x x x

IT steering committee(s) ITGI, 2003; Luftman&Brier, 1999; 
Weill&Ross, 2004; De Haes&Van 
Grembergen, 2006

x x x x x x

IT strategy committee ITGI, 2003; Nolan&McFarlan, 2005; 
De Haes&
Van Grembergen, 2006

x

CIO on Executive 
Committee

ITGI, 2003, Weill&Ross, 2004; De 
Haes&Van Grembergen, 2006

CIO reporting to CEO ITGI, 2003; Weill&Ross, 2004 x x x x
Architecture Committee ITGI, 2003; De Haes&

Van Grembergen, 2006
Processes Strategic information 

systems planning
Earl, 1993; Rockart, 1979; 

Van Grembergen, 1997; 
Hammer&Champy, 1993; 
De Haes&Van Grembergen, 2006

x x x x

Balanced scorecard Kaplan&Norton, 1992; 
Van Grembergen; 2000; 
Van Der Zee and De Jong, 1999; 
De Haes&Van Grembergen, 2006

x x x

Portfolio management 
(incl. Information 
economics)

Parker et al., 1998; De Haes&
Van Grembergen, 2006

x x x x x x

Charge back 
arrangements (ABC)

Weill&Ross, 2004; De Haes&
Van Grembergen, 2006

x

Service Level 
Agreements

Weill&Ross, 2004; 
Van Grembergen et al., 2003; 
De Haes&Van Grembergen, 2006

x x x

COBIT ITGI, 2006; De Haes&
Van Grembergen, 2006

x

Relational Mechanisms Job-rotation Luftman, 2000; Reich&
Benbasat, 2000; De Haes&
Van Grembergen, 2006

x x x

Co-location Luftman, 2000; Reich&Benbasat, 
2000; De Haes&
Van Grembergen, 2006

x

Cross-training Luftman, 2000; Reich&Benbasat, 
2000; De Haes&
Van Grembergen, 2006

x x

Knowledge 
management 
(on IT governance)

Weill&Ross, 2004; Luftman, 2000; 
Reich&Benbasat, 2000; De 
Haes&Van Grembergen, 2006

x x

Business/IT account 
managers

Luftman, 2000; Reich&Benbasat, 
2000; De Haes&
Van Grembergen, 2006

x x

Senior management 
giving the good example

De Haes&Van Grembergen, 2006 x

Informal meetings 
between business and IT 
senior management

De Haes&Van Grembergen, 2006 x

IT leadership Monnoyer&Willmott, 2005; 
Smith, 2006

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
N
T
L
 
I
n
f
o
r
m
a
t
i
c
s
 
C
e
n
t
r
e
 
L
i
b
r
a
r
y
]
 
A
t
:
 
0
8
:
3
6
 
2
 
S
e
p
t
e
m
b
e
r
 
2
0
0
9



130 De Haes and Van Grembergen

Table 4. Validated List of IT Governance Structures, Processes and Relational Mechanisms

Index IT Governance Practice Definition
Effectiveness 
(from 0–5)

Ease of Implementation 
(from 0–5)

IT governance 
structures

S1 IT strategy committee 
at level of board of 
directors

Committee at level of board of directors to 
ensure IT is regular agenda item and 
reporting issue for the board of directors

3,67 3,4

S2 IT expertise at level of 
board of directors

Members of the board of directors have 
expertise and experience regarding the 
value and risk of IT

3,14 2,18

S3 (IT) audit committee at 
level of board of 
directors

Indepent committee at level of board of 
directors overviewing (IT) assurance 
activities

3,22 3,4

S4 CIO on executive 
committee

CIO is a full member of the executive 
committee

4,38 3,56

S5 CIO (Chief Information 
Officer) reporting to 
CEO (Chief Executive 
Officer) and/or COO 
(Chief Operational 
Officer)

CIO has a direct reporting line to the CEO 
and/or COO

4,5 4,21

S6 IT steering committee 
(IT investment evalu-
ation / prioritisation 
at executive / senior 
management level)

Steering committee at executive or senior 
management level responsible for deter-
mining business priorities 
in IT investments.

4,69 3,35

S7 IT governance function 
/ officer

Function in the organisation responsible 
for promoting, driving and managing IT 
governance processes

2,93 3,11

S8 Security / compliance / 
risk officer

Function responsible for security, 
compliance and/or risk, which possibly 
impacts IT

3,28 4,06

S9 IT project steering com-
mittee

Steering committee composed of business 
and IT people focusing on prioritising 
and managing IT projects

4,03 4,01

S10 IT security steering 
committee

Steering committee composed of business 
and IT people focusing on IT related risks 
and security issues

2,82 3,61

S11 Architecture steering 
committee

Committee composed of business and IT 
people providing architecture guidelines 
and advise on their applications.

3,04 3,14

S12 Integration of gover-
nance/alignment 
tasks in roles&
responsibilities

Documented roles&responsibilities include 
governance/alignment tasks for business 
and IT people (cf. Weill)

3,18 2,63

IT governance 
processes

P1 Strategic information 
systems planning

Formal process to define and update the IT 
strategy

3,82 2,82

P2 IT performance 
measurement (e.g. IT 
balanced scorecard)

IT performance measurement in domains of 
corporate contribution, user orientation, 
operational excellence and future 
orientation

3,97 2,76

P3 Portfolio management 
(incl. business cases, 
information econom-
ics, ROI, payback)

Prioritisation process for IT investments 
and projects in which business and IT is 
involved (incl. business cases)

4,13 2,67

P4 Charge back arrange-
ments - total cost of 
ownership
(e.g. activity 
based costing)

Methodology to charge back IT costs to 
business units, to enable an 
understanding of the total cost 
of ownership

3,28 2,4

(Continued)
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IT Governance Implementations and its Impact on Business/IT Alignment 131

can have a very informal character (e.g. R7: Informal
meetings between business and IT executive/senior
management).

During the Delphi research, the experts also had to
define the top 10 most important IT governance prac-
tices, which were in their opinion crucial elements or a
minimum baseline of an optimal IT governance mix
(specifically for the Belgian financial services sector). This
top 10 suggests that, in implementing IT governance

within a specific financial services organisation, these
minimum baseline mechanisms may play an important
role. As can be seen in Table 5, most of the top 10 IT
governance practices are consistent with the one that
received the highest scores for “perceived effectiveness”
in Table 4.

