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ABSTRACT. The objective of this study is to explore the carngerformance of information
technology governance (ITG) in Saudi organizatiaissng the balanced scorecard model
introduced by the ITG Institute (ITGI, 2005). An pimcal survey was carried out to achieve this
purpose. Five hundred questionnaires were randdmtyibuted to a representative sample of
Saudi organizations and the response rate was 2984 esults of the study reveal that the vast
majority of respondents reported the importancéT@ performance measures. A majority of
them reported it had been measured, but a smalieber believe that such measures have
actually been used in evaluating the ITG perforreainctheir organizations. The results of this
study suggest that Saudi organizations should eetbetter governance of their IT in order to
ensure that an organization’s IT strategy is alignéh and supports the overall organization’s
strategy-- that IT supports the organization’s igbito exploit opportunities and maximize
benefits. The results also suggest that Saudi @afons should use their IT resources more
responsibly and manage their IT-related risks gmpmtely in order to champion the IT
development for the success of their businesses.
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1. INTRODUCTION

Many organizations are becoming increasingly depentdn information
technology (IT); and integrated information systearsd electronic document
management are becoming more popular each dayrdisgato the International
Federation of Accountants (IFAC), “IT encompassée tstrategic use of
technology to meet corporate goals; investmentshamdware and software
products; the acquisition, development, and implgateon of new systems; the
management and control of data; the managementamtdol of the transactions
processed; and the management and control of themation produced” (IFAC,
1995).

IT is a critical success factor for an organizatitirprovides an organization
with many opportunities to obtain competitive ade@es such as operational
efficiency, cost savings, reduction of human errargl it offers a means for
increasing productivity. IT also increases the sacy and speed of transaction
processing (Boynton et al., 1994; Rockart al., 196@ss et al., 1996; Broadbent
and Weill, 1997; Sambamurthy and Zmud, 1999; and-Koisa, 2006a and b). On
the other hand, IT is associated with many typess&s and threats such as: loss of
computer assets, erroneous record keeping, inctedse of fraud, competitive
disadvantage if the wrong IT is selected, losshefttof data, privacy violations,
and business disruption (Warren et al., 1998; @sliat al., 1999; Beasley et al.,
2000; Hermanson et al., 2000; Hadden et al., 2808; Abu-Musa, 2006a and b).
According to the Information Technology Governaihtsitute (ITGI) (2003) IT is
often seen as a “necessary evil,” but considerdibaetately IT can provide an
organization with good opportunities to add valoeits products and services,
assist in competitive positioning, contain costsd amprove administrative
efficiency; and increase an organization’s manageffectiveness.

Rau (2004) argued that the term "governance" isliighaligned and misused
In business nowadays. While, Peterson (2004) cuoefirthat ITG is a topic that
has recently been rediscovered, where, the rictalmdary emerging from the
literature is like a terminological jungle in whielmy newcomer plants a seed. ITGI
(2005a and b) stated that the overall objectivéT® is to understand the issues
and the strategic importance of IT, so that anmigghion can sustain its operations
and implement the strategies required to extendatwities into the future. ITG
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aims at ensuring that the expectations for IT atesfctorily met and that the IT
risks are appropriately mitigated. Boards and etréeumanagement generally
expect their organization’s IT to deliver busineatue, i.e., provide fast, secured,
high-quality solutions and services, generate measie return on investment, and
move from efficiency and productivity gains towardlue creation and business
effectiveness.

Corporate governance and ITG are integrally intatee, thus making ITG a
subset of corporate governance. Corporate goveenanconcerned with board
roles, board composition, board characteristicaydb@nd organizational structure
and processes in order to develop, implement anditanocorporate strategy
(Kakabadse and Kakabadse, 2001). However, ITGlaseceto the distribution of
IT decision-making rights and responsibilities ampasrganization stakeholders,
and the procedures and mechanisms for making amitoriag strategic decisions
regarding IT (Peterson, 2004). ITG concentrateshenstructure of relationships
and processes related to developing, directingcantrolling IT resources in order
to achieve the organization’s goals through valdeireg contributions, balancing
risk versus return over IT resources and manadingrdcesses. IT resources refer
mainly to the tangible assets, while processesrdbeesetting of objectives, giving
direction on how to achieve objectives and meagutime ITG performance.
Effective ITG assists in achieving an organizatosuiccess by both efficiently and
effectively deploying secure and reliable informatithrough the application of
new technology (Kakabadse and Kakabadse, 2001 ;T&i¢ 2005, Abu-Musa).

Evaluating the performance of ITG has become aroitapt issue for many
organizations. Wilkes (2004) argued that good perémce measures need to go
beyond the traditional financial measures, andndude those aspects of the
business that are strategically important. Accalyinmarket share growth may be
key when building a new business, whereas, custdifegime value will be
important when focusing on profitability and cost serve. However, if an
organization wants to be known for excellent cuginigervice, the measures for
dealing with inquiries and complaints, levels oftumer satisfaction, as well as
the operation of the order, dispatch and invoigimgcesses should be carefully
managed (Wilkes, 2004).

The objective of this paper is to empirically exaethe current status of ITG
performance using the ITGI balanced scorecard mnd8hudi organizations. An
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empirical survey was carried out to achieve thipppse. The results of the study
are expected to enable Saudi organizations torhatigerstand ITG performance
measures in place, and to use their IT resourcgsonsibly, manage their IT-

related risks appropriately, and to champion theléVelopment for the success of
their businesses.

The remainder of this paper is organized into rsaetions. The next section
introduces the concept of ITG, and section thrgélights the research objectives.
Section four presents the literature review reldtethe evaluation of ITG, while
section five introduces the ITG evaluation modekcti®n six introduces the
research hypotheses, and section seven descrileesesiearch methodology.
Section eight highlights the results and discussidre final section of this paper
presents the conclusion and recommendations frduresearch.

2. THE CONCEPT OF IT GOVERNANCE (ITG)

Control Objectives for Information and Related Tealogy (COBIT) (1998)
iIssued by the IT Governance Institute (ITGI), hasireed ITG as “a structure of
relationships and processes to direct and contrel drganization in order to
achieve the organization’s goals by adding valudeAtalancing risk versus return
over IT and its processes.” While, The Informati®gstems Audit & Control
Foundation considers ITG as an integral part ofgdhecess of an organization’s
governance by assuring efficient and effective mesdde improvements in related
organization processes. ITG also provides the tstre¢hat links IT processes, IT
resources, and information to organization strategnd objectives (ISACF, 1998).
Furthermore, ITG integrates and institutionalizestbpractices of planning and
organizing, acquiring and implementing, deliverargl supporting, and monitoring
IT performance to ensure that the organization®rimmation and related
technology support its business objectives. ITGsthoables the organization to
take full advantage of its information, thereby maixing benefits, capitalizing on
opportunities and gaining competitive advantagey(©g 2002).

Lainhart (2001) argued that the function of ITGgigite similar to corporate
governance, although it is a more focused arerk&. &m organization itself, IT also
could be governed by best practices. For IT, tipeaetices are designed to ensure
that the organization’s IT resources are used resply, its risks are managed
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appropriately and its information and related texbgy support its business
objectives (Lainhart, 2001). According to Rau (20€# word governance refers
to the way the organization goes about ensuringdtrategies are set, monitored,
and achieved. When it is applied to IT then, efiectTG is about the way senior
management interacts and communicates with IT feade ensure that IT

investments enable the achievement of businessegyran an effective and

efficient way.

ITG also describes the selection and use of orgtaral processes to make
decisions about how to obtain and deploy IT resssiennd competencies (Luftman
et al., 2004). Therefore, ITG is focusing on whokegmthese decisions (power),
why they make them (alignment), and how they makent(decision process). ITG
Is also concerned with how such decisions are matie, makes the decisions,
who is held accountable, and how the results dfehaecisions are measured and
monitored (Brown and Nasuti, 2005; and Symons, 200&kabadse and
Kakabadse (2001) suggested that the ITG practiceldtensure that IT activities
support business goals, maximize investments irahd appropriately assess IT
related risks and opportunities.

Peterson (2004) confirmed that “ITG is a complegtes, involving different
business and IT stakeholders with specific peroepti views, goals, and
motivations. Different stakeholders have specifiteiests and stakes in IT.
Although each constituency may be correct in puiguiis own strategic objectives,
their "single blinded" focus impedes effective gmance of IT (Peterson, 2004).”
Kakabadse and Kakabadse (2001) also argued thdt orgemizations recognize
the importance of ITG as a critical factor to thHauisiness success, and that ITG is
a mechanism for addressing issues that fall urigetarger umbrella of matching
business requirements with technology applicationglanning for the future.
While, ITGI (2005) considers ITG as the set of wmespbilities and practices
exercised by senior management of the organizalesigned to establish and
communicate strategic direction, ensure realizat@dngoals and objectives,
mitigate risk, and verify that assigned resources wsed in an effective and
efficient manner (ITGI, 2005a and b).

Based on the above discussion, ITG could be defiagda structure of
relationships which links IT processes; IT resosyceand information to
organization strategies and objectives to diredt@mtrol the organization in order
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to achieve the organization’s strategies and obgsxt ITG also integrates best
practices of planning and organizing, acquiring angdlementing, delivering and
supporting, and monitoring IT performance to endina the organization’s IT
resources are used responsibly, its risks are nednagppropriately and its
information and related technology are supportiadpusiness objectives.

