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Abstract This paper reports on the implementation of IT governance in a not-for-
profit healthcare organization and considers how managerial strategies for this gov-
ernance relate to the progressive management approach commonly called the Hori-
zontal Organization. Discussion includes how IT governance was implemented and
the mechanisms by which power and politics in the organization were harnessed to
achieve strategic goals. In this case study, CEO support for IT governance was re-
lated principally to the need for fiscal accountability regarding IT investment aligned
to the strategic goals of the organization. The case study showed real organizational
gains in achieving best value for the investment dollar, accountable time-frames and
cost-controls. The move enhanced the professional status of the IT Department, in-
cluding more widespread acknowledgement for fairness and equity in its processes,
an outcome commonly associated with horizontal management structures.

Keywords IT governance - Horizontal Organization - Healthcare - Intranet - Project
gating - Training and education
1 Introduction

One of the most important challenges for today’s organizations is the integration of
Information Systems (IS) [8, 9, 15, 71]. As a significant business division in most
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medium-to-large organizations, it is not surprising to find that Information Technol-
ogy (IT) has increasingly been required to align its projects with defined organiza-
tional strategies in order to address the mismatch between performance expectations
and reality [54]. To achieve this, the IT division needs to take an active role but in a
manner that is inclusive of its customer stakeholders. This has allowed IT to be turned
from the credibility-damaged cost centre [51] into the aligned, fiscally accountable
strategic business department it needs to be.

In a swiftly moving global economy, with the prominence of factors such as share-
holder/stakeholder expectations for fiscal and environmental prudence, customer ex-
pectations, competition, and economic conditions [34], organizations are focusing on
good governance as the means to achieve accountable outcomes. IT governance is
one subset of this. Here the purpose and benefit of IT investment is justified and mea-
sured not merely in terms of ROI, but more in terms of its synergies with the financial
and strategic goals of the organization. “How IT is applied within the entity will have
an immense impact on whether the entity will attain its vision, mission or strategic
goals” [31, p. 1]. Organizations have obtained value by implementing IT governance
[70], which is the term used to describe the approach by the board of directors and ex-
ecutive management whereby IT becomes “an integral part of enterprise governance
and consists of the leadership and organizational structures and processes that ensure
that the organization’s IT sustains and extends the organization’s strategy and objec-
tive” [31, p. 1]. For many organizations the real question is not in-principle agreement
to such governance, but rather what are the practical issues in doing so, what man-
agerial strategies are involved and what are the related benefits? Such is particularly
true for not-for-profit organizations.

This research seeks to answer some of these questions and to reinforce findings
related to such adopted strategies by exploring parallels with applicable success-
ful management structures. From a pragmatic viewpoint we attempt to understand
the impact on a not-for-profit organization in the public healthcare sector called Al-
pha (a pseudonym) as it instituted IT governance rather than seeking to address the
complex philosophical perspectives in understanding IT governance. In particular we
offer practical insights about the role of intranets in enabling organizational struc-
tures and processes and the opportunities they provided for web based education and
training as IT governance was implemented. Further we suggest opportunities for
extending the use of intranets into performance evaluation. While our aims are prag-
matic, our findings contribute to broader understanding about foundations for, the
challenges faced, and benefits that are achievable by implementing IT governance in
not-for-profit organizations such as those in the healthcare sector.

The paper is organized as follows. After discussing why IT governance is needed
in a business, we pose our research question. We then detail some relevant options for
structures, processes and relational mechanisms that lie at the heart of IT governance
and their links to management practice. In discussing these we focus particularly on
those related to not-for-profit organizations. We then describe the use of case study
research for our investigation and explore how the structures, processes and relational
mechanisms were implemented in a large not-for-profit organization where the avail-
ability of grants is.a core issue. In our final section we discuss contributions, future
research and limitations of this study.
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2 Challenges for managing IT investment: The relevance of IT governance

For years IT has been viewed as an overhead and hence run as a cost centre. Now
pressure is on IT executives to transform IT into a service organization, “run their
organization like a business” [40, p. 46], link IT investment and function to organi-
zational strategies and goals, increase the credibility of IT and achieve realization of
the fiscal value of IT. But caution is required. Lin [40] suggests it is important to
understand four challenges before overhauling IT. These are:

e Resistance with IT that requires a change in the mindset of IT staff. Breaking up the
monopoly alters how IT operates and moreover how it is perceived. The remedy
for IT people being pushed out of their comfort zones is to involve people early on
in the process [40, 43].

e Requirement to have relevant business metrics to address operations, projects, user
demands and finances. If these metrics are presented as an IT Dashboard (where
they are shown graphically) there is better opportunity to improve communication
and facilitate improvements [47].

e A prerequisite of business/IT alignment to ensure that resources and budgets are
strategically aligned to achieve the best benefits for the business. This was one of
the top three IT management concerns of CIOs in 2006 [45].

e The need for IT to have business management tools to help with the business and
people aspects, rather than just the technical side. This assists the decision making
required to optimize resources, operations and impact on the business, as well as
with understanding the impact of IT spending on the business.

The urgency for this transformation is evident from statistics like those contained
in the Standish Group’s Chaos Report [64], which cites high numbers of projects
being challenged or worse failing. This is not dissimilar to the challenges described
by Kingdon [35] and Galbraith [24] with respect to large-scale project management
where the complexity of a project and the interplay of large numbers of stakeholder
sub-contractors created overload, and failures in managing costs and deadlines [12].
What evolved for project management was increasing use of matrix structures: herein
a key person would be responsible for a large project, but with strong lateral co-
ordination arrangements that required direct functional interaction at the operational
level. Whilst project management has steadily adopted such strategies, championing
a horizontal dimension and hence fostering what is called Horizontal Organizations
(HO), the IT department often stayed outside the structure. This is a surprising out-
come given two factors. Firstly, the extent of IT investment makes the IT budget
an increasingly significant part of the company budget. Secondly, management re-
search has shown that in implementing HO, IT plays a vital role in achieving struc-
tural change and lateral integration [50]. The resultant failures, challenges and dis-
appointments with IT-enabled projects and IT business transformations meant that
many companies featured corporate responsibility and IT governance high on their
strategic agenda [53]. Like horizontal organizational management, the alignment of
business strategy with IT strategy, organizational infrastructure and processes, and IS
infrastructure and processes, requires recognition of many varied relationships and
specification.of roles (particularly for management) related to decision making [12,
28, 59].
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The thought is that instituting greater monitoring and control over projects to en-
sure they are in tune with the direction of the organization allows businesses to ac-
quire greater value from their IT investments. In other words IT governance is seen as
key to realizing business value, in particular IT business value. Interestingly though,
it is not just IT that needs to be run more like a business, but more holistically Gov-
ernment [3] and non-profit organizations [17] need to be run in the same way. Public
healthcare organizations, the focus in this study, fit into this category. In light of these
concerns the research question was: How are not-for-profit healthcare organizations
implementing IT governance to run more like a business?