It was surprising that only one relational mechanism
was reported in this minimum baseline (“IT leadership,”
Table 5); while many authors in literature stress that the

Table 4. (Continued)

Index IT Governance Practice Definition
Effectiveness 
(from 0–5)

Ease of Implementation 
(from 0–5)

P5 Service level agree-
ments

Formal agreements between business and 
IT about IT development projects or IT 
operations

3,47 3,13

P6 IT governance 
framework COBIT

Process based IT governance and control 
framework

3,36 2,42

P7 IT governance 
assurance and 
self-assessment

Regular self-assessments or indepent 
assurance activities on the governance 
and control over IT

2,79 2,54

P8 Project governance / 
management 
methodologies

Processes and methodologies to govern 
and manage IT projects

4,1 2,94

P9 IT budget control and 
reporting

Processes to control and report upon 
budgets of IT

4,13 4

P10 Benefits management 
and reporting

Processes to monitor the planned business 
benefits during and after implementa-
tion of the IT investments / projects.

2,85 2,36

P11 COSO / ERM Framework for internal control 2,39 2,04
IT governance 

relational 
mechanisms

R1 Job-rotation IT staff working in the business units and 
business people working in IT

2,35 2,36

R2 Co-location Physically locating business and IT people 
close to each other

2,79 3,01

R3 Cross-training Training business people about IT and/or 
training IT people about business

2,76 2,82

R4 Knowledge 
management
(on IT governance)

Systems (intranet,. . .) to share and distrib-
ute knowledge about IT governance 
framework, responsibilities, tasks, etc.

3,24 2,68

R5 Business/IT account 
management

Bridging the gap between business and IT 
by means of account managers who act 
as in-between

3,79 3,36

R6 Executive / senior 
management giving 
the good example

Senior business and IT management acting 
as “partners”

3,88 2,81

R7 Informal meetings 
between business 
and IT executive/
senior management

Informal meetings, with no agenda, where 
business and IT senior management talk 
about general activities, directions,

3,79 3,88

R8 IT leadership Ability of CIO or similar role to articulate a 
vision for IT’s role in the company and 
ensure that this vision is clearly 
understood by managers throughout the 
organisation

3,89 2,82

R9 Corporate internal 
communication 
addressing IT on a 
regular basis

Internal corporate communication 
regularly addresses general IT issues.

3,43 3,69

R10 IT governance aware-
ness campaigns

Campaigns to explain to business and IT 
people the need for IT governance

2,83 3,14
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132 De Haes and Van Grembergen

relational mechanisms are crucial enablers for IT gover-
nance (Keill et al., 2002; Weill & Broadbent, 1998;
Henderson et al., 1993; Callahan & Keyes, 2003). A possi-
ble explanation is that, just as in literature, less detailed
knowledge and expertise is available on relational mech-
anisms which often have a more intangible and informal
character. On the other hand, it should be noted that
many other relational mechanisms, such as “business/IT
account management,” “senior management giving good
example,” and “informal meeting between business and
IT executive/senior management,” attained very positive
scores, in terms of effectiveness and ease of implementa-
tion. It should certainly be considered, therefore, when

complementing the minimum baseline to a broader IT
governance framework.

Business/IT Alignment Benchmarking

To create a business/IT alignment benchmark, 13 Belgian
financial services organisation were invited to partici-
pate, from which ten committed to participate under the
condition that the anonymity was guaranteed. Table 6
provides the profiles of each of those organisations.

In each of these organisations, five to ten businesses, and
IT senior managers completed the validated alignment
maturity survey. In total 44 senior IT managers and 40
senior business managers across the ten organisations com-
pleted the survey. The results are visualised in Figure 4.

The total business/IT alignment maturity average is
2.69 on scale of five, with six organisations (C, D, E, F, G,
H) being relatively very close to the overall average. This
bell shaped distribution for business/IT alignment matu-
rity was also found in similar research by Cumps et al.
(2006), providing confidence in our measurement instru-
ment. Regarding the latter two organisations (I,J), confir-
mation for their high alignment score was found in the
McKinsey “Annual European Banking IT Cost Benchmark
Study,” where it appeared that these two organisations
performed above average (in an European sample) on the

Figure 3. Average effectiveness and ease of
implementation.

0
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Table 5. Top 10 Most Important IT Governance Practices (Minimum Baseline)

S6 IT steering committee (IT investment evaluation / prioritisation at executive / senior management level)
S4 CIO on executive committee
P3 Portfolio management (incl. business cases, information economics, ROI, payback)
P9 IT budget control and reporting
S1 IT strategy committee at level of board of directors
R8 IT leadership
P1 Strategic information systems planning
S9 IT project steering committee
S5 CIO (Chief Information Officer) reporting to CEO (Chief Executive Officer) and/or COO (Chief Operational Officer)
P8 Project governance / management methodologies

Table 6. Profiles of Case Organisations

Organisation Number of Employees in Belgium Main Activities

A More than 1000 Banking and Insurance
B Between 100 and 1000 Banking and Insurance
C More than 1000 Banking
D More than 1000 Banking
E More than 1000 Banking and Insurance
F More than 1000 Financial transaction services
G Between 100 and 1000 Banking and Insurance
H Between 100 and 1000 Banking and Insurance
I More than 1000 Banking and Insurance
J More than 1000 Banking and Insurance
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question “what is the level of alignment between the IT
strategy and the business?” (McKinsey, 2006).

Assuming that this sample of ten organisations is rep-
resentative of the Belgian financial services sector, our
conclusion is that the average business/IT alignment
maturity in the entire Belgian financial services sector is
2.69. Such a maturity score only becomes meaningful
when it can be compared against a target or against
results in other sectors. An interesting consideration
here is what the desired target or to-be situation would
be for the financial services sector. There is no literature
available in this domain, but taking the high-dependency
on IT into account, one could argue that at least a matu-
rity level 3 would be required, which implies standard-
ised and documented processes and procedures. There is
also not much data available to compare this result
against other sectors. However, one could reference the
study by Luftman (2003), who created a benchmark
within 25 Fortune 500 organisations and came up with a
total average of 2.17. This result would imply that the
Belgian Financial Services sector on average performs
somewhat better on business/IT alignment compared to
the sample of Fortune 500 organisations, although these
results have to be interpreted with great care as the study
of Luftman was based on an initial version of the mea-
surement instrument (not yet validated at that time). On
the other hand, this positive result is maybe not that sur-
prising as the sample in this research is only focused at
the financial services sector for which one could expect
an above average alignment maturity compared to other

industries, such as manufacturing, because of the high-
dependency on IT and the strong impact of regulations.