3. OBJECTIVES OF THE RESEARCH

The objective of this research is to explore thpartance, measurement, and
the usage of the of ITG model in evaluating the Ip&formance in Saudi
organizations. The current research empiricallyneras the balanced scorecard
model introduced by ITGI (2005) to evaluate thef@mnance of ITG in the Saudi
environment. The ITGI proposed model has been edvisy the author by
introducing a fifth dimension namely, an environtarcontribution to evaluate
the IT contribution in maintaining and improvingettenvironment (Abu-Musa,
2005). The current research attempts to answepllogving research questions:

e Do Saudi organizations comprehend the importancdT@ performance
measures?

e Do Saudi organizations actually conduct ITG perfamecemeasures?

e Do Saudi organizations actually use those measorevaluating their ITG
performance?

e Are there any significant differences among Saudjanizations regarding
their perception of the importance of ITG perforcemeasures?

e Are there any significant differences among Sauwdanizations regarding the
usage of the ITG performance measures?

4. LITERATURE REVIEW

Reviewing the literature on evaluation of the IT@&veals the paucity of
available studies in this particular area of reseaOne reason is that ITG is
considered a relatively new research area. COBH9§) introduced a Self-
Assessment checklist for ITG that would help auditto determine each of the
COBIT processes. The proposed ITG checklist prevae important tool to help
companies get started evaluating their own ITGesyst(Lainhart, 2001).
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Kakabadse & Kakabadse (2001) discussed the neeshfimtegrated model for
ITG. The paper introduced the control and stakedroldodels as the two key
models of IT governance. The results of the studyealed that successful
organizations need to integrate the IT contributigti their strategies, culture and
desired ethics of the organization in order toiattausiness objectives, optimize
information value and capitalize on the utilizatiaf technology. However,
knowledge-based organizations, which integrate armbmmodate the needs of
customers, business partners, vendors and othstitcemts, rely on the efficient
and effective sharing of information, in order tffetentiate themselves from the
competitors in terms of knowledge management. Thysalso suggested that the
stakeholder philosophy to governance will becomeeprinent in the future for
ITG.

In 2003, ITGI commissioned Price Waterhouse CooffevgC) in Brussels to
survey a number of sectors including IT and telemmmication, financial services,
manufacturing and the public sector to investigae main IT-related problems
facing ITG. The survey included a sample of 7,08€pondents from a number of
commercial databases of worldwide companies. Ot Haanple, merely 300
interviews were conducted with chief executive adfs and chief information
officers of companies located in 21 countries by BFAWWC International Survey
unit. The results of the survey revealed that tlstnimportant top ten IT-related
problems reported by the respondents were: inadequew of how well IT is
performing, operational failures, staffing problertise number of problems and
incidents within IT, a high cost of IT with low gh on investment, lack of
knowledge of critical systems, manageability ofagdatisconnect between IT and
business strategies, unmanaged dependencies basebéyond direct control, and
the number of errors introduced by critical systeiiise study also reported that
the vast majority of business leaders recognizertiportance of IT as a critical
factor for an organization’s ability to achieve imess results. However, only 40
percent of the respondents indicated they intertdezbnduct ITG measures, yet
when probed further, it was apparent that many aeehmeasures in swing, but
they are not labeled as ITG measures (Scott, 280d,Sraeel, 2004). The “IT
Governance Global Status Report” issued by thertmétion Systems Audit and
Control Association's IT Governance Institute amsghlighted executives' future
priorities for addressing those problems (Scot)40



78 The International Journal of Digit AccountingResearh Vol. 7, N. 1314

Peterson (2004) introduced the concept of ITG, disdussed the requisite
integration capabilities for effective ITG architees. The case of Johnson &
Johnson is used to illustrate the challenges, prob] and processes associated
with ITG design in complex contemporary organizasioThe emerging paradigm
for ITG adapted in that study is based on collati@nanot control, where the need
for distinct competencies is recognized, develo@ad] shared adaptively across
functional, organizational, cultural, and geograpboundaries. The results of the
Peterson’ study revealed that for IT to be effextiiTG needs to focus on the
horizontal integration capabilities, and to be ableoordinate and integrate formal
and informal IT decision-making authority acrossibess and IT stakeholders.

Huff et al., (2004) studied the relationship betwdsoards and ITG and
interviewed 17 medium-to-large US companies. Thsellte of the study revealed
that full boards of resource companies seldomyérediscuss ITG issues. By
contrast, financial service companies were moneelgtinvolved and interested in
ITG. According to the study the boards could sigaifitly improve their
effectiveness and performance by adopting a fevplsimeasures with regard to
ITG issues. Boards should consider having the ahfefmation officers (CIO) or
equivalent attend board meetings regularly. The Ghould be called upon to
provide occasional brief information sessions taraease the level of IT
understanding on the board. The results also stegyeaecruiting at least one
director with an IT background, and the board clmawst perceive IT issues as
being "worthy" of board consideration. The resufsHuff et al., (2004) also
revealed that boards in the resource sector redsiia¢ their comparatively low
level of concern for ITG resulted from their mod€Btbudgets in comparison to
their corporate budgets and revenues. They alsceped their companies as
having only a modest degree of operational deperedem IT. By contrast,
financial services companies were much more agtivefolved in IT governance.
In the last firms, IT capital investments often exd 50 percent of their capital
stock, and IT spending relative to revenues isdrighan in the primary industry
companies. The results also revealed that finarsgaVices sector, especially
banks, showed more concern about IT risk exposure.

Brown and Nasuti (2005) examined the effectiver@sthe IT and security
governance in terms of Sarbanes-Oxley Act compéiandhe IT organization. The
results of the study revealed that in organizationth the least effective IT
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governance, decisions were led by management asmdss unit leaders in IT
principles, IT architecture, IT infrastructure, mess application need, and IT
investment. On the other hand, in organizationgh vine most effective IT

governance, IT decisions were shared by managernesitiess unit leaders, and
IT specialists, with IT specialists leading the idemn making in IT architecture

and IT infrastructure.

The current study is a trial to explore the cursatus of ITG performance in
Saudi organizations using the ITGI balanced scodecamodel. The ITG
governance seems to be a new and pioneer isso@afoy Saudi organizations. It is
expected that many of Saudi organizations mightcootprehend the importance
of ITG performance measures proposed in the IT@w&d scorecard model. It is
also expected that some of the large organizatiespecially the banks and
financial institutions, would pay more attentionth@ ITG measures in evaluating
their ITG performance.

5. ITG PERFORMANCE EVALUATION MODEL

ITG is not an isolated discipline. It is an intdgpart of overall organization
governance. According to the ITGI (2005) the nemdihtegrate ITG with overall
governance is similar to the need for IT to bergagral part of the organization
rather than something practiced in remote corneérsvary towers. The ITG
governance process starts with setting the IT dlgswhich provides the primary
direction for the IT activities required for achieg these objectives. The IT
objectives should be driven from IT strategy andyredd with the overall
organization strategy (ITGI, 2003, 2005a and b; abd-Musa, 2005) (figure 1).
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1 Organization Strategy ‘ :

IT Strategy <

Provide IT Direction

IT Activities

¢ Increase automation (make thq
business effective)

e Decrease cost (make the
enterprise efficient)

e Manage risks (security,
reliability and compliance)

Set IT Objectives

e IT is aligned with the business

¢ IT enables the business and
maximizes benefits

e IT resources are used responsibly

o |T-related risks are managed

appropriately

Compare

Measure the Performance of ITG

Figure 1: ITG Framework
Source: Adapted from ITGI, 2005

The ITG intends to direct IT activities to achietree following objectives:
alignment of IT with the organization and realinatiof the promised benefits, use
of IT to enable the organization by exploiting ogpaities and maximizing
benefits, responsible use of IT resources, andogpite management of IT-
related risks. Accordingly, a continuous loop skloié established for measuring
the IT performance, comparing the achieved perfagedo the stated objectives,
and resulting in the redirection of activities whkeer it is necessary and a change
of objectives whenever it is appropriate. Settifigdbjectives is primarily the
responsibility of the board, while the measuring ggerformance is considered the
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responsibility of management. It is suggested #®ting the IT objectives and
performance measures should be developed in cosgcettat the objectives are
achievable and the measures represent the obgeciresctly (figure 1). Based on
the IT direction provided, some necessary actwitghould be carried out to
achieve the stated objectives such as increasingmation and making the
organization more effective, decreasing cost an#timgathe entire organization
more efficient; and managing risks (security, talisy and compliance) more
appropriately (ITGI, 2005, and Abu-Musa, 2005).

Kakabadse & Kakabadse, (2001) argued that despitbeogrowing of the
literature which linking ITG to organization perfpance, there is equally of an
emerging diversity of stakeholders in the markeicp] each pursuing legitimate
agendas. Contrary to the popular view that ITG tp@dy impacts on the
achievement of IT goals, the research results sthat ITG contribution varies
both in terms of how it is utilized and its apptioas effectiveness across different
organizations. Moreover, the quality of ITG contiion to enhancing corporate
performance is substantially affected by the forfnlT8G model utilized and
contextual variables, such as regulations, stasgdacdmpany culture, etc. In
addition, a CIQO's relationship with other membefdh® "governing body" can
enhance or damage the ITG impact on corporate qmeaface.

