Lecture 25: IT Governance 
Learning Objectives:
Introduction
IT Governance

In order to deliver value to our organisation (i.e. deliver our IS/IT strategy) we need IT Governance.

IT governance is about monitoring, and measuring performance. It concerns the directing and controlling of IT in delivering IT services.

IT Governance concerns the structure of relationships and process for directing and controlling IT.

 

Structure. How do we organise IT effectively? What are the best reporting structures?

 

Process: How do we control IT. What measurement process do we put in place? How do we set objectives and direction and measure performance?

 
Structure

 

Centralised

All IT Services delivered from central location.

 

Advantages:

Economies of scale.

Greater standardisation

High level of available expertise

Better control of information flows

 

Disadvantages:

Lack of flexibility.

Low user involvement

Low user ownership.

 

Decentralised

 

Individuals or departments deliver their own IT through separate IT departments,

 

Advantages:

Greater responsiveness to customer / environment

More ownership of data (obtaining it and using it)

Information at the correct level of detail

Robustness / reliability of operations

Possible cost savings

 

Disadvantages

Proliferation of incompatible systems.

Drift in IT infrastructure.

 

Federal

Infrastructure decisions taken at corporate level, IT management and use at a divisional of departmental level.

 

Advantages:

Economics of scales through centralisation of IT infrastructure

Local flexibility and IS ownership.

Disadvantages

Complexity.

Clash between centralist and decentralist protagonists.

 

BP Exploration : An example of Federal IT Governance

 

When British Petroleum Exploration (BPX) reorganised its IT, executives did not wish to loose central management control of IT (Earl et al, 1996). They felt that decentralisation:

Resulted in a larger expenditure on IT than that of a centralised approach. Individual local spending may be small, but added together, the expenditure is very large and difficult to reduce;

Resulted in back office operational systems being developed in preference to applications which support key business operations; 

Inhibited the development of a company-wide view of IT strategy;

Resulted in redundancy and duplicated systems;

Fragmented data across the organisation;

Increased the time needed to retrieve information from within the organisation.

 

BPX retained centralised IT budget authority, but managed this in a way that was sensitive to local needs. 

The IT department develop standards for infrastructure which were applied globally. 

They called this approach 'Centralised Topsight' since they took a high-level, global view of what the company required in terms of infrastructure. Having set the standards and commissioned and installed the infrastructure, they provided IT budgets to enable regional IT management to select applications which would meet local needs

Standards for infrastructure and systems are combined with local responsiveness and flexibility in the use of systems. 

 

Factors influencing type of IT organisation

Structure of corporate governance.

Size of organisation

Extent of geographic dispersion

Growth strategy of business - internal expansion or external acquisition

Degree of product/marketed relatedness in a multi-business firm

Line managers' IT experience

 

Comments to take into account in IT Governance

IT service should meet local information needs before addressing central information requirements.

Economies of scale generally require some centralisation.

Decentralised systems can be managed successful without loosing control from the centre

Uncontrolled decentralisation may be bad for information services 

 

Process

Control of IT involves:

Reporting mechanisms - through CIOs,

Objectives and performance measures.
Performance and Finance

Often performance is monitored through a balanced scorecard, as we have already discussed. 

That provides accountability upwards.

Accountability downwards, in which customers are made to thing about what they request involves SLAs, but may also be aided by a chargeback system.

Information Services Chargeback

The mechanism for allocating information services costs internally. The IS centre acts as a cost centre. Costs are made visible and users can judge the extent to which they obtain value from their use of IT.

 

Benefits of chargeback include :

 

Creating a service culture by treating users as customers

Controlling IT usage by removing unnecessary or frivolous requests

Identifying real costs of IT for senior management

Targeting resources more effectively

Controlling systems use

IT not taken for granted

Puts pressure on IT to run efficiently

 

 

Approaches to Chargeback

 

Do nothing

Allocate with corporate overhead

Inform users but don’t actually charge

Charge based on average cost

Estimate costs and charge based on standard cost for service

Prices based on standard rates

Functional charging based on price per unit (e.g. report)

 

Which Approach to Use?

Maturity of IS function

Availability of metrics

Availability of chargeback support systems

Support of higher management

Active end-user involvement

 

Associated Problems

User cannot afford worthwhile projects

Difficult to allocate fixed costs

Users unwilling to finance major systems

Effort of chargeback seen as a burden

 

Should be part of a broader approach to IT control (Drury 1997), including :

· service quality measurement

· performance and usage monitoring

· benchmarking

· quality monitoring programs

 

 

Concepts
Questions

Activities

Reading