Extreme Case Research

In the extreme cases of the business/IT alignment bench-
mark (two highest aligned organisations and two lowest
aligned organisations), it was investigated how mature
they were in using each of the 33 IT governance practices
based on a generic maturity model (from 0 to 5) (ITGI,
2003). During a workshop, business and IT managers
came to a consensus regarding the appropriate maturity
scores for each of the practices. The results of this assess-
ment are shown in Table 7.

The average maturity over all IT governance practices
for organisation A is 1.50, for organisation B 1.37, for
organisation I 2.21 and for organisation J 3.11. This dif-
ference between IT governance practices maturity
already provides a high-level indication that might lead
to a better understanding of the gap in business/IT align-
ment maturity between organisations A-B and I-J. This
outcome is discussed in more detail in the next section.

Comparing Extreme Cases

When comparing the averages of maturity of IT gover-
nance practices (structures, processes and relational
mechanisms) in those extreme cases, in appears that in

Figure 4. Business/IT alignment maturity benchmark.

Total number 
of respondents

Number of IT 
respondents

Number of 
business 

respondents

Total 
Alignment 

maturity Score

Deviation 
from 

average
A 9 5 4 2,10 –0,59

B 5 3 2 2,16 –0,52

C 9 3 6 2,56 –0,12

D 6 3 3 2,67 –0,02

E 9 5 4 2,71 0,03

F 8 3 5 2,72 0,04

G 10 5 5 2,74 0,06

H 9 6 2 2,91 0,22

I 8 5 4 3,11 0,43

J 11 6 5 3,17 0,48

Total Total Total Average
84 44 40 2,69

G
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general the high performers have more mature IT gov-
ernance structures and processes, as shown in Figure 5.
This figure also shows that that processes on average
were less mature compared to structures, indicating
that it is more difficult to implement processes
compared to structures, which was also discussed in
previous section.

It was also shown that the organisations with low
business/alignment maturity did have a lot of practices
in place, but the average maturity of these practices was
below maturity level 2, as shown in Figure 6. This might
indicate that the impact on business/IT alignment of IT
governance practices that have a maturity level lower
than 2, is limited.

The impact of relational mechanisms on business/IT
alignment maturity was not clearly demonstrated in this
research. (cf. Figure 5). However, a finding was that the
two high performers had started their IT governance
implementation many years ago, and the interviewees
made reference to the fact that in the initiating phases of
the IT governance implementation project, a lot of
energy was spent in business change management,
awareness creation, and so on. At this moment, these
organisations however came to a point where many
structures and processes were embedded in day-to-day
practice, leading to less attention and need for these
change management aspects. The relational mecha-
nisms, certainly the ones focused at motivating people,
creating awareness, etc., are likely very important in the
initiating phase of IT governance, in which the two low
performers were situated. This preliminary finding
should be researched further in more detail.

Analysing the high-performers in more detail revealed
that they distinguish themselves by a set of IT gover-
nance practices that were also proposed in the Delphi
research as minimum baseline IT governance practices.
From this earlier defined set of ten minimum baseline
practices (Table 4), seven appear to be clearly present and
mature (above maturity level 2) in the high-performers.
This reduced set is called the key minimum baseline and
constitutes the seven practices shown in Table 8.

An interesting IT governance practice that was not
used by any of the organisations, although being pro-
moted by experts and thought leaders as very important
(ITGI, 2003; Monnoyer and Willmott, 2005), is the “IT
strategy committee at the level of the board of directors.”
This practice is promoted as a structure to ensure that the
board gets involved in a structured way in IT governance

Table 7. Comparing Extreme Cases (1)

A B I J

S1 0 0 0 0
S2 4 1 0 1
S3 3 3 3 3
S4 2 5 2 0
S5 2 5 4 5
S6 2 2 4 4
S7 2 0 4 4
S8 2 3 4 5
S9 2 2 4 4

S10 0 0 0 4
S11 0 0 1 3
S12 2 1 2 5
P1 1 2 1 4
P2 1 2 4 4
P3 1 2 4 4
P4 0 0 2 5
P5 0 0 2 4
P6 0 0 1 4
P7 1 0 1 1
P8 2 3 3 4
P9 1 2 4 5

P10 0 1 1 3
P11 0 0 0 0
R1 1 0 1 2
R2 5 2 3 3
R3 2 0 2 1
R4 3 3 4 4
R5 2 0 0 4
R6 2 2 5 5
R7 2 0 0 0
R8 1 4 4 4
R9 2 0 2 3

R10 1 1 1 1
1,48 1,39 2,21 3,12

Figure 5. Comparing extreme cases (1).

0,00

0,50

1,00

1,50

2,00

2,50

3,00

3,50

4,00

Structures Processes Relational Mech.

J
I
B
A

Figure 6. Comparing extreme cases (2).

0
0,5

1
1,5

2
2,5

3
3,5

A B I J

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
N
T
L
 
I
n
f
o
r
m
a
t
i
c
s
 
C
e
n
t
r
e
 
L
i
b
r
a
r
y
]
 
A
t
:
 
0
8
:
3
6
 
2
 
S
e
p
t
e
m
b
e
r
 
2
0
0
9



IT Governance Implementations and its Impact on Business/IT Alignment 135

issues. During the interviews, three out of four organisa-
tions stated that board involvement in IT governance is
not feasible and probably not required. The representa-
tives of the shareholders are more concerned with the
core financial services activities and less worried about
(operational) IT issues. Another IT governance practices
that was indicated as not being relevant for alignment
purpose was “COSO/ERM.” While the latter was recogn-
ised as probably a very good framework for general inter-
nal control, the value for governance or impact on
alignment did not appear at all.

Conclusions

As a general conclusion of this exploratory study, this
research revealed that IT governance is indeed high on
the agenda. Our research suggests that there is a clear
relationship between the use of IT governance practices
and business/IT alignment. It appeared that highly
aligned organisations do indeed leverage more mature IT
governance practices compared to poorly aligned organi-
sations.

Some detailed conclusions were drawn regarding IT
governance structures, processes and relational mecha-
nisms. It was demonstrated that it is easier to implement
IT governance structures compared to IT governance pro-
cesses. It also appeared that relational mechanisms are
very important in the beginning stages of an IT gover-
nance implementation project and become less impor-
tant when the IT governance framework is embedded
into day-to-day operations. For some specific IT gover-
nance practices, the research provides indications that
contradict existing literature. A good example is the
involvement of the board of directors in IT governance,
which is promoted by many authors in literature, but
was not supported in this research. This research also
provides a key minimum baseline of seven IT governance
practices that each organisation at least should have and
supplement with practices that are highly effective and
easy to implement. When an organisation wants to
implement these practices, it has to make sure that at
least a maturity level of two is obtained, to ensure that it
positively impacts business/IT alignment.