However, it is argued that ITG could add real valodhe business through
balancing risk versus return, and to ensure theévetgl of information that
addresses the required criteria of effectivendfisiency, confidentiality, integrity,
availability, compliance, and reliability. ITG isx@bled by an appropriate control
process that directs and monitors the delivery o$iress value by IT by
considering critical success factors that levetdgesources (Bodnar, 2003).

ITG focuses on IT's delivery of value and mitigatiof the IT risks in the
business. IT delivery of value could be achievedstogtegic alignment of IT with
the organization. While, mitigation of the IT risksuld be accomplished through
embedding accountability into the organization. Isactivities need to be well
supported by adequate resources. Furthermore rfdrp@ance should be measured
to ensure that the desired results are obtaingdréi2). It is also observed that the
five main focus areas for ITG are driven by stakdbovalue. Two of them are
outcomes: value delivery and risk management. Wltilee of them are drivers:
strategic alignment, resource management (ITGI5ap0
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IT Resource
Management

IT Value
Delivery

Risk
Management

IT Strategic
Alignment

I

Stakeholder
Value Drivers

Performance
Measurement B

Figure 2: Focus Areas of IT Governance

Source: ITGI, 2005

Strategic alignment focuses on aligning IT with ibass and collaborative
solutions. It ensures that an organization’s inwesit in IT is in harmony with its
strategic objectives, and builds the capabilitiesassary to deliver business value.
However, IT value delivery concentrates on optimigzexpenses and proving the
value of IT. ITGI (2005a) stated that the basiapiples of IT value are the on-
time and within-budget delivery of appropriate guyalwhich achieves the benefits
that were promised. In business terms, this isnoftanslated into: competitive
advantage, elapsed time for order/service fulfiltpecustomer satisfaction,
customer wait time, employee productivity and pedfility”. Therefore, the
organization should set expectations relative ¢éoctbntents of the IT deliverable:

- Fit for purpose, meeting business requirements,
- Flexibility to adopt to future requirements,

- Throughput and response times,

- Ease of use, resiliency and security, and

- Integrity, accuracy and currency of information@IT 2005a).
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IT risk management addresses safeguarding of ldtgsdisaster recovery and
continuity of operations. While, resource managdncencentrates on optimizing
knowledge and IT infrastructure. A key to succelsStperformance is the optimal
investment, use and allocation of IT resources ffjeapplications, technology,
facilities, data) in servicing the needs of theawnigation. ITGI suggests that IT
governance is a continuous life cycle, which carebtered at any point. Usually
one starts with the strategy and its alignment ughout the enterprise. Then
implementation occurs, delivering the value thatetyy promised and addressing
the risks that need mitigation. At regular intesvedome recommend continuously)
the strategy needs to be monitored and the reswssured, reported and acted
upon. Generally on an annual basis, the strateggasaluated and realigned, if
needed (ITGI, 2005a and b). The cycle of the IT&pss is illustrated in figure 3.

Measilire
LJse

Resource
« Knowledge

Processes

Directs

Drive Improve

Report

Stakeholdel
Value Drivers

Strategy 4

* Capability
* Information

Results
« Qutcome

» Performance
* Risk

Confirm
Or
Change

Figure 3—IT Governance Proces

Source: ITGI, 2005

It is also observed that many organizations faimaximize the efficiency of
their IT assets and optimize the costs relatinpése assets. Organizations need to
measure the effectiveness of their ITG, both edeaispects as well as the internal
performance of ITG. Wilkes (2004) concluded witle following prescriptions for
evaluating the ITG performance:

- Boards need to measure the external perceptidreosfdovernance practices.
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- Performance measures need to be supplemented bsxtueat information on
the business and its situation.

- Measures should be unique to the organizationtarmbmpetitive strategy.

- Performance measures chosen should be used to terafisrussion and
decide actions.

- Information can often be hidden or misinterpret@dgan help manage this and
be used to gain insights to direct performance avpments (Wilkes, 2004).

Performance Measurement is very important to evallig delivery and the
monitoring of IT services. According to ITGI (200performance evaluation
strategy has been taken on a new urgency as oagi@mig mobilize intangible and
hidden assets to compete in an information-basedagleconomy. The means of
value creation has been shifted from tangible t@mngible assets. However,
intangible assets generally are not measurableughrotraditional financial
measures. Such traditional financial performanceasues have been severely
criticized for their historical focus and shortsferemphasis. The balanced
scorecard model is recommended to assist in tigarde The balanced scorecard
model translates the business strategy into actmashieve the stated goals with a
performance measurement system that goes beyonerdmnal accounting.
Measuring these relationships and knowledge-bassetsiis necessary to compete
in the information age (ITGI, 2005a and b).

Robert Kaplan and David Norton argued that in tinéormation age,
organizations require new capabilities for compatitsuccess, such as customer
relationships, product innovation, customized poislu employee sKills,
motivation, and information technology. By includiall critical success factors in
the performance measurement system, the orgamzailbhave a better idea of
how to achieve its goals (Kaplan and Norton, 128®1, and 2004).

Lawton, (2002) suggested that a balanced scorgmarddes an important
management decision tool and intended to be a fnamkefor linking strategy with
operational performance measures. It provides daghated report, usually
showing diverse areas of performance an organiz&atues most (Lawton, 2002).
The balanced scorecard also links the traditionalicial perspective process, and
learning and growth. It also mixes outcome meas(theslagging indicator) with
performance drivers (the leading indicator).
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In recent years, the balanced scorecard has beplecago information
technology (IT). The IT BSC is becoming a populasltwith its concepts widely
supported and employed by international consufjamtips such as Gartner Group,
Renaissance Systems, Nolan Norton Institute, ahérat As a result of this
interest, the first real-life applications are sty to emerge (Grembergen et al.,
2003).

ITGI (2005) introduced a proposed model for evahgaiTG performance
using a balanced scorecard approach. The propasdiced scorecard model
intends to measure ITG performance along diffedemiensions: financial aspects,
customer satisfaction, process effectiveness andeficapability, and reward IT
management based on measures that usually inchitelded uptime, service
levels, transaction throughput and response time$s application availability
(ITGI, 2003, 2005a and b). The proposed model wased by Abu-Musa (2005)
by incorporating a fifth perspective, namely th@immmental contribution (Figure
4).

By using the balanced scorecard model, managersesfieg on more than
short-term financial measures as indicators ofdiganization’s performance. It
also takes into account the intangible items suchearel of customer satisfaction,
streamlining of internal functions, creation of ogi®nal efficiencies, and
development of staff skills. The balanced scorecaatiel has unique and more
holistic view of business operations which conttdsu to linking long-term
strategic objectives with short term actions. Hosrevat the heart of these
scorecards is management information supplied Wbgvaat stakeholders and
supported by a sustainable reporting system (figdrdn the balanced scorecard
model, IT does more than provide information toambta global picture as to
where the enterprise is and where it is going.fdbdées and sustains solutions for
the actual goals set by the financial (enterpresource management), customer
(customer relationship management), process (ietraand workflow tools),
learning (knowledge management), and environmédd&aieloping and protecting
the environment) dimensions of the scorecard (I2ZB03, 2005a and b; and Abu-
Musa, 2005).

The ITG balanced scorecard model provides the baaddmanagement with
an effective tool to achieve IT and business alignimnHowever, in order to apply
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the balanced scorecard concepts to the IT fundidgal (2005) have redefined the
traditional perspectives of the model as follows:

- Organization contribution: How do business exeadivview the IT
department?

- User orientation: How do users view the IT departife
- Operational excellence: How effective and efficiardg the IT processes?
- Future orientation: How well is IT positioned to ehéuture needs?

- Environmental perspective: how should we maintaimd adevelop the
environment? (Figure 4).
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Environmental Contribution
(Maintaining and improving
the environment)

Air pollution rate compared with
acceptable rate.
Noise pollution rate compared with
acceptable rate
Water pollution rate compared with
acceptable rate
Soil pollution rate compared with
acceptable rate

Corporate Contribution

(Ensuring effective IT governance)
e Align IT with business objectives
Deliver value
Manage costs
Manage risks
e Achieve inter-company synergies

A A
H H
Customer Orientatiqn - H Future Orientation
(Measuring up to business E E (Building the foundation for future
. gxpectatlons) = = delivery and continuous learning and
Service Provider - growth)
+ Demonstrate competitive costs ) « Attract and retain people with key
. Dehvey good service Information competencies
Strategic Contributor ) € - * Focus on professional learning and
* Achieve positive impact on business development
processes . « Build a climate of empowerment and
. Enablfe achievement of business responsibility
strategies H H « Measure/reward individual and team
H H performance
H H « Capture knowledge to improve
: : performance
T \ v

Operational Excellence
(Performing the IT functions with increasing credihility and impact)

Operational Excellence
* Mature internal IT processes

* Manage operational service
performance
* Achieve economies of scale

platforms
« Deliver successfulT projects

« Build standard, reliable technology

Business Partnership
« Deliver successful IT projects

* Support technology users
* Plan and manage IT service

delivery

» Understand business unit

strategies

Technology Leadership
» Understand business unit

strategies

* Propose and validate enabling

solutions

« Understand emerging
technologies
» Develop enterprise architecture

a

Figure 4: Balanced Scorecard for Evaluating ITG
Performance
Source: Adapted from ITGI, 2005
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Stakeholders play an important role in the ITG pest Stakeholders are
anyone who has either a responsibility for or apeexation from the organization’s
IT, e.g., shareholders, directors, executives,nass and technology management,
users, employees, governments, suppliers, custaanershe public. At the heart of
the governance responsibilities of setting strategywnaging risks, allocating
resources, delivering value and measuring perfocenaare the stakeholder values,
which drive the organization and IT strategy. Simshg the current business and
growing into new business models are considerdetdder expectations and can
be achieved only with adequate governance of tganmzation's IT infrastructure
(ITGI, 2003, 2005a; and Abu-Musa, 2005).

