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Abstract:  One factor contributing to problems in global IT governance is the lack of experience that CEOs have with IT and its particular challenges at a strategic level.  While increasing numbers of CIOs represent “IT” at the executive level, there is still a relatively immature attitude towards IT.  It is likely that lack of experience with and knowledge of the nature of information and information technology endangers appropriate exploitation of IT at a senior executive level.  Since it is unlikely that a significant number of CEOs in “non-tech” companies have any background in IT,  there is a strong likelihood of agency problem, especially in global companies involving multiple organizational structures, national cultures. This paper reports on research-in-progress looking at the backgrounds of corporate CIOs and CEOs and measuring the positive effects CIO mobility has on reducing agency problems with CIOs.    

THE CHALLENGE
Despite a plethora of literature pointing out the problem, many firms are ill-positioned to take advantage of the boost that IT provides, primarily because IT has little impact, except in the most enlightened firms, at the strategic and governance levels.   That is not to say that IT is not being deployed strategically, far from it.  Beginning in the 1980s through today, IT, despite Carr’s (2003) lament, does matter.  Both the popular (Friedman, 2004;  Tapscott and Williams,2006) and the academic press continue to make strong arguments that IT, through supporting global structures and facilitating new channels of commerce and production, is a necessity for corporate survival.  How to make this happen, especially on a global basis, is a major challenge to the IT industry and its users.  
One key is global corporate governance of IT.  There is no doubt that IT governance (Agarwal and Sambamurthy, 2002) is an important issue facing large, global firms today.  However, IT governance, itself, is problematic.  In this paper, we utilize agency theory and look at agency problems for clues to why strategic deployment of IT presents governance problems.  It is likely that lack of experience with and knowledge of the nature of information and information technology endangers appropriate exploitation of IT at a senior executive level through agency relationships.  
Agency theory (Eisenhardt, 1989) provides a way of understanding how this lack of experience and communication may lead to poor governance. Briefly stated, we hypothesize that lack of common experience and existing poor communication channels foster agency problems in preparing and enforcing agency contracts for the CIOs who lead IT units.  Greater positive common experience should lead to better and more enforceable contracts, which in turn can only facilitate IT governance.

This paper reports on research-in-progress looking at the backgrounds of corporate CEOs and CIOs and measuring the match to information technology.  The structure of the paper is as follows.  After a brief introduction, we discuss three constructs: Functional Information Resource Maturity (FIRM), CIO Mobility, and CIO agency.  These concepts positively influence the ability of organizations to govern IT effectively.  We review the existing theory in these areas.  We then introduce a testable model to explain why IT governance may fail because of agency problems brought about, in part, through lack of IT mobility in organizationally IT immature companies.  For global companies, with complex operations and cultural and geographic challenges, lack of CIO mobility introduces yet another barrier to IT governance.
SHARED POSITIVE EXPERIENCES BUILD RELATIONSHIPS
Our hypothesis is that a lack of common background and shared experience between CEOs and their counterparts in IT leads to a lack of empathy and understanding of the role and function of IT, especially with respect to strategic initiatives, leading to agency problems and thus impacting IT governance. Feeny, Edwards and Simpson (2002) noted that successful CEO/CIO relationships are sensitive to CEO and CIO characteristics as well as organizational attributes.  Excellent relationships result when a CEO is aware of IT, has experienced IT project success, and sees IT as critical to the business and as an agent of change.  These relationships also result when CIOs who a relatively broad IT background, promote IT as an agent of transformation, contribute beyond IT alone, can perceive the CEO’s views on business and IT, act as  integrators, and are consultative leaders.  Jones, Taylor and Spencer (1995) pointed out that when CEOs are satisfied with their CIOs, IT has a stronger influence on top-level decisions, but, at least then, despite this felicitous relationship, “IS does not appear to be truly a part of corporate strategy formulation.”  

It does not appear that a significant number of CEOs in “non-tech” companies have any background in IT.  There are few outstanding examples, other than Bob Martin of Walmart (CIO, 2007).  Coupled with the fact that CIOs only infrequently have a strong background outside IT, the possibility for lack of communication is increased, decreasing the likelihood of seeing eye-to-eye on important IT-led initiatives.   
How this occurs has been investigated in the research literature on CEO background (Mizruchi and Stearns, 2002; Barker and Mueller, 2002; Musteen et al, 2006).   Increased exposure to IT expertise through executive-level communication can partially offset a lack of positive personal experience and exposure. In global companies, with multiple organizational structures, multiple national cultures, and ill-defined career paths, it is even more difficult for understanding of IT to make its way into the executive suite.  