Recommendations for Practitioners

A recommendation to practitioners resulting from these
findings is that the best approach to implement IT gover-
nance is to start with setting up these seven key mini-
mum baseline IT governance practices. This core set of
practices should be supplemented with other key prac-
tices that are highly effective and relatively easy to imple-
ment. At the initial stages of such IT governance project,
sufficient attention should be given to relational mecha-
nisms to ensure commitment of all the involved people
in the process. Once the “governance culture” is embed-
ded in the implemented structures and processes, these
relational mechanisms require less attention.

Future Research

It was explained in the beginning of this manuscript that
the focus of this research was on the Belgian financial
services sector only, negatively impacting the generalis-
ability of this research. However, it can be expected that
many conclusions might apply to other sectors as well.
Further research could support that assumption but
should also address the impact of specific contingencies
such industry, geography, size of the organisation and/or
IT department, business strategy, etc.

In addition, this research is based on a “snapshot in
time,” and future research could be dedicated to verify how
implementations evolve over time. For example, this
research provides indications that relational mechanisms
are more important in the initiating phases of IT gover-
nance, but monitoring an organisation over time could pro-
vide valuable data to support or refute this statement.

Finally, it should be noted that this research is explor-
atory in the first place instead of hypothesis testing
(amongst other reasons due to the small sample size). It
does however provide some interesting potential hypotheses
to be tested in further (parametric and/or non-parametric)
statistical correlation research, for example to further vali-
date the accuracy of the defined key minimum baseline for
IT governance. Larger data sets, potentially also covering
more internal and external contingencies, are required to
enable this more statistical approach.

Table 8. Key Minimum Baseline

S6 IT steering committee (IT investment evaluation / prioritisation at executive / senior management level)
P3 Portfolio management (incl. business cases, information economics, ROI, payback)
P9 IT budget control and reporting
R8 IT leadership
S9 IT project steering committee
S5 CIO (Chief Information Officer) reporting to CEO (Chief Executive Officer) and/or COO (Chief Operational Officer)
P8 Project governance / management methodologies
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Abstract The Information Technology Service Management (ITSM) movement is gaining adopters
throughout the world, expanding from the 2005 ratification of International Standards Organization
(ISO) ISO/IEC 20000. However, this concept grew out of older frameworks such as Britain’s IT Infrastruc-
ture Library (ITIL) and U.S. service level management (SLM). To further confuse the landscape, there are
also related terms such as business service management (BSM), the Control Objectives for Information and
related Technology (CobiT), and IT governance.

There is a lack of descriptive academic literature currently published, which has mainly focused on prescrip-
tive pieces. This paper gives a background on the several contributing frameworks mentioned above, and
reports on a survey U.S. IT managers to determine the extent of understanding of these terms and frameworks.
The findings indicate that ITSM adoption and knowledge may be lower than some studies have indicated.
There is also conceptual confusion about what constitutes ITSM, with conflation of terms and practices.

Keywords IT Service Management, ITIL, COBIT, Service Level Management, Business
Systems Management, Service Level Management

Information Technology Service Management (ITSM)
focuses on defining, managing, and delivering IT services
to support business goals and customer needs. ITSM
is broad, encompassing IT planning, delivery, support,
and security. In contrast to the traditional technology-
oriented approaches to IT operations, ITSM is a discipline
for customer-defined, process-oriented IT services, and is
a move toward managing IT ‘like a business.’ ITSM seeks
to align IT operations-related activities and the interac-
tions of IT technical personnel with business processes
(Finden-Brown & Long, 2005). Providers of IT operational
services must systematically plan the quality of the
services and customer relationships to ensure value
delivery from IT operations (van Bon, 2002).

Management of IT operations is important because it
accounts for 70–90% of total cost of IT ownership (Fleming,
2005; Mendel & O’Neill, 2006). Companies around the
world are recognizing an opportunity to use ITSM to
improve organizational competitiveness in response to
increasing pressure on CIOs to speed service delivery

(Cash & Perlson, 2004). By one estimate, 90% of U.S. compa-
nies have one or more service management processes
implemented (Lynch, 2006). One projection stated that as of
2008, 35% of companies should have adopted business ser-
vice management, while 65% should have adopted service
level management and 25% ITSM (Mendel & O’Neill, 2006).

Much of the academic literature on ITSM to date focuses
on definition and prescriptive action (Chesbrough &
Spohrer, 2006). Software vendors and other IT organiza-
tions have also put forth a proliferation of terms other
than ITSM to define and manage IT services. While this
can help organizations move toward service management
implementations, it does not describe actual implemen-
tation of ITSM or the IT managers’ understanding of
service management and its terminology.

This paper provides a background on ITSM and its con-
tributing concepts. It also reports on a survey of U.S. IT
managers who report having adopted service manage-
ment. The survey was conducted to determine familiarity
with the terms used in service management. Concrete
data on usage and the viability of specific terms helps
both practitioners and academics understand the state of
service management in U.S. businesses.

Address correspondence to MaryAnne Winniford, 1202 Chipeta Ave-
nue, Grand Junction, CO, USA. E-mail: maryanne@dr.winniford.com
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IT Service Management Background

The concept of services and service management grew
out of the increasing complexity of IT systems and the
growing maturity of IT management. In the 1980s, IT
organizations moved away from management of main-
frames and into management of local area networks,
with multiple servers supporting multiple applications.
As layers of technology increased and the number of serv-
ers proliferated, the attendant management complexity
grew until operations managers recognized a need for a
more coherent management approach (Sturm & Bumpus,
1999). At the same time, C-level executives were becom-
ing increasingly frustrated with the seemingly insatiable
appetite of IT for more memory and more storage, with
little accountability in terms of better performance. Both
levels of management needed different methods of man-
aging and reporting IT performance.

In the 1990s, enterprise-wide applications such as
enterprise resource planning (ERP), budding Internet
applications, and outages affecting whole organizations,
sometimes for days, drove the growth of service manage-
ment. Companies developed a service perspective toward
IT, defining customer-oriented services (for example,
email, order entry, configuration standards for personal
computers, and so on) (Melville, 1995). These IT services
aggregated technology across functional silos, requiring
new end-to-end definitions of availability and perfor-
mance. There are several definitions of IT services; how-
ever, one will suffice to help explain the change in
approach to IT: “A described set of facilities, IT, and non-
IT, supported by the IT Service Provider that fulfils one or
more needs of the customer and that is perceived by the
customer as a coherent whole.” (OGC, 2007)

Service agreements were written in business language,
in contrast with earlier IT-defined lower-level capabilities
that utilized technology terms (e.g., network or system
uptime, dropped packets, or megabytes of data storage)
(Sturm, et al., 2003). Along with the definition of services
came the need for improving IT management. Today,
increases in capacity, Web services, running IT like a busi-
ness, and the push to do ‘more with less’ has fired an
explosion of interest in better service management.