It is also argued that ITG could be carried outdifferent layers. For
example, team leaders report to and receive dwedtom their managers, while
managers report up to the executive; and the execué¢ports to the board of
directors. Reporting includes descriptions of aryivdies that show signs of
deviating from targeted objectives. It is suggestest each level, when reporting
these deviations, should include recommendationadtion that must be authorized
by the governing level above. The effectivenessuah layered approach depends
on successful cascading of strategy and goals dotenthe organization (ITGlI,
2003, 2005a and b). Figure summarizes the objectives of each specific ITG
performance evaluation area from which measuresbeaderived, and provides
some proposed ITG performance measures. The cwstedy incorporates these
ITG performance measures in a self administerecgtopmnaire to be empirically
tested in Saudi environment. The current study eogily investigates the
importance, measurement, and the usage of ITG npeafce measures in Saudi
organizations.

6. RESEARCH HYPOTHESES

The current research investigates the followingolypses:

e Saudi organizations do not consider performancesurea proposed by the
ITGI balanced scorecard model as important faatoesvaluating their ITG
performance.

e Saudi organizations do not actually measure thdopeance measures
proposed by the ITGI balanced scorecard model aduating their ITG
performance.

e Saudi organizations do not actually use the pedocea measures proposed
by the ITGI balanced scorecard model in evaluatey ITG performance.

e There are significant differences among Saudi argéions regarding their
usage of the ITGI balanced scorecard model in etial the performance
of ITG.
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/. RESEARCH METHODOLOGY

In this study, an empirical survey, using a seliradstered questionnaire,
was conducted to explore the importance, measu,uae of the ITG balanced
scorecard model in Saudi organizations. The quewtioe was pre-tested on
selected members of academic staff and accountagifponers and was piloted on
a selected sample of Saudi organizations. Commants suggestions were
considered in the development and revision of tmalfquestionnaire. The
guestionnaire incorporated the proposed ITG bathscerecard model introduced
by ITGI (2005) and revised by Abu-Musa (2005) to drapirically examined in
Saudi organizations.

To make it easy for respondents to answer thes&iqos and to go through
the questionnaire, the ITG performance measureslassified under five categories
in accordance with the revised balance scorecardeindén order to increase the
respondent’s motivation for completing the sunadlyquestions that were similar in
content and dealt with the same ITG performanca aregroup were collected
together under that specific group. Also, to makeasy for respondents to answer
its questions and go smoothly through the list dbbéhor meticulously considered
the sequence and arrangement of the ITG performaneasures in the
guestionnaire.

Five hundred questionnaires are randomly distribute different types of
Saudi organizations (Manufacturing companies, n@rdlsing companies, banks,
insurance companies, oil and gas companies, semarepanies, health care
organizations, government units, and others) ie Baudi cities: Riyadh, Jeddah,
Dhahran, Dammam, and Al-Khobar. After the follow, @Wpne hundred and forty
seven questionnaires, representing a 29.5% iméisponse rate were collected.
However, 26 uncompleted questionnaires were exdldden the analysis, where
the respondents refused to complete the questi@snalaiming that it had sensitive
and confidential information. After excluding thecomplete and invalid responses,
the research ended with one hundred twenty ond aad usable questionnaires,
representing a 24.2 percent response rate.

A reliability test was carried out on the questiame using the Alpha
Cronbach model, to explore its internal consistebaged on the average inter-item
correlation. The result of the reliability test sf®that the questionnaire design is
highly reliable, and the collected data relatetil@ performance measures in Saudi
organizations are highly reliable and consisteriplfa = 0.8134). The student test
was also carried out investigate if there were sigyificant differences between
early responses (180 questionnaires) and late mespo(41 questionnaires). The
results of the student test show no significantedinces between early and late
responses (at significance level p 0.05), whiclvioes evidence of a representative
and unbiased selected research sample.

The collected data show that eleven of the respgndrganizations are
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manufacturing companies and fourteen are retailchagdising organizations,

representing 9.1 percent and 11.6 percent of tia tesponses respectively (Table
1). However, 22 respondents are banks — repreget@®®2 percent of the total

response. While, 26 of the respondents (21.5 pgrbefong to service companies,
and 15 respondents (12.4 percent) are from thanailgas industry. Moreover, 10
respondents (8.3 percent) belong to health carenagtions and 17 respondents
(6.2 percent) are governmental units. Finally, 15he respondents (12.4 percent of
the total) belong to other organizations, e.g. Isptear rental organizations, décor
and carpentry firms, publishing and printing orgations, accounting and auditing
firms, construction companies, and design orgaioizat

The Research Sample According to The Research Sample According to
Business Type Respondent Type
Type of Business Frequency | Percent Job Title Frequency Percent
Manufacturing 11 9.1 Executive Manager 41 33.9
Merchandising 14 11.6 Internal Auditor 9 7.4
Banking 22 18.2 | Staff Accountant 6 5
Health Care 10 8.3 Cost Accountant 4 3.3
Services 26 21.5 IT Specialists 29 24
Oil and Gas 15 12.4 | Controller 7 5.8
Government 8 6.6 EDP Auditor 2 1.7
Others 15 12.4 | Others 23 19
Total 121 100.0 Total 121 100.0

(Table 1: The Research Sample)

As (Table 1) shows 41 of the respondents (33.9 guéjcare executive
managers; 29 respondents (24 percent) are IT $pegia9 respondents (7.4
percent) are internal auditors; and 7 respondehi® percent) are controllers.
Moreover, 10 of the respondents (8.3 percent) waskaccountants and two
respondents are EDP auditors.

The collected data has been analyzed using thistitat Package for Social
Sciences (SPSS) version 14. Descriptive statis(gisch as frequencies and
percentages) of the collected data was performedetatify the main characteristics
of the research variables. In addition, non-paraméests (Kruskal-Wallis tests)
were carried out to test the importance, usage jraptementation of ITG balanced
scorecard model in Saudi organizations. Non-panandests — rather than
parametric tests — are the most appropriate stafigests for analyzing the data
collected in this research since these tests astrifalition free,” do not require
normal distribution of data, and can efficientlyati&ith small size samples. Non-
parametric tests are also very suitable to anatguminal, ordinal, categorical, and
scale ranked data which makes it more appropraatéhfs research (See: Dickinson,
1990; Miller, 1991; Hessler, 1992; Melville and @aadd, 1996; and Abu-Musa,
2006a and b).
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8. RESEARCH RESULTS AND DISCUSSION

ITG is very much concerned about the delivery ofvBllue and mitigation
of the IT risks in the business. According to ITGE first issue is driven by
strategic alignment of IT with the business, whitee second issue could be
achieved by embedding accountability into orgamzet In addition, adequate
resources should be provided and adequate perfeemameasures should be
implemented to ensure that the desired resultslaened. This section presents the
main results related to the respondents’ perceptdnthe importance, the
measurement and the usage of ITG performance neasuiSaudi organizations.
The results of ITG performance measures are cagegounder the five main
perspectives that have been addressed in the kdl@corecard model proposed by
ITGI (2005) and revised by Abu-Musa, 2005.

8.1. CORPORATE CONTRIBUTION

ITGI (2005a) argued that the main concern of ITueais the delivery of
appropriate quality, which achieves the promisetebts are on-time and within the
stated budget. In business terms, IT value is oframslated into achieving
competitive advantage, elapsed time for order owise fulfilment, customer
satisfaction, customer wait time, employee proditgtiand profitability. However,
several of these indicators are either subjectiv@ifcult to measure, something all
stakeholders need to understand. Often, top mareaageamd boards fear to start
major IT investments because of the size of inveatnand the uncertainty of the
outcome. For effective IT value delivery to be asled, both the actual costs and
the return on investment need to be managed.

The value that IT adds to the business is a funatiothe degree to which
the IT organization is aligned with the businesd ameets the expectations of the
business. The business should set expectatiornsveeta the contents of the IT
deliverable:

e Fit for purpose, meeting business requirements
Flexibility to adopt to future requirements
Throughput and response times
Ease of use, resiliency and security
Integrity, accuracy and currency of information@IT 2005a; and Abu-
Musa, 2005).
Sraeel (2004) suggested that ITG should be comzidéy the senior
management or board responsibility in relation Toid order to ensure that IT is
aligned with business strategy, delivering functidy and services in keeping with
an organization's needs (Sraeel, 2004). The resulise study reveal that the vast
majority of the respondents (97 percent) belieweithportance of aligning IT with
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business objectives as an ITG performance meablangever, merely half of the

respondents (54.5 percent) stated that aligningitii business objectives is always
measured, while another 40.5 reported that it ieiones measured in their
organizations, and a few of them (6 percent) condd that it had never been
measured in their organizations. On the other Hessl that half of the respondents
reported that aligning IT with business objectii@sisually used in evaluating the
ITG performance, and another 43 percent of theoredgnts revealed that it is
sometimes used.