In Australia, the healthcare system supports universal access to high quality med-
ical, pharmaceutical and hospital services. As an industry sector, healthcare repre-
sents a major part of the Australian economy. It is estimated that the ratio of health
expenditure to GDP is approximately 9.7% (this rate has risen by between .1 and .2%
per year), with more than AUD $86.9 billion being spent on healthcare per annum
(2005-06) [1]. Under Australia’s federal system, the states are mainly responsible for
providing health services, including funding public hospitals. The 1946 referendum
gave the Australian Government the power to increasing fund public hospital ser-
vices. As a result, in 2005-06 the Australian Government provided $10.1 billion for
healthcare (including public hospital funding). State and local governments provided
$12.4 billion and private sources (private health insurance and payments by patients)
provided $1.8 billion. Furthermore, Australia’s health inflation has usually outpaced
the rate of general inflation.

Healthcare, being a complex industry, has many areas where IT can help e.g. pa-
tient management and supply chains. Not-for-profit healthcare organizations are a
unique subset in this sector, as grants and beneficiaries consistently offer opportu-
nities to acquire new infrastructure with an I'T component that directly impacts the
IT Department budget. This is a new twist to IT investment and the realization of IT
business value. As the champions for such funding are many and varied in the organi-
zation, our interest was in exploring the challenges faced in instituting IT governance
in this environment to manage such circumstances. We commence by looking at IT
governance and the necessary elements of an IT governance framework with some
comment about related findings from management research; then at elements as they
relate to a not-for-profit healthcare organization.

2.1 Overview of IT governance

Given renewed interest in ‘transparency’ and increased emphasis on effective gover-
nance of IT, what is really meant by the term? It seems that business models and IT
have become virtually inseparable [53]. So what is needed to manage this integration?
The answer is not about “getting IT right”, rather about how this process is managed,
i.e. IT governance. The challenge is that there is no simple answer concerning how
IT should be governed to achieve sustained value. However there are lessons from
management that are very relevant.

IT governance has been variously defined. One common definition was presented
earlier._Another. is: “the organizational capacity exercised by the board, executive
management and IT management to control the formulation and implementation of
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Structures Processes
Roles and responsibilities, IT Strategic Information Systems Planning,
organisation structure, ClO on Board, IT (IT) BSC, Information Economics, SLA,
strategy committee, IT steering COBIT and ITIL, IT alignment /
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IT governance framework

t

Relational Mechanisms
Active participation and collaboration between
principle stakeholders, Partnership rewards and
incentives, Business/IT co-location, Cross-
functional business/IT training and rotation

Fig. 1 Necessary elements of the IT governance framework [18]

IT strategy and in this way ensure the fusion of business and IT” [65, p. 1]. Fur-
ther, Peterson [53, p. 8], in line with what was meant by corporate governance and
prior studies [42, 60, 70], defined IT governance as “the distribution of IT decision-
making rights and responsibilities among enterprise stakeholders, and the procedures
and mechanisms for making and monitoring strategic decisions regarding IT”. The
theme, it would appear, from these definitions is that IT governance is the ‘enterprise
management system’ through which the portfolio of IT initiatives for the organization
is passed, scrutinized and importantly controlled.

So what does an ‘enterprise management system’ or IT Governance framework
look like? As Peterson [53] and Weill and Woodham [72] put it, the IT Governance
framework comprises a mixture of structures, processes and relational mechanisms.
The linkages between these required aspects have been portrayed by DeHaes and Van
Grembergen [18] as follows (see Fig. 1).

This is very similar to the distinctive characteristics of HO, which have the same
three, namely structures, processes and what that literature calls human resources,
plus an over-arching fourth called strategy that relates to the decision to adopt HO
and to determining the mix of product and customer (HO have strong ties to manu-
facturing and project management) [12, 25].

Strategy is also an essential part of implementing I'T governance, as organizational-
wide commitment to instituting the change is required; and the commitment to fund-
ing for training and education of the stakeholders (IT users, and hence customers)
about the benefits to be realized by the new controls and why the need to change their
modus-operandi. For HO, strategy is sometimes driven by a top down approach and
at other times by a more holistic approach by the top management group, but with
consensus that implementing the strategy requires “leading change, comprehensive
roll-out,. managing conflict and. linking processes” [12, p. 523]. For IT governance
this strategic role is often the province of the company board and CEO.
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Once strategy is in place, the lessons from HO research is that success will follow
if structure is effectively instituted to ensure that processes are inclusive of customers
(for IT this means user stakeholders) and that Human Resource selection and training
fosters motivation and commitment [61, 62]. In other words successful relational
mechanisms.

2.2 Structures: Roles and responsibilities and the CIO

Interestingly, in the last 20 years, three modes of IT governance have become preva-
lent:

o Centralized IT governance mode where corporate IS assumes responsibility to deal
with the infrastructure, its use and project management. Here there is no IT strat-
egy, rather an over-arching business strategy. Weill and Woodham [72] call this a
business monarchy. The CIO may be part of this group, but will not act indepen-
dently of senior management.

e Decentralized IT governance mode where authority is assumed by divisional IS
and line management can be played out differently due to the allocation of author-
ity for IT [59]. Herein governance rights are localized, with each business leader
acting fairly autonomously according to local needs and with separate budgets
[72].

e Organizational (or Federal) IT governance mode where both the corporate IS and
the business units assume the responsibility for the IT activities [5, 20, 37, 38, 55,
59, 67, 78]. This mode allows for multi-skilled teams and cross-functional liaison,
with strategy formed (not dictated) and with formulation, analysis and implemen-
tation being a more fluid process [21]. Certainly the influence of the CEO is crucial
to the success of IT governance, but his/her role does not have to be heavily partici-
patory [33]. Instead the CEO’s involvement can shape the context in a manner that
predicates success through championing the cause, attendance at selected meet-
ings and selection of key personnel. This approach is closest to that of HO where
the focus is on cross-functional processes; decreased hierarchical power and more
team decision making; integration of customers with suppliers; and redesigning
departments into becoming partners in performance outcomes [50].