Hence it is likely that exposure that CEOs have to IT consists in the main of operational use of technology.  While this can lead to the realization that IT is useful and usable, by itself these realizations are going to be naïve and potentially ill informed.  CEOs in general do not experience CIO expertise in the executive boardroom and have not experienced their own IT expertise because they have not worked in IT positions.  This leads to governance issues in organizations without mature IT organizational relations.
THREE CONCEPTS
Functional Information Resource Maturity (FIRM)
Organizations may be viewed through a maturity lens.  Fletcher and Taplin (2002) defined organizational maturity as “the ability of the people in the organization to work together.”  In a mature organization, for example, a conflict between an IT unit that desires to purchase the latest tools at high cost and a production unit that wants to spend that money on equipment to produce the firm’s products can be resolved at some level formally.  The reflection of this ability is the corporate bottom line, of course, since what the people are working together for is to achieve corporate goals.  Such ability is reflected in a variety of governance mechanisms, what Weill and Ross (2004) call “decision rights”.  There are numerous other definitions of IT governance (Webb, Pollard and Ridley, 2006; Peterson, 2004; Van Grembergen, De Haes and Guldentops, 2004; MITI, 1999; ITGI, 2001; and Van Grembergen, 2002).  Central to the definitions, though, is collaboration between IT and the rest of the firm.
Ragowsky et al (2007) have extended the concept of organizational maturity to encompass IT, which they term “functional information resource maturity” (FIRM).  A useful definition might be “the ability of the people in the organization to work with IT people and the information resource.”  This definition, styled on that of organizational maturity, follows on the CMM model (Paulk, et al, 1993) and early papers on IT maturity (ITM -- Benbasat, Dexter and Matha, 1980; Ein-Dor and Segev, 1978; Mahmood and Becker, 1975; and Nolan, 1973), and strategic alignment maturity (SAM -- Luftman, 2007).  In a firm with high FIRM, it is likely that the CIO has the full attention of the corporate executive and, in fact, is part of the executive or strategic team of the firm.  Firms high on FIRM are likely to expose their CEOs to a good dose of IT expertise in an entirely credible way because the leaders of the “mature” IT shops (high ITM) are available in executive strategy meetings (high SAM) where executives are willing and able to understand and act on IT strategy productively (high FIRM). Key to this is the CIO both as the representative of the IT organization as well as the advocate for organizational information initiatives.

CIO Mobility

Today, most firms appoint “chief information officers” who report through a variety of structures. However, few are actual corporate officers, “at the table” or “at the C level” in today’s lexicon.  Those CIOs are senior vice presidents and work with other senior executives to craft and direct corporate strategy.  Most report, however, through someone else at the C level, often the CFO or the COO.  Many report even lower.  The issue is not, however, the “height” of reporting, although this can be critical.  The issue is whether or not the “IT message” is being heard and, if it is, what of that message is being listened to.  
Key to this is whether or not anyone is listening and how well the listener understands and trusts the message.  The origins of the IT function are found in accounting departments and still today a large proportion of corporate IT functions report through either the accounting department or, more likely, through the Chief Financial Officer.  It is unlikely that the CFO has an IT background, although many accountants indeed have formal training in financial information systems.  It is unlikely that many other C-level executives have any formal training in IT or positive long-term exposure to IT in action.  There are three reasons. First, formal training in information technology is not necessarily required in a business curriculum.  While many schools do offer such courses, they tend to be limited to basic concepts, with little practical work of the sort that those who work in IT are bound to encounter.  It is possible for an individual to earn an MBA with little more than PC driving skills and almost no exposure to information systems in formal coursework.  For older C-level executives, even this exposure was probably the exception. 
The second reason is historical: IT has become important strategically only in the past fifteen years and most of today’s executives began their climb up the executive ladder before that.  Few were likely to have encountered enough IT-led or –enabled initiatives to have become familiar enough with IT to want to learn more.  Far more likely is a history of troublesome exposure to information technology and technologists at a relatively low level of knowledge, strategic impact, and personal values.
A third reason is that once at the top, executives might not encounter a CIO with a technical background.  Increasingly, executive-level CIOs are being appointed from outside the IT shop.  Though there are no figures available on CIO background, a recent CIO Roundtable hosted by the author was attended by a dozen CIOs; many of those who have a “seat” at the executive “table” are gifted with backgrounds that include fields other than IT; the IT-trained CIOs generally do not participate in executive forums as equal participants (there are some notable exceptions, of course).