The results also reveal that the great majority tlé respondents
(approximately 90 percent) considered deliveringlugaan important ITG
performance measure (Table 2) and it had actuainbused in evaluating the
performance of ITG in their organizations. Whilenlyo 17.5 percent of the
respondents reported it had never been used inaa ITG performance in their
organizations.

According to the results it seems that managingscasd managing risk of
ITG are considered as an important ITG corporatetriution performance
measure for most Saudi organizations. Most of #spondents also reported that
managing IT cost and risk are actually measurethamr organizations. However,
18.2 percent of the respondents reported that nragagpst was never used in
evaluating ITG performance, while 15.7 of them & that managing IT risk was
never used as an ITG performance measure by ttggnzations.

Again, the results of the study reveal that theamigj of respondents (91.8
percent) consider achieving inter-organization sgies important ITG performance
measure. Moreover, almost one third of the respamisdbelieved that achieving
inter-organization synergies was usually measurdteair organizations, while 54.5
percent of the respondents reported that it wasesoms measured in their
organizations. Although the vast majority of thependents (87.6 percent) reported
that achieving inter-organization synergies hachlreeasured in their organizations,
it is observed that more than one-quarter of trepardents reported that it had
never been used in evaluating the ITG performandbkeir organizations (Table 2).
It is also observed that financial institutions esetvices organizations are more
concerned with making sure that their organizatidngisions and plans are aligned
with corporate strategic directions.

The results of Kruskal-Wallis test reveal no sigaiht differences among
different Saudi organizations regarding the impureaof corporate contribution
performance measures of ITG except for deliverialye of IT (atp 0.05). On the
other hand, the results of the Kruskal-Wallis t€Bable 3) displays significant
differences among different jobs regarding the ggennce measures of corporate
contribution related to ITG except for achievingeiorganization synergies at
significance levelp 0.05. In all cases executive managers, IT spetsadisd EDP
auditors show higher values of the importance of Iperformance measures
compared to the others (Table 3).
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The Kruskal-Wallis test statistics show significadifferences among
different organizations in measuring corporate ©bation of IT related to
managing IT costsp(0.011) and achieving inter-organization synergmes0(003).
While, the results of Kruskal-Wallis test statistishow no significant differences
among different respondent groups except for defigdT values p 0.010) at their
organizations (Table 3). The statistical resulsoateveal significant differences
among the different Saudi organizations regardimg usage of the following IT
corporate contribution measures in their orgarorati aligning IT objectives with
business objectives; delivering value; and achgewter-organization synergies at
significance levelp=0.05. However, the results show no significant edéhces
among different respondent groups regarding thgeus& IT corporate contribution
measures in their organizations=(0.05).

8.2. FUTURE ORIENTATION

The performance measures under this category &eedeto building the
foundation for future delivery of IT value, and tomous leaning and growth in
organizations. The results reveal that attracting a@etaining people with key
competences is one of the important performancesunea in Saudi organizations
(Table 2). The statistics also show that 48 respotd(39.7) reported attracting and
retaining people with key competences are alwayssared, and a similar number
confirmed that it is sometimes measured in theiganizations. However,
approximately, 20 percent of the respondents clithat attracting and retaining
people with key competences had never been usedvatuating the future
orientation of ITG in their organizations.

The results also reveal that the vast majority espondents (90 percent)
recognized the importance of the focusing on peifesl learning and development
in their organizations. Furthermore, they reportedt professional learning and
development of IT individuals is measured in theganizations. Only, 19 percent
of the respondents reported that such professieaating and development of IT
was not actually used in evaluating the performawicél G in their organizations
(Table 2).

It is also observed that vast majority of the resj@mts are in agreement
that building a climate of empowerment and respgwlityi measure and reward
individual and team performance, and capturing Kedge to improve IT
performance are important indicators for futureewiation and important ITG
performance measures for their organizations. Mdshem also confirmed that it
had actually been measured in their organizati@bl@ 2) but around 20 percent of
the respondents reported that such performanceungsaare not actually used in
evaluating the ITG performance in Saudi organizetio

According to the statistics of the Kruskal-Wallssts (Table 3), it seems
that there are no significant differences amongdbauanizations regarding the
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importance of future orientation of performance sueas except for measuring and
rewarding individual and team performance at sigaifce levelp 0.05. However,
the results of Kruskal-Wallis tests show significdifferences among respondents’
jobs regarding the importance of focusing on psitesl learning and development
(p 0.05), and building a climate of empowerment arspoasibility (Table 3).

The results of Kruskal-Wallis test (Table 3) alseow no significant
differences among different respondents groups [at0.05) regarding the
measurement of ITG future orientation in their aigations. However, the results
of the Kruskal-Wallis reveal significant differencamong different Saudi
organizations regarding attracting and retainingpfie with key competence® (
0.030), building a climate of empowerment and resgulity (p 0.000), and
measuring / rewarding individual and team perforoeafp 0.02). It is observed that
banks and financial institutions, service companids and telecommunication
companies, and oil gas companies show concern feasuaning ITG future
orientation performance measures.

The statistical results provide evidence that tlaessignificant differences
among Saudi organizations related to the use offlif@e orientation performance
measures in the evaluation process except for iogws professional learning and
development at (at p 0.05). On the other hand,igmfieant differences have been
found among respondent types regarding the same e&sept for using the capture
knowledge to improve performance at a significavel p 0.05. Again, the results
reported that banks, IT and telecommunication ceongsa and service companies
show more concern regarding measuring such issumpared with the others in
Saudi environment.

8.3. CUSTOMER ORIENTATION

The results reveal that most of the respondentsiden demonstrating
competitive costs (96.7 percent) and deliveringdyservices (98.3 percent) are
important performance measures of the IT servicwigers (Table 2). The results
also reported that such performance measures &wallpaneasured and used in
evaluating the performance of ITG concerned witlis§ang the customers’ needs
and requirements. However, when it comes to sti@ategntributor performance
measures, it seems that there is less agreementgathe respondents on its
Importance, measurement and usage in Saudi orgjangzalt is also observed that
while approximately 6 percent of the respondentssw®r achieving positive
Impact on business process is not important pedno@m measure, 7.4 percent of
them reported it had not been actually measured, 1&h8 percent of the total
respondents reported that it had not been usedvaluaing the customer
satisfaction of ITG performance in their organiaat (Table 2). The results also
reveal that although the minority of the responsl€8t3 percent) considers enabling
achievement of business strategies is not impofi@atperformance measure, 12.4
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percent of them reported it had not been measuretl 24.5 percent of the
respondents believe that it has not been usedaluaing the ITG performance in
their organizations.

The Kreskas-Wallis test provides evidence that ethsr a significant
difference among different organization types (€a®) regarding the importance of
demonstrating competitive costs (@at0.015). Significant differences have been
found among respondents groups regarding the imupoet of delivering good
services of IT (ap 0.025) and achieving positive impact on busingssgss (ap
0.025). The results also provide strong evidenagéttiere are significant differences
among Saudi organizations regarding the serviceigeo and strategic contributor
(at p 0.05), while no significant differences appear agatifferent respondent
groups (Table 3) regarding the measurement of mestmrientation performance
measures of the ITG pt0.05.

The result of the Kruskal-Wallis test (Table 3) eals significant
differences among the different Saudi organizatregsrding the usage of customer
orientation performance measures of ITG exceptHherdelivery of good services
(at p 0.05). Moreover, the statistical results of KrusWédllis (Table 3) show also
significant differences in the opinions of diffeteespondent groups regarding the
same issue except for the demonstration of competitT costs in their
organizations (at significance leyz0.05).

8.4. OPERATIONAL EXCELLENCE

The main objective of the ITG measures under thtegory is to measure
how effective and efficient are the IT processeanrorganization. The results of the
study reveal that the vast majority of the resportgldelieve the important of the
following performance measures for the efficienog &ffectiveness of internal IT
processes: Maturity of internal IT processes (9&e8ent), managing operational
service performance (92.6 percent), achieving ewmamoscale (97.5 percent),
building standard and reliable technology platfor{®g.5 percent), and delivering
successful IT projects (96.7 percent). It is albsavved that although the majority
of respondents reported measuring such performaeesures, it seems that there is
a less agreement among them on using it in evalpdii'G activities in their
organizations (Table 2). For example, almost orextgu of the respondent reported
that achieving economic scale in never used inuatialg the ITG performance
activities related to the internal IT processesilevk2.3 percent of the respondents
reported the same for managing operational sepadermance (Table 2).

The Kruskal-Wallis test provides strong evidencat tthere are significant
differences among different respondents’ jobs mggr the importance of
operational excellence at a significance leyel 0.05. However, significant
differences among different organizations regardimg importance of the maturity
of internal IT audit process, and building standand reliable technology platforms
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(at p 0.05). Again, the result of Kruskal-Wallis test eals significant differences
among different business types regarding the measnt and usage of achieving
economic scale ap 0.05. In addition, a significant difference amoniffedent
respondents’ jobs has been found regarding the urerasnt of managing
operational service performange{.054), achieving economic scafe(.020), and
delivering successful IT projectp (0.028). Significant differences have also been
recognized among respondent types regarding thgeustbuilding standard and
reliable IT platforms (ap 0.052).