Table 1 suggests that the best results from IT governance are obtained from Or-
ganizational IT Governance, the structure closest to the successful HO approach. In
terms of tradeoffs and the best features of each mode, this table from Brown and Mag-
ill [6] and Rockart et al. [56], summarizes these modes by considering five factors:
IT synergy; IT standardization; IT specialization; business responsiveness; business
ownership; and business flexibility.

Obviously, as organizations are different, and hence their approach to manage-
ment differs, there is diversity in the relevance and uptake of such modes. What is
clear though is that IT governance requires the implementation of structures to man-
age required change. The key to success in achieving these structures lies in their
ownership by the stakeholders involved. In particular, the new governance structures
need. to produce better appreciation of the costs, risks and results; better likelihood
that the best investments will be selected; and increased success rates for achieving
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Table 1 Summary of outcomes from differing governance structures. Source: Brown and Magill [6],
Rockart et al. [56]

Centralized IT Decentralized IT Organizational IT
Governance Governance Governance

IT synergy + — +

IT standardization + — +

IT specialization + — +

Business responsiveness — + +

Business ownership — + +

Business flexibility - + +

such investments on time, on budget and with the predicted outcomes [31]. Achieving
and managing such structures is the purpose of IT Governance, not just for strategic
corporate reasons, nor for economic management reasons: the broader vision, intrin-
sic to business success and trust by shareholders (or the board), is that strategic goals
are realizable in a competitive manner; that management (including IT management)
have good control over cost and investment together with accountability; and that the
capability of the IT selected to assist end-users (including in this case doctors, nurses,
patients, accountants and a myriad of other professionals), is maximized. Positive
achievement of all this will produce trust in and ownership of the structure and its
related process: the negative will ultimately produce failure [63].

As outlined in Fig. 1, IT management is an important player in instituting IT gov-
ernance. This includes the provision of clearly defined roles and responsibilities and
diversity in committee composition [18]. Similarly the organizational structure to
support IT must be defined to ensure appropriate attention is provided. Such may be
achieved by providing the IT department with a reporting line that includes senior
representation in the leadership team. This representation is typically assumed by ei-
ther an IT Director or a Chief Information Officer (CIO) who oversees the use of
IT in the firm [39], and is central in implementing IT governance. For providers of
healthcare, this reporting is distributed across CEO (Chief Executive Officer), COO
(Chief Operating Officer) and CFO (Chief Financial Officer), with a slight increase
in reporting to the CFO [26].

The challenge in creating the required structures is that IT governance is subject
to multiple pulls and pressures rather than single strategic forces [6, 59]. Consequen-
tially the potential for stakeholder influence is manifest. This influence is related to
stakeholder attributes of power, legitimacy and urgency [49]. According to Foucault
[23, p. 220], “what defines a relationship of power is that it is a mode of action which
does not act immediately and directly on others. Instead it acts upon their actions: an
action upon an action, on existing actions or on those which may arise in the present
or future”. As such, a stakeholder has power in a relationship to the extent that they
can impose their will upon others in the relationship. Legitimacy is often coupled with
power, but is a distinct attribute [69] because it defines the extent to which the stake-
holder is recognized as possessing socially desirable attributes. Urgency relates to the
degree to.which. the stakeholder.can.command immediate attention [49]. When stake-
holders possess all three attributes (as is the case with senior clinicians in healthcare
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organizations like Alpha) they become very influential stakeholders. This influence is
noticeable in a number of ways including agenda setting, decision making and in the
shaping of felt needs [14, 16, 27, 32, 44, 57]. Increasing use of the Internet, intranets
and computer networks to facilitate communication, cooperation and collaboration
(see Sect. 2.4 for how these were used in a not-for-profit healthcare organization)
creates virtual structures, which are significant in both business and social activities
[30]. Communication of information through these virtual structures alters the power
relationships and structures in firms.

IT governance alters stakeholder relations as it forces new structures, processes
and relational mechanisms on individuals that subsequently alter the roles partici-
pants play. For example, an individual may be an expert in their own field, such as a
medical specialist, but in the context of IT governance their role may have less legit-
imacy and may change to that of subordinate in contrast to that of the CEO. These
shifts mean it unsurprising to find that “where there is power, there is resistance” [22,
p- 95]. Herein individuals may try to circumvent processes i.e. avoid stages in the
gating process (see Sect. 2.3). This may afford the individual short-term gains, but
such projects are often the worst performing ones (see Sect. 4.2). Situations like this
reinforce the need for effective processes to recognize and engage with these stake-
holders to ensure the greatest good for the organization. The next element of the IT
Governance Framework is the role of processes and the form they may take.

2.3 Processes: Implementation, planning and monitoring

Generically processes include Strategic Information Systems Planning (e.g. [41]),
monitoring through the IT balanced scorecard [66], Information Economics [52],
Control Objectives for Information and Related Technologies (COBIT) [31], service
level agreements and the like. In the past IT governance required each business to
identify and establish its own procedures and processes by which to manage the flow
of information related to the initial proposals, business plans, documentation and ap-
proval processes for IT investment [72].

Now in practice IT governance often uses a gating process to manage the flow of
projects. Frequently the industry framework Project Management Body of Knowl-
edge (PMBOK) is prescribed. Developed by the Project Management Institute in
1981, it contains standards and guidelines for the practice of project management,
with a lateral focus and inclusivity regarding customers (as HO grew from Project
Management’s need to develop new ways to manage increasing business complexity,
it is quite unsurprising that IT governance built around PMBOK-type principles has
many similarities to HO). By taking accepted frameworks like PMBOK and plac-
ing them into the context of a Gating System, not only is a certain standard of IT
project management assured, but through the incorporation of checklists into the Gat-
ing process, adherence to the methodology is ensured and processes are enacted. Such
Gating Systems are effective ways to implement IT governance and ensure projects
remain attuned to the organization’s strategy.