IT Service Management Frameworks 
and Concepts

ITSM has grown out of earlier approaches to IT service
management, mostly from the British Government’s
Information Technology Infrastructure Library (ITIL©)
and an independent development in the U.S. called ser-
vice level management or SLM (Forrester, 1998). ITSM is
not strictly aligned with either ITIL or SLM. In fact, there
is ongoing debate in the IT community as to the exact

scope and overlap of several IT concepts, such as ITSM,
ITIL, and SLM, as well as others such as Control Objec-
tives for Information and related Technology (CobiT), and
Business Service Management (BSM). In 2005, the Interna-
tional Standards Organization (ISO) ratified ISO/IEC
20000, a global standard that brings together these sev-
eral streams under a common set of principles, which
can be generally called IT Service Management (ISO,
2005). Unfortunately, industry marketing and many IT
managers still separate the concepts. We briefly describe
each framework or concept below.

ITIL

General recognition of service management needs in the
late 1980s in the United Kingdom resulted in the defini-
tion and rise of ITIL, a set of books describing best prac-
tices in several areas of service management. The latest
version, ITIL v.3 (OGC, 2007), has broadened the scope to
include a life-cycle perspective on service strategy,
design, transition, operation, and continuous improve-
ment. The previous component areas of ITIL service man-
agement included eight books covering specific practices
of IT management, the most popular of which were
service delivery and service support (ITSMF, 2004).

ITIL service support consists of several sub-processes
for dealing with customer issues and for making struc-
tured changes to the infrastructure. ITIL service delivery
defines sub-processes for keeping the infrastructure run-
ning at agreed-upon levels, including SLM as one of those
sub-processes. SLM includes the development of a ‘service
catalog’ to detail IT services, service level agreements
(SLAs) offered to customers, and best practices to inte-
grate people and technology in providing the service.

SLM

The U.S. management philosophy called Service Level Man-
agement surfaced in the mid 1990s, focused on end-to-end
definition and operational delivery of IT services. Part of the
impetus was the growth of IT outsourcing and the need to
develop contracts with external service providers (Sturm, et
al., 2003). One definition explains ‘SLM is the process that
enables Internet data center . . . providers to deliver accord-
ing to the SLAs that describe the expected performance of a
service provider’ (Wustenhoff, 2002, p. 4). In this case, SLM
is not just a sub-process of a larger framework, but its own
management approach enabling broadly defined service
delivery and its support (Lock, 2008).

Sturm, et al. (2003) chronicle the service level manage-
ment concept and catalog vendors of SLM products, some
of which were well established by 2000. Service level
management includes the processes necessary to ensure
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service agreements are met. The processes comprise mon-
itoring of systems, networks and applications; calculat-
ing actual service levels; comparing them to guaranteed
service level agreements; and reporting on performance.
One survey found that SLM is considered very important
or critical to IT Operations success by 100% of IT Manag-
ers, but only 56% actually had embarked on SLM process
management (EMA, 2006).

BSM

Business Service Management (BSM) is closely related to the
American term SLM, although it came into broad use in the
last five years. The stress here is on linking business-level
goals to IT infrastructure (Mendel & O’Neill, 2006).
“A business-focused IT service may be a specific IT service
or part of a business process, but it must support a signif-
icant, visible business metric for a business owner”
(O’Neill and Hubbert, 2007, p. 3). BSM has a higher-level
emphasis on the business impact of service problems by
mapping business processes to infrastructure (Fleming,
2005). SLM approaches service delivery from an IT per-
spective, while BSM approaches services from a business
perspective.

IT Governance

Born of the accounting and audit abuses that prompted
the Sarbanes-Oxley (SOX) Legislation of 2002, IT gover-
nance is yet another term with both broad and narrow
definitions. IT Governance in a narrow sense is the appro-
priation of decision rights in an organization structure
(Weill & Ross, 2005), and in a broad sense is the overall
strategy, including risk, financial, and process manage-
ment (Van Grembergen, 2004). IT governance is different
from the other terms used in this research, as it does not
address the daily management needed to run an IT orga-
nization. Instead, it focuses on the strategic decisions
needed to ensure IT can be run in accordance with busi-
ness needs.

CobiT

The Information Systems Audit and Control Association
(ISACA) has developed the Control Objectives for Infor-
mation and related Technology to codify another stream
of IT management concepts. CobiT loosely groups 300 IT
governance objectives, covering planning and organizing,
acquiring and implementing, delivering and supporting,
and monitoring and evaluating. Services, per se, are not
defined in the same way as in other frameworks. In
CobiT, “development and operational IT processes are

provided to the whole enterprise, and much of the IT
infrastructure is provided as a common service (e.g., net-
works, databases, operating systems and storage)” (ITGI,
2006, p. 15). Thus, the CobiT framework seeks to create
business controls and accountability while still viewing
IT service delivery in terms of technology silos (ITGI,
2006).

ITSM

In 2005, the International Standards Organization (ISO)
ratified ISO/IEC 20000, a global standard that subsumed
ITIL version 2, and the main concepts of SLM. ISO/IEC
20000 brings together several service management
streams under a common set of principles, which are
generally called IT Service Management (ISO 20000,
2005). It contains both specification (part 1) and a code
of practice (part 2) for service management. Similarly,
to ITIL, it outlines processes for many areas from strat-
egy to infrastructure; including planning and imple-
mentation, service delivery, resolution, control and
release management. In this paper, the term ITSM is
used as an umbrella term to encompass all forms of ser-
vice management.

These many frameworks or concepts obviously over-
lap. Some appear to be a superset or subset, but that
would depend on the specific definition used. By what-
ever name used, an ‘IT service perspective’ indicates a
good understanding of IT service provisioning and deliv-
ery as it relates to IT Operations. The service delivery
areas of IT operations management have little to no pub-
lished academic research. This lack of research
prompted this survey, which sought to determine the
U.S. industry maturity and understanding of IT Service
Management. Therefore, the questions addressed by this
research are, to what extent is IT service management
actually in use? To what extent is there awareness and
agreement on what constitutes IT services and service
management?