Regarding the business partnership, the resultaeoktudy reveal that the
great majority of the respondents (97.5 percentig\ed that delivering successful
IT projects is an important ITG performance meagdliale 2). However, only 3
respondents (2.5 percent) reported that it hadrmssen measured, and another 19
respondents reported that it had never been usedvatuating the business
partnership activities of ITG in their organizatson

The results also reveal that there is a full ageggramong the respondents
that supporting technology users is an importanfop@ance measure of the
business partnership. While, only four respondg@t8 percent) claimed that
supporting IT users had never been measured, arzithrespondents (17.4 percent)
reported that it had never even been used in ewadudlTG activities in their
organizations. Moreover, 22 respondents (18.2 pérataimed that planning and
managing IT services delivery had never been usedaluating the performance of
ITG, and another 9 of them (7.4 percent) confirrtiret it had never been measured
in their organizations (Table 2). The statisticaults also reveal that although the
vast majority of the respondents (91 percent) cdmred understanding business unit
strategies as an important ITG performance measumg, 14 respondents (11.6
percent) reported that it had never been measwdde 33 respondents,
representing 27.3 of the total confirmed that id haever been considered in
evaluating ITG activities in their organizationsafle 2).

The results Kruskal-Wallis test provides strongdewce that there is a
significant difference among Saudi organizatiorgarding the importance and the
measurement of IT business partnership performaresures at significance level
p 0.05. The results also show significant differen@aong different Saudi
organizations regarding the use of IT businessnpeship performance measures
except for delivering successful IT projectgdi.05. On the other hand, the results
Kruskal-Wallis test displays no significant diffae among respondent groups
regarding the importance, measurement and usagl djusiness partnership
performance measures except for the measurementhandse of understanding
business unit strategies as an ITG performance uresasat significance leved
0.05.

When it comes to technology leadership, it is olesgthe great majority of
respondents (95.9 percent) considered understarulisgiess unit strategies an
important ITG performance measure. However, onlgegpondents (5.8 percent)
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reported that it had never been measured while e8pondents (22.3 percent)
reported that it had never been considered in atiaty ITG activities in their
organizations (Table 2).

The results also reveal that the vast majorityhaf tespondents consider
understanding the emerging technology an importa performance measure
(97.5 percent). While, a minority of the respondemported that it had never been
measured and used in evaluating ITG performandhein organizations (Table 2).
It is also observed that the vast majority of tegpondents (95.9 present) reported
that proposing and validating the enabled IT sohdiis an important ITG
performance measure, and it is usually measured umed in evaluating ITG
performance in their organizations (Table 2).

The statistical results show that 15 respondeepsesenting 12.4 percent of
the total, believe that developing organizatiorhaecture is not an important IIG
performance measure, 19 respondents reported mdtaeler been measured, while
Wilkes, 2004 respondents (29.8 percent) reportadl ithhad never been used or
considered in evaluating ITG activities in theiganizations (Table 2).

The result of the Kruskal-Wallis test reveals ansigant difference among
Saudi organizations related to the importance alewstanding emerging ITp(
0.008) and developing organization architectupe 0(041), while a significant
difference appears among respondent types regatdengnportance of other two
measures of technology leadership: understandisgéss unit strategiep 0.030)
and proposing and validating enabled IT solutign®.037). The results also show
significant differences among business types regardhe measurement of
developing organization architecture @t0.014. On the other hand, significant
differences among respondent types have been eep&ot the measurement of
understanding business unit strategies as a pafm@nmeasure of ITG leadership
(p 0.009).

The results of the Kruskal-Wallis test providesg evidence that there
were no significant differences among differenpmexient types regarding the use
of IT leadership performance measures at a sigmfie levep 0.05 (Table 3). On
the other side, the results show significant deffiies among different Saudi
organizations regarding the use of IT leadershifopgance measures except for
understanding business strategies pt 0.05. In many cases IT and
telecommunication companies, banks and financiatitirtions, and service
companies show more interest in measuring and uU3irlgadership in evaluating
ITG performance. It is also observed that IT sgst&a EDP auditors; and
executive managers pay considerable attention ssunmg and using IT leadership
as an important measure for evaluating ITG perfacean their organizations.

8.5. ENVIRONMENTAL CONTRIBUTION
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The results of the study reveal that obtaining fiemmental friendly IT”
which reduces air and water pollution to acceptadles, are important measures of
the ITG performance evaluation (92.6 and 90.1 penespectively). However, 23.1
percent of the respondents reported the air pofiutate had not been measured, and
27.3 percent of them reported that water pollutiate was never measured for the
purpose of ITG evaluation in their organizationeeTesults also reveal that around
37 percent of the respondents claimed that suclsumes had never been used in
evaluating the ITG performance in their organizai¢Table 2). Again, most of the
respondents (more than 90 percent) believe thatcregl the noise pollution rate
and keeping it to its minimum level is an importam¢asure for ITG performance
evaluation concerned with the environmental coatrdm. However, more than one-
third of the respondents reported that it had néeen measured, and 41.3 percent
of respondents confirmed that such measures hag been used in evaluating the
performance of ITG in Saudi organizations (Table 2)

The findings also show that almost 85 percent @ thtal respondents
consider protecting environment against soil pmiutand reducing it to its
minimum rate an important measure for the enviramtm@ontribution of ITG.
Furthermore, two-third of the respondents confirntieel measurement of the soil
pollution rate and compared it with the acceptaates. However, about half of the
total respondents (56 percent) reported the ussudi measure in evaluating the
performance of ITG activities in their organizasoccording to the above results,
it seems that the environmental contribution messurave been considered as
important factors in evaluating the ITG performamc&audi organizations.

The Kruskal-Wallis test provides strong evidenca there is no significant
difference among different Saudi organizations (@&) regarding the importance,
the measurement and the use of environmental batibn of ITG in Saudi
organizations except for the use of air pollutiarercompared with the acceptable
rate for evaluating ITG performance (a0.05). The results of the Kruskal-Wallis
test also show no significant difference in thenagms of different respondent
groups regarding the importance, the measuremehth@use of the environmental
contribution of ITG in Saudi organizations except feasuring water pollution
compared with the acceptable rate at significarelje 0.05.

9. CONCLUSION

Information technology governance (ITG) has becameritical success
factor for many organizations. ITG provides theisture that links IT processes, IT
resources and information to an organization's tefjigs and objectives.
Furthermore, ITG integrates and institutionalizesstbpractices of planning and
organizing, acquiring and implementing, deliveremgd supporting, and monitoring
IT performance to ensure that the organizatiorfsrination and related technology
support its business objectives. The current sexgjored the ITG performance in
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Saudi organizations using the balanced scorecadkintbat has been proposed by
the ITG Institute (2005) and revised by Abu-MusaQ®).

The results of the study reveal that the vast ntgjof respondents reported
the importance of the proposed ITG performance areas While the majority of
the respondents reported that such ITG performam@esures had been measured, a
few of them believe that it has been actually useglvaluating ITG performance in
their organizations. The results also reveal thatkb, financial institutions, and
service companies have more concern in measuridguaimg the proposed model
in evaluating the performance of ITG in their ongations. The results of the study
also reveal that executive managers and IT spstsiadjive higher ranks to ITG
performance measures comparing with other respaiggeunps.

One of the perceived benefits of implementing theppsed ITG balance
scorecard model is that it directs the manager&®nabn to multi-perspective
performance measures. It discourages managers ifnpnoving one area of ITG
operations at the expense of another. The restiiteeostudy suggest that when
managers are faced with multiple tasks, their behnawill differ depending on
whether the performance measurement system depemigson the financial
outcome measure or includes mixed measures. Thitsrggovide evidence that
many Saudi organizations are implementing the IT@larced scorecard
performance model that tracks the ITG measuressactbe five performance
perspectives.

The current exploratory study has some limitatiaiich opens some
avenues for further investigation. The current gtagplored the opinions of Saudi
organizations regarding the importance, implementaand use of the proposed
ITG balanced scorecard model, however, furtherarebeis needed to investigate
how such performance indicators have been teclyicsasured and what is the
weight assigned to each of them. The current salsty did not investigate whether
Saudi organizations link the ITG balanced scorecadsures to their compensation
systems and its affect on their managers’ behaVioe. results of the study will be
useful to academics and practitioners who areasted in the balanced scorecard
model as a practical managerial tool for ITG perfance measurement. The results
of the study should enable organizations to baftmderstand and evaluate the
performance of their ITG, and help managers to g@amIT development for the
success of their businesses.
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Ministry of Higher Education

Ring Faby Uhniversily of Pelroleum 2 Minerals

COLLEGE OF INDUSTRIAL MANAGEMENT
DEPARTMENT OF
ACCOUNTING & MANAGEMENT INFORMATION SYSTEMS LY Sleglall iy Al o

Sl PENAVLUE 15 VY

S=laoll g Ugpid) =g =Soll 4nal=

A _sliall 5y0a)1 dals

Dear Sir

| am doing a study to investigate the usage ofrizald scorecard model to evaluate the performandefafmation
Technology Governance (ITG) in Saudi Organizatidis.governance is the term used to describe hovsethpersons
entrusted with governance of an entity will consitle in their supervision, monitoring, control addection of the entity.
How IT is applied within the entity will have an mense impact on whether the entity will attainuvision, mission or
strategic goals.

The balanced scorecard model considers the nandial performance measures (operating measuregjdiion to
the financial measures in evaluating performancelTds. The balanced scorecard model emphasizes @ rhiain
perspectives: Customer perspective; internal psyc@sproving environment; learning and innovaticemd financial
perspective.