With_structures_and. processes.in place, the last element to explore is relational
mechanisms. This is where IT plays an important facilitation role.
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2.4 Relational mechanisms: The role of the Project Management Office and
intranets

Even when the structures and processes are in place, relational mechanisms are cru-
cial in IT governance to ensure the alignment of business and IT [4, 10, 41]. The
effectiveness of such mechanisms are partially contingent upon the governance ap-
proach adopted (see Sect. 2.2). Further they are vital to lateral linkages in terms of fa-
cilitating collaboration and cross-functional business/IT training and understanding.
In the same way, for implementing and sustaining HO, the management of human
resources is vital to successfully achieving acceptance of and ongoing commitment
to the lateral structures so characteristic of HO [50].

The Project/Program Management Office (PMO), arguably the fastest growing
concept in project management today [34], is central to effectively implementing
strategic IT management across the organization by overseeing IT project manage-
ment, control, support and alignment [29]. In fact, it is prophecied that organizations
will progressively move their PMO along a continuum from simply being a project
office, where it assumes responsibility for project oversights, to being a center of
excellence, where it plays a crucial role in strategic alignment for the organization
[29]. In doing so, the PMO will progressively demonstrate competency and advance-
ment in functionality, although obviously not all PMOs will achieve the ultimate of
strategic alignment. In general the PMO has a number of tasks:

e facilitating the selection of projects based on strategic criteria, not ad hoc;

e allocating resources based on the priority of the initiative;

e optimizing the business value to the organization by effectively managing the de-
livery of multiple projects and programs;

e continually monitoring the portfolio of activities to maximize business value;

e rejecting projects failing to meet the criteria/stopping non-performing ones; and

e communicating with executive-level management (i.e. [29, 46]).

Given such roles, the PMO requires structure, which can be provided through
the use of a framework. Importantly, if the framework is carefully implemented, the
individuals using it do not need to be experts in it. Furthermore, it provides train-
ing and forges improved relationships between stakeholders. Two common industry
frameworks are PRINCE2 (PRojects IN Controlled Environments) [2] and PMBOK
(Project Management Body of Knowledge) [73, 75]. PMBOK emphasizes the disci-
plines of project management, such as how to execute the deliverables and is rigorous,
but doesn’t teach the organizational context. PRINCE2 prescribes in specific detail
the steps required for a project to pass between defined phases. For IT governance,
the PRINCE2 Gating concept provides a valuable framework with stages/gates that
are essentially divisions of ‘implementation’ in the product life span [73].

With the structure of relational mechanisms created, the focus then shifts to how
can IT governance be effectively managed and stakeholders educated on the deploy-
ment of these methodologies? The lessons from HO are that “people are critical to
achieving integrative effort and they must be trained to make the lateral dimension
their focus” [12, p..529]. Indeed, as.already mentioned, HO research has demon-
strated that IT is vital to achieving strong communication.
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A great vehicle for managing this across an organization is an intranet, or an “inter-
connected network within one organization that uses Web technologies for the shar-
ing of information internally” [74, p. 1]. Previous studies (e.g. [19]) have identified
the Intranet as a preferred tool to get past the common work focus of how to per-
form a task and to educate about why something should be done in a new manner.
This means that once strategic requirements are identified, there is an opportunity for
the intranet to be used to motivate individuals about the shared purpose, to inform
about the steps required to implement changes, to educate about new policies and
procedures, and to inform about the shared benefits of the outcomes so achieved.

The hard benefits include: less paper; less hardware; less headcount; and increased
sales. The soft benefits include: increased employee productivity; better customer
satisfaction; faster time to market; and improved employee retention [68]. Business
value comes through money savings and process simplification [48]. For organiza-
tions implementing IT governance, intranets are important in facilitating active par-
ticipation and collaboration between principal stakeholders, and in training individu-
als about the processes and frameworks deployed.

Having considered the structures, processes and relational mechanisms that are
relevant for a complex not-for-profit healthcare organization such as Alpha, the next
task, before reporting on how they played out, is to describe the research method
pursued and a little bit of background about the company.

3 Case study
3.1 Method

The research presented in this paper can be classified as a longitudinal interpretative
case study. Given that case study research focuses on addressing the ‘how’ and ‘why’
questions about “a contemporary set of events over which the investigator has little or
no control” [77, p. 171], the chosen method enabled us to focus on the contemporary
approaches taken by an organization to implement IT governance in its social and
organizational context. Data was collected in accordance with these principles, using
a combination of unstructured interviews and observation of the journey as IT gover-
nance was implemented at Alpha. By permitting us to systematically gather in-depth
information [11] and to understand the complexities of the organization (real-world
situation) and the challenges faced over a period of time [7], we were able to address
our objective of exploring the journey and understanding of the changes and learning
that took place during the process.

Detailed empirical material was collected through observation; unstructured inter-
views with directors and/or those charged with the responsibility of implementing IT
governance; and a review of written materials like reports and articles about Alpha.

3.2 Company background

Alpha operates.in. the healthcare sector.and is located in a capital city in Australia,
with funding provided by the Australian and State Government bodies. As such, the
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company works through an Annual Health Services Agreement with its State Gov-
ernment. Alpha is governed by a board of directors that is appointed by the State
Minister for Health on three year terms. This board of directors sets the strategic di-
rection for the company, has the power to appoint the CEO and Senior Management
and oversees management of the services. In this way the major funder has strategic
influence on the management and performance of the hospital and the CEO.

It provides comprehensive healthcare services, including: public hospital services;
aged inpatient, community and home care services; and inpatient and community
mental health services, to people living in and visiting its catchment area. Alpha op-
erates at over forty locations; employs over 10,000 staff; and has an annual turnover
of approximately $700 million. As a teaching hospital, Alpha provides undergrad-
uate and postgraduate medical eduction for doctors and nurses in alliance with one
of Australia’s largest universities. This adds complexity and additional costs to the
running of the hospital.