Research Design and Data Collection

Enterprise Management Associates (EMA), a Denver, CO
market research, analyst, and strategy consulting organi-
zation, undertook the survey reported in this paper. The
survey questions were initially developed by two of the
authors of this paper. Six representatives from three
large service management software companies, in addi-
tion two other senior analysts in service management at
EMA reviewed and suggested revisions to the survey. The
survey was converted to a computer-aided telephone
interview (CATI) script. Questions and answer selections
were read verbatim to the respondents.
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A database was purchased with the names and contact
information for 5000 IT systems managers. These tele-
phone numbers were dialed randomly. One respondent
per business unit was used. In two cases, five respondents
of decentralized subsidiaries of two parent organizations
participated; one case with two respondents and one case
with three.

The respondents were initially asked: ‘Does your com-
pany currently manage or have plans to manage IT from
a services perspective?’ If asked for clarification, the
interviewer responded with the following: “This could
include IT service management, service level manage-
ment, or business service management.” Out of 364 indi-
viduals, forty-five percent (45%) of the companies used
service management (see Figure 1), another 15% were in
the planning stages, while 37% were not using it. This
question attempted to define users of any and all forms
of service management, regardless of how it was defined.
Still, less than half of the 364 businesses reported using
any kind of service management. Conversely, if we com-
bine the planning and using categories, about 60% of
these U.S. companies have ITSM initiatives in some stage
of development.

Respondents who were only in the planning stages
were grouped with those not using service management
for the rest of the survey questions. This may over-esti-
mate the service management knowledge in the group
not using service management, although in most cases
the responses of those planning to implement ITSM were
more like those not using ITSM. Combining those in
planning with those not using ITSM accurately reflects
the actual implementation of service management. The
remainder of the figures show results divided between
the 100 respondents who claimed to be using ITSM and
201 of the 264 respondents who were not using ITSM but
who agreed to answer further questions.

All Respondents

Company demographic information was gathered from
both those who reported using ITSM and those that did not.
The participants in the survey represented a cross-section

of U.S. industry. Figure 2 shows the organizational partic-
ipation by NAICS Code (U.S. Census Bureau, 2007). Manu-
facturing and education were most heavily represented
in the sample. There is no material difference in NAICS
category between companies using and not using ITSM.
Although the numbers are small, one can note the indus-
tries where there are more ITSM users than non-users, for
instance, telecommunications, technology, wholesale,
and non-profit. It is not known if this is an artifact of the
sample or an indication that these industries are more
likely than others to adopt a service orientation.

The breakdown of those using and those not using
ITSM was influenced by the size of the organization, with
many more respondents in companies larger than 20,000
employees using ITSM (Figure 3). At this largest size, 60%
of the companies reported using service management,
while in all other sized companies the figure was between
23–29%.

Both users and non-users of ITSM were asked about
their familiarity with the concepts and frameworks used
to manage the IT function, including Service Level
Management, IT Service Management, Business Service
Management, the IT Infrastructure Library, IT Gover-
nance, and Control Objectives for Information and
related Technology. Responses in the “Very familiar” and
“Somewhat familiar” categories were combined to develop
Figure 4, which compares the responses from ITSM users
and non-users.

For all standards and frameworks, the respondents
managing with a service perspective had greater
familiarity than those not utilizing service manage-
ment. Service management users were about twice as
aware of frameworks and concepts relating to IT
management. Interestingly, the rank order familiarity
level was the same across all concepts in both respon-
dent groups. SLM was the most recognized practice to
these U.S. IT managers, having attained some recogni-
tion with 87% of the service management users and
38% of non-users. While it may not be as ‘sexy’ as some
newer terms, most IT managers still understand
SLM best.

ITSM and IT Governance were the next most familiar
terms, reaching about three-quarters of ITSM users and
one-third of non-users, while ITIL was familiar to only
two-thirds and one-third, respectively. The relatively
low recognition of ITIL is at odds with other estimates,
which suggest that as many as 90% of companies are
using at least one ITIL process (Lynch, 2006). It may be
that companies are using ITIL functions such as change
management or service desk without being aware of the
nomenclature (Johnson, 2007). BSM was also familiar to
two-thirds of ITSM users, and two-fifths of non-users.
Notably, CobiT was by far the least recognized frame-
work in both groups, reaching only one-third of ITSM
users and one-fifth of non-users.

Figure 1. U.S. Service Management Implementation,
N = 364.

Service Management Usage Percent

Using IT Service Management 45%

Planning Stages Only 15%

No IT Service Management 37%

Don’t know %3
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Conversely, to put this data into negative perspective
across all 301 organizations surveyed, one-third of the
organizations were not familiar with SLM, while 40%
were not familiar with ITSM and IT Governance, 50%
were not familiar with BSM or ITIL, and almost 75% were
not familiar with CobiT.

Organizations Not Practicing Service 
Management

Respondents not utilizing service management were
asked one follow-up question before they exited the
interview. This group was asked to describe barriers to

Figure 2. Participants by Industry and ITSM use.

NAICS 
Code Category Not Using 

ITSM
Using
ITSM

31–33 Manufacturing N 55 20
% 27% 20%

61 Education N 53 22
% 26% 22%

52 Fin/Acc/Ins N 21 8
% 10% 8%

92 Government N 14 3
% 7% 3%

62 Healthcare/Medical N 10 8
% 5% 8%

33.4 Technology/HW/SW N 9 13
% 4% 13%

22 Utility N 7 0
% 3% 0%

48–49 Wholesale/Transportation N 5 6
% 2% 6%

71 Hospitality/Entertainment N 4 0
% 2% 0%

54 Consulting N 3 5
% 1% 5%

44–45 Retail N 3 1
% 1% 1%

51
Telecommunications/

Service Providers N 3 6
% 1% 6%

51 Media/Publishing N 2 2
% 1% 2%

81 Non-Profit N 1 3
% 0% 3%

Other N 11 3
% 5% 3%

Total N 201 100

Figure 3. Participants by company size (number of employees) and ITSM use.

ITSM Use
Less

than 500
500 to 
2,499

2500 to 
4999

5000 to 
9999

10,000 to 
20,000

Over 
20,000

Don't 
know 

Total
(N)

Using ITSM N 17 19 8 9 8 38 1 100
% 28% 23% 29% 26% 28% 60% 17%

Not using ITSM N 43 62 20 25 21 25 5 201
% 72% 77% 71% 74% 72% 40% 83%

Total 60 81 28 34 29 63 6 301
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service management use in their organizations. Respon-
dents selected all barriers applicable to their situation
from a presented list. The most common response (61%)
was the need for more information about service man-
agement (see Figure 5). This corroborates the earlier find-
ing that service management is not a familiar concept to

a large portion of U.S. IT managers, even though service
management products have been available and the ITIL
and SLM concepts have been in use for over a decade.