The empirical part of the current study investigétee usage of the balanced scorecard model inairay the strategic
performance of ITG in Saudi organization, throughveering the following questions:
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e Do Saudi organizations consider non-financial messas important factors in evaluating the perfoicaaof ITG?

e Do Saudi organizations actually measure the namtial performance indicators in order to evaldha&r achieving
of ITG strategic objectives?

e Do Saudi organizations actually use those measwadinancial performance indicators in evaluatifG strategic
planning?

Please take a few (approximately 10) minutes topteim the enclosed questionnaire. You have ouropaflsand
professional assurance that all responses willireamnymous. No results will be attributed to aayticular organization.

Your response is very important to the study, and & thank you in advance for your participation.
Sincerely,

Dr. Ahmad Abu-Musa

Assistant Professor,

Department of Accounting and MIS

College of Industrial Management

King Fahd University of Petroleum and Minerals
Emailabumusa@kfupm.edu.sa




106 The International Journal of Digit AccountingResearh

Vol. 7,N. 1314

1. General Information

1. Do you currently work in? (Please, tick)

O Manufacturing O Merchandising
O Banking O Wholesale Merchandising
O Insurance O Government

O Health Care O Other - please list

2. How many accounting professionals are emplogaaur firm? (Please, tick)

ad 1-5 O 6-10
d 11-15 3 16-20
O Over 20

3. How many information system specialists are ewyga in your firm? (Please, tick)

a 1-5 O 6-10
d 11-15 3 16-20
O Over 20
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4. What is your current job title? (Please, tick)

0O Executive managerd IT specialist

3 Internal auditor 3 Controller

0O Staff accountant O EDP auditor

O Cost accountant [ Other - please list

5. How many years of experience do you have at gaowent position?
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2. IT Governance Performance Measures

Please, tick the most appropriate place:

Importance of Measuring Using
Performance Performance Performance
Measures Measures Measures
gl & =l ,3 23 D g | 3
IT Governance Performance Measures >8 8| 58 5| =35 ¢35 23] =38 2
0 [ORNT)] 0 Q b
28/ 8|1 z8| 38| 8| L] 25| £3| ©
el € IS <2 52 €22 < o q>_)
g| = £ = n= = n b

Corporate Contribution : Ensuring Effective IT
Governance
e Align IT with business objectives

Deliver value

Manage costs

Manage risks

Achieve inter-organization synergies

Future Orientation : Building The Foundation For
Future Delivery And Continuous Learning And Growth

e Attract and retain people with key competencies
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Importance of Measuring Using
Performance Performance Performance
Measures Measures Measures
g € =l ,3| 23| _3 g ?u%
IT Governance Performance Measures 22 8| 58 32|53 83| g2 =3 2
28/ 8| Z8| 33| £ L] 35| €3] ¢
sl £ <@ & 29| < o q>_)
g| = £ =l n= = n Z

e Focus on professional learning and development

e Build a climate of empowerment and responsibility

e Measure/reward individual and team performance

e Capture knowledge to improve performance

Customer Orientation : Measuring up to Business
Expectations

Service Provider

e Demonstrate competitive costs

e Deliver good service

Strateqgic Contributor

e Achieve positive impact on business processes

e Enable achievement of business strategies

Operational Excellence(Performing the IT Functions
With Increasing Credibility And Impact)

Operational Excellence
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Importance of Measuring Using
Performance Performance Performance
Measures Measures Measures
g € =l ,3| 23| _3 g ?u%
IT Governance Performance Measures 22 8| 58 32|53 83| g2 =3 2
28/ 8| Z8| 33| £ L] 35| €3] ¢
sl £ <@ & 29| < o q>_)
g| = £ =l n= = n Z

Mature internal IT processes

Manage operational service performance
Achieve economies of scale

Build standard, reliable technology platforms
Deliver successful IT projects

Business Partnership

Deliver successful IT projects

Support technology users

Plan and manage IT service delivery
Understand business unit strategies
Technology Leadership

e Understand business unit strategies

e Propose and validate enabling solutions
e Understand emerging technologies
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Importance of Measuring Using
Performance Performance Performance
Measures Measures Measures
| € = .8 £3| .3 é 2
Y - E - = Y 1)
IT Governance Performance Measures 28 2| 58 g2/ 52| 22| 0| =9 2
28/ 8| Z8| 33| £ L] 35| €3] ¢
el S5z 22| §° 3
E| E E Sl p= = » 2

e Develop organization architecture

Environment Contribution : Maintain And Improve
Environment

e Air pollution rate compared with acceptable rate.

¢ Noise pollution rate compared with acceptable rate

e Water pollution rate compared with acceptable rate

¢ Solil pollution rate compared with acceptable rate

This completes the survey. Thank you for your partipation. Remember to include your name and addres
(or business card) if you wish to receive a summaryf the findings.
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(Table 2)

(The frequencies of ITG Performance Measures)

Importance of Performance Measuring Performance Using Performance Measures
Measures Measures
IT Governance Performance = = g o O $3 . 0 © g -
> 8 8 = 8 25 £S &5 =3 £y g3
Measures g | § |=2% ¢ | B3 | g3 | & | EE | g3
E E E <3 53 = < 3
N. | % N. | % N. | % N. | % N. | % N. | % N. [ % N. | % N. | %

Corporate Contribution :
Ensuring Effective IT Governance

e Align IT with business objectives| 85| 70.2| 33 27.3| 3 | 25|66 | 545 |49 405 | 6 | 50 (58 (4795243011 | 9.1

e Deliver value 58 1479|151 421 |12 99 (49 (405 |62 |512 10| 83 | 511|421 |49 |405 |21 | 174

e Manage costs 69 | 57046 | 380 | 6 50 | 5747150413 |14 |11.6 |53 |438 |46 |38.0 |22 18.2

e Manage risks 69 | 57050 | 413 | 2 1.7 | 58 1479 |50 | 413 |13 | 10755455 |47 388 |19 | 157

e Achieve inter-organization 56 | 463 |55(1455 10| 83 (40 (331 |66 |545 1512435289 |55 (455 |31 | 256
synergies

Future Orientation : Building The
Foundation For Future Delivery And
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Importance of Performance Measuring Performance Using Performance Measures
Measures Measures
IT Governance Performance _E z z 03 $3 3 0 g - -
Measures g% s 5% €3 gz s 2 ) €8 | 55
g g g I 0 So Z o z- 52 z
1S £ £ = n= = N
N. | % N. | % N. | % N. | % N. | % N. | % N. | % N. | % N %

Continuous Learning And Growth

N
o

e Attract and retain people with key 73 | 60.3 | 46 | 38.0 | 2 | 1.7 [ 48 | 39.7 |48 | 397 | 8 53 1438 |44 | 364 |24 | 198

competencies

e Focus on professional learning and6 | 54.5 | 55 | 455 | O O | 54446 |61 |504]| 6 50 | 47| 388 |51 [42.1 |23 ] 19.0
development

e Build a climate of empowerment | 85 | 70.2 | 30 | 248 | 6 | 50 [ 59| 488 |50 (413 | 12| 99 |52 |430 |45 |372 |24 | 198
and responsibility

e Measure/reward individual and 73 1603 |41 | 339 | 7 58 |54 |446 |57 (471 | 10| 83 |50 | 413 |48 |39.7 (23] 19.0
team performance

e Capture knowledge to improve 75162041 339 5 | 41 |57 |471 |56 |463 | 8 6.6 [ 521430 |46 |38.0 |23 | 190
performance

Customer Orientation:
Measuring up to Business
Expectations.

Service Provider

e Demonstrate competitive costs | 68 | 56.2 |49 [ 405 | 4 | 33 [ 54| 446 |62 512 | 5 | 41 |47 |388 |54 446 |20 | 165
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Importance of Performance

Measuring Performance

Using Performance Measures

Measures Measures
IT Governance Performance| = z 2 0% $3g 3 0 2 _
> 8 < = 8 > = £ = 5= 2o Eo 59
Measures 55 5 55 g2 S 2 33 g3 38 |39
> o <3 <1 Z0 g o z 3 z° gD z 2
E E E = s = a
N. | % N. | % N. | % N. | % N. | % N. | % N. | % N. | % N. | %
e Deliver good service 86 | 71.1 | 33 | 273 | 2 1.7 | 62| 51.2 |56 | 463 | 3 25 1625124537214 | 116
Strateqic Contributor
e Achieve positive impact on 61 | 504 |53 |438 | 7 58 | 52143060496 | 9 74 |43 | 355 |56 | 463 (22| 182
business processes
e Enable achievement of business| 47 | 388 | 64 | 529 | 10| 83 |45 |372 |61 504 |15]124 135|289 |60 |496 |26 | 21.5
strategies
Operational Excellence
(Performing the IT Functions With
Increasing Credibility And Impact)
Operational Excellence
e Mature internal IT processes 51 | 42.1 |65 | 537 S| 4142|347 |71 | 587 8 6.6 138|314 |61 |504]|22| 18.2
e Manage operational service 521430160496 | 9| 7449|405 | 63| 521 9 74 (33 (273]|61|504 27| 223
performance
e Achieve economies of scale 57 |1 47.1] 61| 504 3 25148 |39.7 | 65| 537 8 6.6 143 1355|149 1405 |29 | 240
e Build standard, reliable technology63 | 52.1 | 55 | 45.5 3 25149405 | 66| 545 6 5046 | 380 |54 446 (21| 174
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Importance of Performance