In the last year Alpha had in excess of 100,000 inpatients, provided over 650,000
outpatient occasions of service and assisted in the birth of over 6,000 babies. Alpha’s
sheer size, spread of locations, and increasing reliance on IT regarding medical ser-
vices, all contributed to an almost ad hoc approach to IT investment with little focus
on the alignment to other than immediate needs. So what have been the challenges
and effects of implementing IT governance in Alpha?

4 IT governance at Alpha

In common with Xue et al. [76], the problem with IT investment at Alpha was that it
was fundamentally decentralized with new initiatives brought to the fore by powerful
stakeholders with healthcare expertise and passion. The result was that IT implemen-
tation paid little heed to systemic competencies like ROI, system reliability, mainte-
nance costs, value-added services and strategic alliances. In essence the problem was
lack of attention to strategic fit.

An upside was that the business structure at Alpha was essentially monarchial [72].
Further the CEO could see the fiscal risks of maintaining past practices, and the Board
of Trustees was concerned with a Government audit report that highlighted the risks
for Alpha without improved control around IT investment. Accordingly the CEO
and the Board were united in adopting IT governance with processes that ensured
informed alignment of top management and I'T management to effect strategic goals.
There are similarities here to findings regarding HO, where vertical structures have
been retained at a very senior level to consider strategic issues, monitor and respond
to the external situation with regard to opportunities and threats, and review finance
and operations [12, 58].

In their quest to achieve IT governance, Alpha was concerned with empowering
individuals and creating even greater integration and unity within the organization.
At the same time Alpha wished to introduce control, which it thought achievable
through the introduction of a transparent and efficient, yet sufficiently flexible model
of IT governance to ensure the greater good for the organization. The challenge it
faced.concerned.appropriately.-handling the pulls and pressures from multiple strate-
gic forces [6, 59]. These were, in part, created by the size and spread of operations
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and by the power and politics of key stakeholders. With this in mind we now report
on Alpha’s selection of appropriate structures, processes and relational mechanisms
that addressed its circumstances as the organization rolled out IT governance.

4.1 Role of the CIO

As already alluded to, senior executive commitment is a critical success factor. Be-
ing a healthcare facility, Alpha’s key stakeholders were top management (strate-
gic/financial focus); administration (customer/operational/financial focus); health-
care professionals (operational/customer focus) and IT management (implementa-
tion/maintenance/financial focus). With IT governance, individuals must become ac-
countable to a higher authority and conflicting priorities rationalized for the benefit
of the greater good. This requires enforcing policies on potentially unwilling parties.

Alpha realigned the IT function, removing its answerability to Finance and requir-
ing the CIO to report directly to the CEO. Alpha also created a forum to facilitate
the operation of IT governance by means of a management committee (referred to
as the IT Governance Committee or ITGC) chaired by the CEO. Committee mem-
bers included the CIO and selected executives who represented the most significant
IT stakeholders at Alpha. This included a senior clinician who utilized their ‘non
clinical hours’ to contribute medical expertise to the decision making process. Fur-
ther, the CEO routinely used clinicians to backfill senior IT roles in order to cover
leave arrangements. These initiatives had a two-fold outcome principally related to
generating trust: clinicians learnt firsthand about the complexities of IT investment
which they could convey to their fraternity; and the IT governance function gained
champions who brought practical clinical knowledge to the decision making process.
With this established, Alpha then focused upon its relational mechanisms through the
PMO and its processes.

4.2 Establishment of the PMO and the gating process

To facilitate the roll out of IT governance. Alpha committed to establishing a PMO
and the CEO with the CIO’s support, recruited a senior level project manager (PMO
Director). The PMO Director had experience in implementing PMOs via different
frameworks including PRINCE2 and PMBOK derivatives.

The next focus was upon process. Alpha created a 5 step Gating System with
defined criteria that a project must possess to pass through each gate (see Fig. 2
below). The pipeline can be conceptualized as a funnel with a large number of project
requests being poured in at the top and a limited number of projects been delivered
out the bottom due to finite resources and budget. The slope on the funnel represents
the lessening number of projects that will pass each gate.

The Gating System allowed Alpha to manage the projects as a portfolio. By in-
sisting upon mandatory criteria about each project, data was then available to rank
projects, group and prioritize them, analyze their strategic alignment and gain an
overview of all projects in the workload pipeline with respect to organizational strate-
gies, budgets and available resources.

The essential attribute of Alpha’s Gating System was that the ITGC could stop a
project at any gate. Gate 1 applied criteria that assessed the fit of the project against
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Fig. 2 Gating System at Alpha

Project
Agreement

Project
REVIEW

strategy, synergy of the project with other initiatives, and the relative importance and
urgency of the project. It also ensured effort was invested in estimating costs and
benefits to a moderate level of confidence. This helped in assessing each project’s
ROI and allowed the committee to determine whether the project should progress at
all before any significant expenses were incurred.

The subsequent gates ensured that greater levels of rigor and diligence were ap-
plied to projects as they continued through the lifecycle. Importantly, each project
was required to continually perform against criteria or it was cancelled. For exam-
ple, a project with runaway costs could be stopped before it went too far. Moreover,
project teams remained accountable for delivering what had been claimed.

As Alpha’s Gating System was developed around industry approaches like PM-
BOK, Alpha’s ITGC was able to ensure a certain standard of project management.
Furthermore, criteria checklists in the gating process assured adherence to method-
ology, and its regular forums with defined agendas provided valuable discipline in
reviewing projects as they reached specific goals. Alpha found that project managers
quickly learnt to work around the timeframes of the ITGC meetings and individual
project schedules were not unduly impacted.

For the large part IT governance is now an integral part of the financial process.
This has meant that those who have tried to avoid the Gating System have often been
left to fail and when they have submitted purchase requests for services and equip-
ment, the CEO has typically declined authorization. Such requests are forwarded to
the Project Director who is tasked with directing the applicant to the Gating System.
This demonstrates trust, which is a primary tool for a sound business operating en-
vironment. Without such trust power, opportunism and self-seeking are destructive
elements that can destroy not only the economic, but also the human resources of a
business.