One half of the respondents not using ITSM said they
were generally satisfied with their current levels of IT
service delivery (52%) and that no one was asking them to

Figure 4. Recognition of Standards and Frameworks, using ITSM N = 100, Not using ITSM N = 201.

56%

42%

50%

47%

17%

34%

87%

66%

78%

77%

36%

66%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

SLM

BSM 

ITSM 

IT Governance 

COBIT

ITIL

Using Service Management

Not using Service Management

Figure 5. Barriers to ITSM adoption in organizations not using Service Management, N = 201.

12%

18%

20%

26%

34%

43%

44%

47%

50%

52%

61%

0% 10% 20% 30% 40% 50% 60% 70%

IT is outsourced

Avoiding that level 
of accountability

Too difficult

Products aren't mature enough

Cannot convince other business
groups to participate 

Still in the research stage

Insufficient monitoring and
management capabilities 

Costs too much

No push for
service management

My IT support is good
enough already 

Need more information
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initiate to service management activities (50%). A slightly
smaller number felt that it was too expensive to move to
service management (47%) or that their monitoring and
management capabilities were not up to the challenge
(44%). One-third said they were unable to convince other
business groups to move in the direction of service man-
agement (34%), while ITSM product immaturity was cited
by 26%.

Organizations Practicing Service Management

This section summarizes responses of the 100 organiza-
tions practicing service management. These respondents’
titles were collected and categorized by one author. The
categorization was reviewed by a second author and dis-
agreements were discussed to reach consensus. These
respondents overwhelmingly worked in IT positions
(84%). One-third of the respondents were IT Managers,
22% CIOs or other IT executives, and the remainder oper-
ations staff (13%), project managers (10%) or other IT
titles (8%). The largest category of non-IT respondents was
CEO/Owners (8%). Also included were small percentages
of other business executives (3%), and other business
management (2%).

How do these respondents understand the concept of
IT service and management? Recognition of terminology
is not the same as understanding of concepts underlying
the terminology. Moreover, the idea of “service” in ser-
vice management has a specific meaning that is depen-
dent on its context. To evaluate this point, the survey
questioned only those 100 respondents using ITSM with
the open-ended question: “What are the two most impor-
tant services that your IT group must deliver to your
enterprise?” The open-ended responses were recorded
verbatim and categorized by one author. The categoriza-
tion was reviewed by a second author and disagreements
were discussed to reach consensus.

Despite the several previous questions emphasizing IT
service management terms, over two-thirds of the respon-
dents still think of the term ‘service’ in either a narrow,
technological perspective; or as a general, non-IT concept.
The first three items shown in Figure 6, IT quality metrics,
IT components, and business goals—representing almost

half of the responses (45%)—are not actually IT services.
Quality metrics are the means of determining the success
of service delivery; they are not the service. IT quality
responses related to availability, access, stability, and
support. Similarly, IT components such as networking,
storage, and capacity are not services. In this group, the
largest response groups included network transport
(10%) and security (3%). Both IT quality and IT compo-
nents are related to and required for SLM, all part of ITIL
and ITSM; IT quality measurement is integral to CobiT
and a large part of BSM.

Business goals are also the desired outcomes of ser-
vices rather than the services themselves, although on a
higher level than IT quality measurements. Business goal
responses included items such as customer satisfaction,
providing information, and cost effectiveness. These are
generally higher-level goals than SLM attempts to
directly manage, while alignment to business goals is
integral to BSM. Some portions of ITIL and ITSM frame-
works are concerned with business goals.

“True” IT services that integrate people, process, and
technology silos to deliver an end-to-end service account
only 30% of responses. The largest groups in this category
include email and collaboration services (10%), vertical
services such as banking, clinical support, and manufac-
turing services (6%), and Internet-based transaction ser-
vices (4%). Other IT services mentioned by more than one
person are order entry, voice over Internet Protocol
(VoIP), customer relationship management (CRM), ERP,
and Internet access.

The 100 respondents who practiced service manage-
ment were asked to specify components of SLM in an
effort to further understand how IT managers define and
understand this most familiar term. Eighteen functions,
all of which relate to one or more of the frameworks
that were part of this research, were read to the respon-
dents, who indicated whether each item was part of
service level management, according to their own defini-
tion. Figure 7 summarizes the frequency with which
functionalities were selected as components of service
level management.

As expected, the item most selected was service level
agreements, which was selected by 86% of the respon-
dents. Other SLM components had relatively lower inclu-
sion in the concept. For example, service catalog, a
definitive part of SLM according to ITIL, was included by
67% of respondents. Only one item was included by less
than half the respondents: ‘SLAs that address non-IT
functions.’

The rest of the items on the list were included in a def-
inition of SLM by 57–78% of service management users.
Many of these items more appropriately fall into other
categories. Business-oriented metrics and role-based ser-
vice delivery are not usually considered part of SLM, but
are more likely to be found in BSM. Auto-discovery ofFigure 6. Most important IT services, N = 100.

Categorization of
‘Important Service’ Responses Percent
IT quality metrics 26%
IT components 23%
Business goals  19%
IT services %03
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infrastructure is part of the ITIL process of configuration
management in continuing to upgrade and manage a
configuration management database. Application man-
agement would include end-user monitoring, and tech-
nology-centric metrics, and might be found in ITIL or
SLM. Billing of business for IT usage is a finance function
that might be included in IT Governance or CobiT; it was
included in ITIL v.2 but is not in ISO/IEC 20000. Yet all
were included in a definition of service level manage-
ment by almost two-thirds of the respondents.

Thus, the respondents evidence that IT managers
define SLM much more generally than is defined by
either ITIL or ITSM academics. Included in these respon-
dents’ definition of SLM were many components more
appropriately called IT governance, workflow manage-
ment, policy-based management, and financial concepts
(such as KPIs and billing). This broad characterization
is more in keeping with the old U.S. SLM approach,
although the included concepts far exceed the 1990s
conception.

Discussion

The survey generated both expected and unexpected
results. In general, U.S. IT managers are still relatively
unaware of service management, with many of the ser-
vice management terms known by fewer than half of the

sample. This lack of information is a great barrier to
adoption. ITSM usage appears to be dependent on the
size of the organization, with the largest organizations
most aware and most likely to be practicing service
management.