Measuring Performance

Using Performance Measures

Measures Measures
IT Governance Performance| = z g 0% g3 3 0 |- S -
Measures
£ £ £ <2 g2 =2 < S =
N. | % N. | % N. | % N. | % N. | % N. | % N. | % N. | % N. | %

platforms
e Deliver successful IT projects 76 | 628 |41 | 339 4| 33[65[537|50|413| 6| 50(52(430|50|413[19]| 157
Business Partnership
e Deliver successful IT projects 74 | 612 |44 | 364 | 3| 25|61 [504|57|471| 3| 25[58|479|44 36419 157
e Support technology users 62 [512(59]488| 0 O [47|388[70(579| 4| 33|46(380 |54 |446|21| 174
e Plan and manage IT service 62 51256463 | 3| 25|53|438|61(504| 7| 58|46|380 |53 438|222 182

delivery
e Understand business unit strategjes® | 57.0 [ 41 | 339 | 11| 9.1 |56 | 463 |51 [ 421 |14 | 11.6 | 45|37.2 |43 |355 |33 | 273
Technology Leadership
e Understand business unit strategjes’ | 55.4 [ 49 | 405 | 5| 4.1 |49 405 |65 (537 | 7| 58|45(37.2|49 |405 |27 | 223
e Propose and validate enabling | 46 | 38.0 [ 70 | 579 | 5| 4.1 |34 281 |78 645 | 9| 7.4|33|273|66|545|22| 182

solutions
e Understand emerging technologie$s8 | 47.9 | 60 | 49.6 | 3| 25|48 397 |67 |554| 6| 50(35]|289 |59 |488 |27 223
e Develop organization architecture 59 | 48.8 | 47 | 388 | 15| 12.4 | 42 | 347 | 60 [ 496 [ 19| 157 | 27 | 223 | 50 | 41.3 | 36 | 29.8
Environment Contribution :
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Importance of Performance

Measuring Performance

Using Performance Measures

Measures Measures
IT Governance Performance| = z g 0% g3 3 0 § |, .
Measures
E E E <2 32 = < 3
N. | % N. | % N. | % N. | % N. | % N. | % N. | % N. | % N. | %
Maintain And Improve Environment
e Air pollution rate compared with | 36 | 29.8 | 76 | 628 | 9| 7.4 |24 | 198 | 69 | 570 |28 | 23.1 |23 | 190 |53 | 43.8 |45 | 372
acceptable rate.
¢ Noise pollution rate compared 301248 |76 |628 | 1512412319064 52934281 |23]|190]48 397 |50 413
with acceptable rate
e Water pollution rate compared 38 (31471587 12| 99|31 |256 |57 471 |33 |273|28|23.1 |47 |388 |46 | 38.0
with acceptable rate
e Soil pollution rate compared with| 27 | 223 | 76 | 62.8 | 18 | 149 [ 22 | 18.2 | 59 | 488 | 40 | 33.1 | 20 | 16.5 | 48 | 39.7 | 53 | 43.8
acceptable rate
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(Table 3)

(The Results of Kruskal-Wallis Test of ITG Performea Measures)

Importance of Performance Measures Measuring Perfanance Using Performance
Measures Measures
IT Governance Performance Measures Kruskal Wallis Kruskal Kruskal Kruskal Kruskal Kruskal
According to Business Wallis Wallis Wallis Wallis Wallis
Type Accordingto | Accordingto | Accordingto | Accordingto | According to
Job Type Business Job Type Business Job Type
Type Type

Z Sign Z Sign z Sign Z Sign Z Sign Z Sign
Corporate Contribution: Ensuring Effective IT
Governance
e Align IT with business objectives 6.982 431 15.714 028 | 12.462| .086| 10.245 .17% 25.709.001 | 9.110 | .245
e Deliver value 19.643 006 15.917 | .026 | 13.614| .058| 18.374 .010 | 15.260| .033 | 6.725 | .458
o Manage costs 12.790 077 18.168| .011 | 18.316| .011 | 9.424 | .224| 7.452| .383 9.487 .220
o Manage risks 11.378 123 34.442 000 | 5.696 | .576| 13.174 .068 10.792 .148 5.527 .596
e Achieve inter-organization synergies 9.062 .248 10.449 .16% 21.445.003 | 9.700 | .206| 21.387 .003 | 8.252 | .311
Future Orientation : Building The Foundation For
Future Delivery And Continuous Learning And
Growth
e Attract and retain people with key competencies 12.490 .086 12.249 .098 15.474.030 | 9.788 | .201| 17.504 .014 | 7.313 | .397
e Focus on professional learing and development 7.683 .361 14.08Q0 .050 | 12.602( .082| 12.888 .07% 12.203 .094 11.190 .131
e Build a climate of empowerment and responsibilit 9.673 .208 19.714 .006 | 26.169| .000 | 15.849| .027| 31.503 .000 | 12.547 | .084
e Measure/reward individual and team performance 18.109 .011 | 13.702| .057| 22.111 .002 | 8.636 | .280| 20.381 .005 | 6.979 | .431
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Importance of Performance Measures Measuring Perfanance Using Performance
Measures Measures
IT Governance Performance Measures Kruskal Wallis Kruskal Kruskal Kruskal Kruskal Kruskal
According to Business Wallis Wallis Wallis Wallis Wallis
Type Accordingto | Accordingto | Accordingto | Accordingto | According to
Job Type Business Job Type Business Job Type
Type Type

z Sign Y4 Sign z Sign Y4 Sign Z Sign z Sign
e Capture knowledge to improve performance 6.650 466 9.736| .204 12926 .074 11.106 .134 B9)61000 | 23.023| .002
Customer Orientation : Measuring up to Business
Expectations.
Service Provider
e Demonstrate competitive costs 16.811 .019 | 11.511| .118| 14.416 .044 | 7.298 | .399| 26.834 .000 | 9.858 197
e Deliver good service 7.646 .365 15.971 .025 | 14.020| .051 | 5.313 | .622| 11.03§ .137 16.934.018
Strategic Contributor
e Achieve positive impact on business processes 5.718 .573 35.515 .000 | 19.961| .006 | 16.864| .018| 22.803 .002 | 18.892| .009
e Enable achievement of business strategies 4.808 .683 10.709 .152 17.346.015 | 12.433| .087| 18.981 .008 | 23.121| .002
Operational Excellence(Performing the IT
Functions With Increasing Credibility And Impact)
Operational Excellence
e Mature internal IT processes 12.648 .081 | 16.924| .018 | 11.106| .134| 7.776] .353 8.914 .259 4.2Y4 748
e Manage operational service performance 4.125 .765 13.844 .054 | 9.947 | .192| 13.867 .054 | 13.099| .070| 9.527| .217
e Achieve economies of scale 7.251 403 17.330 .015 | 14.627| .041 | 16.661| .020 | 14.922| .037 | 13.957| .052
e Build standard, reliable technology platforms 22.286 .002 | 22.487| .002 | 9.155 | .242| 6.608| .471 12932 .074 10.195 .178
e Deliver successful IT projects 8.950 .256 34.225 .000 | 6.711 | .460| 15.698 .028 | 10.085| .184| 11.426¢ .121
Business Partnership
e Deliver successful IT projects 17.831 .013 7.526 | .376| 15.817 .027 | 5.341 | .618| 10.408 .167 11.404 .122
e Support technology users 17.085 .017 9.821 | .199| 13.585 .059 | 7.103 | .418| 18.438 .010 | 10.675| .153
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Importance of Performance Measures Measuring Perfanance Using Performance
Measures Measures
IT Governance Performance Measures Kruskal Wallis Kruskal Kruskal Kruskal Kruskal Kruskal
According to Business Wallis Wallis Wallis Wallis Wallis
Type Accordingto | Accordingto | Accordingto | Accordingto | According to
Job Type Business Job Type Business Job Type
Type Type

z Sign Y4 Sign z Sign Y4 Sign Z Sign z Sign
e Plan and manage IT service delivery 26.921 .000 5.148 | .642| 14.234 047 | 4.112 | .767| 15.93Q .026 | 8.469 | .293
e Understand business unit strategies 16.680 .020 | 25.230| .001| 25.448 .001 | 16.749| 019 | 16.548 | .021 | 14.793| .039
Technology Leadership
e Understand business unit strategies 9.381 .226 15.529 .030 | 12.199| .094| 18.65% .009 | 9.101 | .246| 12.688 .08(
e Propose and validate enabling solutions 11.582 115 14.941 037 | 9.228 | .237| 11.91§ .103 13.8§9.054 | 12.578| .083
e Understand emerging technologies 18.993 .008 9.514 | .218| 12.101 .097 4.052 .774 17.526014 | 8.061 | .327
e Develop organization architecture 14.660 .041 3.728 | .811| 17.558 .014 | 7.692 | .361| 16.115 .024 | 5.862 | .556
Environment Contribution : Maintain And Improve
Environment
e Air pollution rate compared with acceptable rate. 9.267 234 5.713| 574 8252 311 7.497 379 14p0048 | 8.794 | .268
e Noise pollution rate compared with acceptable rate ~ 8.488 292 13.15¢ .06 7.259 402 7.718 .358 9.46@221 | 10.405| .167
e Water pollution rate compared with acceptable raje ~ 13.737 .056 14.4617 .043 | 1.487 | .983| 5.283| .62% 4.314 743  2.9%57 .8
e Soil pollution rate compared with acceptable rate 7.514 377 8.705| .27% 2679 913 6.614 470 7.33376 ] 3.983| .782