Accordingly has the provision of IT governance structures enhanced trust that in-
vestment and management is fair and transparent? For the large part the answer is yes,

e exceptions where power has been used to avoid the
Here, with the CEQO’s blessing, powerful
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stakeholders have bypassed the initial gates in the Gating System. These projects are
typically the worst performing projects as they lack definition. Interestingly, many
are soon brought back into the Gating System to assist in putting them back on track
and ensure that they conform to Alpha’s strategic and financial requirements.

4.3 Complexities caused by funding for IT projects

As a public sector healthcare provider, Alpha’s IT project portfolio is very different
from other sectors including private enterprise. In the private sector, a competitive
advantage is often derived by investing in the right IT projects. The speed needed
to reach the market often drives ambitious schedules requiring greater and greater
resource investments. In Alpha’s case an effective IT governance model must take
into account very different commercial variables. For example, healthcare is often
funded by government and not driven by profit. In extreme cases funding shortfalls
may result in the need to reduce costs by reducing services, such as closing wards.
The healthcare sector is also impacted by politics. This means that some funding
opportunities are driven by the ‘political priorities of the day’, rather than alignment
with the best organizational returns. Yet it is important that the organization is fiscally
responsible, and for Alpha’s top management, this risk management was strategically
attractive.

In a project sense, for organizations like Alpha, the emphasis is shifted away from
schedule to budget. The finite variables then become budget and available resources,
with scope and schedule somewhat more fluid. Kudos and political intent behind the
funding source create a challenge in managing these variables. For Alpha this meant
its approach to managing its project portfolio needed to suit these circumstances, take
account of these variables and ensure appropriate analysis and diligence.

These requirements shifted the emphasis of Alpha’s IT governance, resulting in
process changes to ensure fiscal accountability. Specifically, self-funded projects
were given priority and executive sponsors claiming business gains from proposed
projects were asked to execute cuts to their operational budgets to reflect these sav-
ings. Subsequently it’s not surprising that many sponsors became reluctant to support
wild ROI claims, meaning these projects did not pass the gates. This prioritization
process also protects the constrained resource budget by queuing projects for when
resources are available (i.e. after government budget announcements). Self funded
projects are not subject to this restriction.

Grants are a key source of funding for IT initiatives in organizations like Alpha.
They are provided by benevolent organizations, charities, benefactors, research and
government. Whilst they offer a much welcomed resource, they also create certain
challenges e.g. grants are time sensitive and need to be spent in a finite time. In
establishing IT governance, Alpha’s PMO realized that projects initiated as a result
of grant funding were problematic for several reasons.

1. There’s a perception that grant-funded projects should not have to be governed
because they don’t need to show a financial return to justify themselves. Grants do
not come from the organization’s operating budget. Therefore the IT governance
process has difficulty in evaluating the project in terms of ROI and benefit, given
it-already has funding. Consequently, stakeholders in such projects are typically
reluctant to engage in the IT governance process.
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2.

Grants are often applied for and given without any IT involvement. This normally
results in projects that have not considered the IT infrastructure impact or specific
organizational IT requirements.

. Grants are often provided with timeframe conditions. These timeframes often cor-

respond to the end of a financial year and place pressure on the organization to
make significant procurement decisions. Appropriate planning and diligence is
often not possible causing these projects to start with a less than appropriate bud-
get. Moreover, divisions within Alpha have been approached to conduct tenders
for complex expensive systems with little notice (typically days or weeks). These
projects have characteristically later run into problems as issues arise that were
not visualized in the planning stages.

. The medical champions who secure grant funding often have very little under-

standing of the total cost of ownership. As clinicians their primary focus is on pa-
tient care, with investment in IT seen as a tool that can facilitate this. As a result the
significant ongoing costs that should be included in the budgets of these projects
(i-e. the costs beyond the capital purchase price) are overlooked. Consequently,
these projects become prone to failure. However, because the success of the hospi-
tal is significantly dependent upon the clinicians’ successful performance, they are
prestigious stakeholders with power, legitimacy and urgency. Accordingly when
implementing I'T governance it was a major challenge to gain their trust and under-
standing in circumstances where their legitimacy was reduced. This is an ongoing
achievement and without it compliance would be impossible (see Sect. 4).

. Grants are frequently provided for capital purchases not implementation and on-

going operational impacts, like maintenance and consistent use of technology.
Historically, in healthcare, grants have been used to purchase expensive medical
devices and equipment. Increasingly the modern convergence of technologies has
meant these medical devices manifest as complex information technology sys-
tems.

. Typically, projects funded by grants reduce the amount of operating budget avail-

able to Alpha in subsequent years. This is caused by the new cost overheads from
these projects not being budgeted for as part of the grant process.

To address the challenges posed by grant-funded projects, Alpha required confor-

mance to an IT Governance Framework. This meant:

Grant-funded projects were required to pass through the Gating System like any
other project so power was made answerable to process and lateral relationships.
Specific criteria were added to the gates to determine the total cost of own-
ership including capital purchase, implementation costs, organizational impacts
(processes, staffing, housing etc.) and ongoing operational costs (licensing, main-
tenance, staffing, etc.).

Opportunities to capitalize certain costs and include these in the grant were de-
tailed.

The extended costs of implementing the grant-funded projects were assessed
against other projects in the IT Portfolio. This overcame the problem of other
projects.being unable to_proceed.due to scarcity of resources after expenditure
on grant-funded projects.
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e The projects needed to demonstrate a linkage to organizational and IT strategies.
e Procurements must allow time for due diligence and the Governance process.

This represents a significant cultural shift wherein the IT Governance Committee
may opt not to take up a grant if the impacts are considered excessive. Obviously
problems did arise. Grants are an essential mechanism to fund much needed initia-
tives, and management overheads like those detailed above are difficult to accom-
modate without risking the loss of badly needed funds. Moreover, applying the IT
governance process to grant-funded projects once the grant has been provided is not
the best approach. As a result, to achieve the best of both worlds, Alpha is planning
to implement processes to ensure IT governance requirements are factored into the
grant application process. This activity is a significant undertaking given the diverse
number of grant providers and grant recipients within an organization the size of
Alpha.