Lack of Familiarity with ITSM Frameworks 
and Terminology

There is limited awareness of the standards and frame-
works that IT could use to manage their organizations,
with pronounced differences between organizations that
do and do not practice service management. Even the
most widely known term—SLM—was described as ‘very
familiar’ by less than one-third of all the respondents.
There were much higher levels of awareness across all
standards and frameworks in companies that have
implemented some form of service management.

Service level management (SLM) is the most recog-
nized practice in both companies practicing service man-
agement and those not practicing it. While this is one of
the older terms in U.S. IT management, one might have
thought that ITIL would be a contender (Taylor, 2006). In
fact, ITIL had a lower recognition factor relative to SLM,
ITSM, IT Governance, and BSM. Lynch’s (2006) claim that
as many as 90% of U.S. companies have one or more ITIL
processes implemented seems unsupported, at least by
that name. Of course, ITIL and ITSM and service manage-
ment are not synonymous; therefore, the true impact of
these frameworks on U.S. industry is unclear at present.
More likely, the true number of ITIL-adopting organiza-
tions is somewhere between 45–90%, since many of the
organizations who were not practicing service manage-
ment declined to continue the survey or rate their famil-
iarity with the service management frameworks.

CobiT, the framework used to design SOX compliance
in many organizations, was the least recognized term for
all respondents. This is surprising in light of the push by
the Information Systems Audit and Control Association
(ISACA) and the IT Governance Institute (ITGI) to recom-
mend CobiT as the practice best suited to IT organiza-
tions and organizational compliance (Lainhart, 2000).

Broad, Conflated Definitions

It is clear that users of service management considered
service level management synonymous with IT service
management. These respondents had a very expansive
definition of SLM that included broader IT functions,
such as application, configuration and financial manage-
ment, as well as IT governance and risk management. As
discussed in the earlier definitions, this would coincide
with the U.S. SLM concept, which was first introduced as

Figure 7. Components of SLM, N = 100.

Proposed Components of SLM Percentage
Service level agreements 86%
Manage services that cross technologies 78%
Service impact reporting 78%
Technology-centric metrics 77%
Dashboards and scorecards 73%
Define and manage business services 73%
Policy-based management 72%
Map services to technology components 71%
End-user monitoring 69%
Service catalog 67%
Business-oriented metrics (or KPIs) 66%
Incorporate business process management 65%
IT governance or risk management 64%
Define and manage workflows 63%
Role-based service delivery 63%
Auto-discover application infrastructure 60%
Bill business for IT usage 57%
SLAs that address non-IT functions 45%
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a broad framework for service management, rather than
the more narrow process definitions in ITIL and ITSM.

In addition, several items not specific to the IT func-
tion were included in the SLM definition. Included in
this category are business services, business process man-
agement, and workflow management. When a definition
becomes very broad, it ceases to be a useful management
concept. One of the more attractive aspects of ITSM and
ITIL is that it helps break the mammoth of IT manage-
ment into more discrete and manageable parts. This
decomposition can help IT managers make headway in
their effort to deliver better IT services, yet, as this survey
shows, it is being lost.

Similarly broad or confused statements were made
with respect to what constitute IT services. Less than one-
third of ITSM users named true IT services. A quarter still
view the term ‘service’ the same way the public might
define it: as something that helps or benefits the busi-
ness. The term “service management” is possibly still mis-
taken for meeting or managing adequate customer
service. It was perhaps an unfortunate choice of wording
made in the 1980s, with the result that there is confla-
tion and confusion of terminology. Another quarter of
the ITSM users linked the term service to IT components
or IT quality measurements.

This conceptual confusion indicates immaturity of
the discipline of ITSM and a general lack of understand-
ing of ITSM practice areas. IT service management
appears to be defined ‘in the eyes of the beholder’ with
each organization determining what the term means in
its own context and implementing processes to fit its
context, regardless of how frameworks or standards
define them. Keeping in mind that the goal of any IT
Operations organization is to maintain its operational
status, good management practice dictates that some
level of service management be practiced regardless of
what it is called. This survey supports this notion.

Limitations of the Research

The respondents were representatives of U.S. companies,
who may or may not be representative of global respon-
dents or the respondents of any other particular country.
The research method utilized a self-report of service man-
agement usage, which may not accurately reflect the
actual implementation of ITSM. It should not be used, as
a predictor of ITSM adoption, as that was not the goal of
the research.

Future Research

Service management as an IT discipline is in its infancy
in the U.S. While there are some visible successes

reported, such as Proctor and Gamble (Galup, et al., 2007),
Unilever (Sherman, 2006), and AutoNation (Drucker,
2006), there are many more companies for which service
management is a multi-year, difficult transition that
meets resistance at every step. As an academic discipline,
ITSM is even less mature. The needs for future research in
the area are extensive.

This survey reports on the ideas and opinions of U.S.
managers; undoubtedly, European IT managers, who are
more steeped in ITIL, would answer differently. The
reported confusion of terminology makes it more diffi-
cult for academics and practitioners alike to communi-
cate and share knowledge and develop best practices.
Differences in global terminology, usage, and maturity
would be useful study areas.

Case studies to help understand the differences between
successful and unsuccessful ITSM implementations
would be extremely useful for IT managers. Identifying
good and bad methods of handling the cultural issues in
IT organizations should yield a set of best practices that
could benefit any company embarking on a service man-
agement improvement project. Questions of interest to
industry also include measuring the return on invest-
ment from service management activities, and how to
identify their organization’s biggest potential payback
areas.

Books such as the ITIL purport to be ‘best practices;’
however, the subject matter is presented without provid-
ing a mental map for how all of the materials fit
together. Further, there are few generic process maps
that help a reader gain a quick understanding of the
knowledge areas involved in a given process area. As a
result, managers and practitioners struggle to under-
stand what ITIL is even saying, and then they struggle to
determine how ITIL fits into their own organization.
Academic research could facilitate this understanding by
developing mental map information to provide a start-
ing point for ITSM novice understanding.

Conclusion

This research examined service management implemen-
tation and understanding in the U.S. Survey results
found that less than half of the companies had imple-
mented service management, no matter the term by
which it is called. From an ITSM standards and frame-
works perspective, little familiarity was found unless an
organization had adopted IT service management. Even
for respondents who have implemented service manage-
ment, the survey identified conceptual confusion on
exactly what constitutes IT services and confounding of
the various terms of service management, service level
management, business service management, IT gover-
nance, and IT service management.
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