4.4 Facilitating IT governance: The role of the intranet

Alpha used IT resources, particularly an intranet, to facilitate the relational mecha-
nisms for the delivery/execution of IT governance. Through careful planning, design
and execution, Alpha created an environment where project workers (i.e. those actu-
ally executing the framework) were guided through the organization’s framework by
an intranet site with a minimum amount of support and training. Designing workflow
into the intranet proved crucial as it meant lower skilled project workers could take
projects through the lifecycle without close supervision.

Because Alpha based the project management theory on industry frameworks like
PRINCE and PMBOK, training widely available in the market place was accessed.
Further, by embedding their project management certification programs into the con-
text of the organization where employees, as part of their training, specifically used
Alpha’s own templates that were linked to the organization’s intranet, its programs
were much more effective and employees felt more at ease as they knew subsequently
where to find the required information. Moreover, this meant that employees could
run through the programs themselves without supervision. This offered resource sav-
ings. Alpha estimates it was able to save the salaries of two full-time personnel in
the PMO by designing the intranet to complement these certification programs and
deliver the workflow of the organization’s project management methodology.

So what investment was required to implement such an approach?

1. The intranet needed to be developed. At Alpha this involved 3 resources over
2 months or a total of 6 person months of effort.

2. The intranet needed to be promoted and marketed to members of the organiza-
tion. Past experiences, news headlines and poorly designed systems mean people
tend to be skeptical of IT. Consequently the PMO Director used an innovative ap-
proach to popularize the resource for this new approach to IT governance. A com-
petition required users (participants) to find images on various pages that repre-
sented different navigation dynamics and work flows. This competition ensured
users.searched through all material. A series of road show presentations supported
the concept, with the PMO team visiting sites throughout the organization for an
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Fig. 3 Hits on the intranet site in the business days after its release

informal afternoon tea in order to meet the project community. In total the com-
petition ran for a few weeks and regular communication (announcements, emails
etc.) ensured continued enthusiasm and interest with the closing date being the
same deadline date set for submission of agenda items to the ITGC. Winning en-
tries were drawn by the CEO at the committee meeting. In total 18 modest prizes
totaling less than $200 were awarded.

By basing the PMO intranet on PMBOK principles, the project management dis-
ciplines were placed into the context of the organizational methodology. This meant
new project managers could be easily inducted into the PMBOK based Project Man-
agement certification program. Such a strategy gave the PMO a huge number of hits
on its intranet site with significant organizational awareness (see Fig. 3, with the
spike representing the last days before the close of the competition). Further, trans-
parency and clarity around the staged process was enhanced by posting the manuals
and documentation required for submission as it applied to each “gating stage” on the
intranet.

It is worth noting that this growth is not sustainable and the level of interest quickly
dropped off after the marketing campaign was over. However, the initiative built a
level of awareness and the hits continued to grow organically as the intranet was used
as a reference tool by the project management community. Figure 4 shows the same
metrics taken weekly over a longer period. Alpha intends to market the PMO intranet
again as it embarks on some very large work programs.

Interestingly, in terms of ROI, Alpha estimates that it recovered the costs of the
intranet in a relatively short period and required project management support is sig-
nificantly reduced to a level that equates to almost a full time employee in the PMO.
In terms of impacts on the IT budget, as already mentioned, IT governance is now
an.integral part of the organizational financial process, which has made it much more
controlled. Further, projects need to fund| their IT requirements from benefits that
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would be acquired or from grants or mandates from organizations like government
agencies.

Accordingly is there now a better focus on managing existing IT investment rather
than looking for new IT options? Alpha has certainly made good inroads into insti-
tuting IT governance and the benefits acquired have been greatly appreciated by the
executive. The new structures around IT governance at Alpha have aimed to address
the issue of uncontrolled investment and maintenance costs in IT by regulating what
would be allowed. This is one side of balance. The other side of balance is the obliga-
tion of the IT people to understand the needs of healthcare professionals so that there
is mutual agreement that the best decisions have been made (not just for those who
can make the best case on paper, but for the needs of the business). This power bal-
ance is crucial to retaining trust in the process and demonstrates the value of Alpha’s
investment in strategic change.

Whilst this has streamlined IT in the organization, unfortunately this is only one
dimension. Alpha is now trying to leverage off these processes and capabilities to
assist them in rolling out governance across all projects in the organization (these
include building, marketing, and research projects). The challenge Alpha faces here
is that the increase in workload has not been acknowledged. Instead, Alpha is trying
to push other projects through the same processes using the same resources. This
is creating problems as the criteria for these projects are different from the criteria
used to assess IT projects so existing templates don’t apply and more planning about
structure, processes and relational mechanisms is needed before the stakeholders are
forced to engage with the control. In other words, lateral flows are not embedded.
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5 Conclusions and implications for further research
5.1 Comparative analysis of IT investment at Alpha before and after IT governance

The impacts Alpha experienced both before and after creating the PMO and imple-
menting IT governance are summarized in Table 2 below. The story is overwhelm-
ingly positive.

5.2 Conclusions about the applicability of findings and benefits to other
organizations

By making a pragmatic attempt to understand the impact on a not-for-profit organiza-
tion in the public healthcare sector as it instituted IT governance, we have sought to
provide insight into how IT governance can be instituted, the challenges faced and the
benefits that are possible. Moreover, their situation demonstrates some of the power
and politics that organizations face from multiple strategic forces in implementing IT
governance. In terms of the challenge of running IT with the discipline of a business,
Alpha’s IT division has certainly responded positively. Evidence of this can be found

Table 2 Summary of the impacts on Alpha from implementing the PMO and IT governance

Before the PMO

With the PMO

Projects lacked defined processes and followed
various methodologies inconsistently, if at all

Poorly performing projects just kept on going—
“the never ending project”

Without monitoring projects their performance
was unknown until the project began to visibly
fail

Projects were selected based on the “squeaky
wheel gets the most 0il”

Projects operated in isolation of each other with
no understanding of impacts and clashes

No support was provided for project managers
trying to do the right thing

No repository or source of guidance for project
managers existed

Lack of fiscal accountability. Some projects did
not properly account for ongoing and mainte-
nance costs

Inconsistent cross-functional relationships be-
tween healthcare and IT professionals

Projects followed a standard methodology and
used consistent processes facilitated by the PMO
and intranet

Predetermined gate criteria helped to assess the
initial and continuing viability of each project.
The ITGC had the power to “kill” projects at any
Gate

The PMO reviewed projects objectively and men-
tored and coached project owners to help assure
quality

Projects were tied to strategies and prioritized by
the ITGC

Projects were selected for organizational synergy
with clearly defined and understood dependen-
cies

Project managers were given a mandate to em-
ploy professional disciplines in project manage-
ment

The intranet deployed educated and supported
the methodology, while guiding the user through
the workflow of the project lifecycle

Ongoing and maintenance costs were factored
into business plans prior to approval

Improved cross-functional appreciation and un-
derstanding
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in their alignment to the organization’s strategies, the way they have positively ad-
dressed the prerequisites for success [40] and their demonstration of organizational
and technological benefits.

In re-visiting the theoretical framework for IT governance, what practical conclu-
sions can be drawn from the Alpha experience? The Board of Trustees, with their
strategic role, were influential in the selection of the CEO and in turn the CIO.
Through appointing a CIO and PMO Director, and establishing direct reporting lines
to the CEO, the IT organizational structure was established to implement IT gover-
nance successfully. Given that IT governance committees are a further tool used to
foster understanding and acceptance of how to access the IT investment process and
additionally help breed trust, it would appear that Alpha’s use of these was a factor
in its success story. For the relational mechanisms, central to success was the PMO
and its achievement in building the intranet around tried frameworks like PRINCE2
and PMBOK. The use of these frameworks to implement the processes meant that
documentation and surety of process could be established with some speed.

A key lesson is that strong lateral communication is crucial to retaining trust in the
process. New structures usually aim to address imbalance. IT governance at Alpha
aimed to address the issue of uncontrolled investment, power as a means to gain de-
sired outcomes and uncontrolled maintenance costs in IT. That is one side of balance.
The other side of balance concerns the obligation of those charged with administer-
ing IT governance, to understand the needs of healthcare professionals so that there
is mutual agreement that the best decisions have been made (not just for those who
can make the best case on paper, but for the needs of the business).

Further, what are the gains from instituting IT governance? At Alpha risk manage-
ment was one such outcome and the literature would suggest that this is a focus for
organizations. Firstly, IT governance addresses the issue of financial risk by ongoing
control of IT investment costs. Secondly, the CEO is better positioned to comply with
the reporting requirements of the Corporations Act through detailed documentation
of all material off-balance sheet expenditures. Thirdly, there is reduced exposure to
the risk of out-sourced contracts that jeopardize the intellectual property of the orga-
nization (a key issue with privacy provisions in the healthcare sector) [19].

Trust is the primary tool for a sound operating environment for business. Without
it opportunism and self-seeking are destructive elements that can destroy not only the
economic resources of an organization, but also the human resources. So, have the
provisions of IT governance structures enhanced trust that investment and manage-
ment is fair and transparent?

The Gating System enabled Alpha to better control projects via individual project
accountability. With regular reporting about projects at ITGC, Alpha was able to
collect business metrics to determine the health of its I'T. The competition timed with
the release of the intranet enabled Alpha to counter the resistance to IT [40, 43]
and achieve similar successes as AXA and QAS [36], where employees experienced
significant time savings and streamlined workflows. These changes suggest Alpha is
moving towards a hybrid of what Sambamurthy and Zmud [59] call a Centralized IT
Governance Mode and Federal (or Organizational) IT Governance Mode or as the
project management literature would argue, a Horizontal Organization (HO).

The limitation.of this study.is.that it comprises a single case study. Future work
in other organizations in the public healthcare sector and possibly other not-for-profit
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organizations would provide interesting comparisons. With this large sector so reliant
on grants as a source of infrastructure, such work is informative and timely.

5.3 Implications for future research

Finally, what implications can be drawn from this exercise? Firstly, in the Processes
component of their IT Governance Framework, DeHaes and Van Grembergen [18]
refer to Strategic Information Systems Planning, monitoring through the IT bal-
anced scorecard, Information Economics, Control Objectives for Information and
Related Technologies (COBIT), service level agreements and the like. This relates
to past practices by organizations to identify and establish their own procedures and
processes by which to manage the flow of information related to the initial propos-
als, business plans, documentation and approval processes for IT investment [72].
With the established credibility of PMBOK and the structure provided by the Gating
System, efficiencies of proven practice can be readily accessed. Consequently there
would seem to be merit in including reference to this in the Processes component of
the IT Governance Framework.

Secondly, the study has shown that this successful implementation of IT gover-
nance fundamentally has strong parallels to the successful approaches found in HO.
Proper planning and CEO support have enabled positive outcomes in the IT gover-
nance framework that Alpha successfully implemented. Demonstrated and transpar-
ent rigor for IT projects has strengthened the perceived professionalism of the IT De-
partment. Similarly, the institution of reporting lines directly to the CEO; improved
communication and interaction within the IT Department and also externally to its
stakeholders who champion infrastructure developments (including IT infrastructure
developments) in Alpha has meant that the worth of projects is properly delineated;
and IT is now able to be a fiscally and strategically responsive arm of the organiza-
tion. All of these governance characteristics are closely related to what makes HO so
distinctive. There is merit in exploring these commonalities further to see how real
they are and what lessons can be learnt from each.

Thirdly, despite the undoubted success to date, IT governance shares one prob-
lem with HO. For both, financial success is readily demonstrated, but the longer term
goals need evaluation too. As with findings from HO research [12], Alpha must en-
sure that short term goals are not achieved at the expense of strategic longer term
IT investment; that quality is not sacrificed to cost; and that lateral communication
remains open and frank. Approaches using Balanced Scorecard offer some insight
but need refinement [13] and HO appears reluctant to embrace these. Given the cru-
cial component of lateral communication and transparency regarding treatment of all
stakeholders, 360 degree performance evaluation is probably the best option and here
again intranet tools are probably the way forward. Such measurements are crucial
to_demonstrating the ongoing and transparent success of such strategies and herein
perhaps IT governance may yet lead the way.
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