We term the likelihood that a CIO with a technical background will be a company executive CIO mobility.  When CIO mobility is high, the CIO will have a better chance of being seen be an equal executive. When CIO mobility is low, either the CIO will have a primary technical background but not be an executive or, if an executive, will have only on-the-job training in IT or arms-length IT management experience.  

Typical of the former is a senior VP and CIO I’ll call “A”.  A’s background is in chemical engineering and he has an MBA. While he has been a CIO for many years, he has no formal training in IT.  He is a full participant at the executive table.  His background includes stints in a variety of positions in the chemical and automotive industries, most recently in IT.  Consider another executive, whom I’ll call B.  B has a master’s degree in economics and decision science and he is the CIO of a $16B company.  With fifteen years in IT, he could be considered a veteran, but his primary background is in production management.  While these CIOs are executives, their career paths are hardly traditional.  In their firms, their presence “at the table” does not indicate CIO mobility.  And even mobile CIOs do not solve the agency problem.
CIO Agency
As a solution to corporate IT challenges, IT governance is itself problematic, confusing, and complex, making it difficult to translate IT governance, as a way of implementing protection of owner’s property into actual IT practice in the hands of technical experts and users.  There are, in fact, two separate facets to IT governance.  The first facet is the performance of the IT function to achieve presumed aligned goals.  We refer to this as the IT management aspect.  This is most easily thought of as the direction of the IT unit itself by the CIO.  The second aspect is governing IT at the level of corporate executive management, where the CEO stands in for the owners and the CIO or equivalent occupies the role of agent.  We refer to this as the CIO agency relationship.  At this level, concerns of strategic alignment, resource allocation, and the placement of the IT executive (the CIO) are paramount.  Theoretically, there is no reason to believe, a priori, that the management aspect is dependent on the agency aspect or vice versa, although in practice, of course, agency problems almost always lead to management problems, if only because of the inefficiencies brought about through mis-alignment.  
Traditionally the agency relationship arises because the owners are uninterested in the daily running of their asset and/or consider themselves unable to do so (Eisenhart, 1989; Jensen and Meckling, 1976).  The agent is hired to protect their interests while making sure their investments are realized through performance.  Typically the agency relationship is spelled out in an explicit or implicit contract providing rewards and penalties for agent performance.  The agency problem arises when either there is a demonstrable conflict between the desires or goals of the principal and agent or when the principle finds it hard to determine that the agent is in fact working to achieve the goals or desires of the principle. In practice, of course, both agent and principle experience risks and there is a challenge in sharing that risk, for which a contract is appropriate.  To solve the CIO agency problem, therefore, CIO agency is often measured in terms of IT unit performance.  In organizations with high levels of FIRM, these measures are closely tied to organizational performance as a whole, through demonstrable linkages.  In these organizations, the measures are mutually agreed upon by the CEO, standing in for the owners, and the CIO, as the agent.  Presumably, therefore, in firms with high FIRM, there should be less of an agency problem.

Consider, therefore, what might contribute to the agency problem in this case.  Because agreement on the implicit or explicit contract depends on pre-existing experience and expectations, the value of the contract depends on communication between the CEO and CIO.  Agency problems can arise when the contract reflects a conflict between CIO and CEO or when the parties, usually the CEO, cannot verify that the CIO has indeed delivered on the terms of the contract.  Clearly CIO mobility can work to reduce the rise of agency problems because the agreement on CIO deliverables can be, in the terms of structuration theory (Desanctis and Poole, 1994), “faithful” rather than “ironic.”  The terms of the contract will be understood and, if in conflict, the conflict will be more apparent before agency problems arise.  
A MODEL OF CIO MOBILITY AND AGENCY PROBLEMS IN IT GOVERNANCE
Based on the above discussion, we derive a model.  Three factors (ITM, SAM, FIRM) collectively facilitate CIO mobility and independently facilitate communication and common experiences between CIOs and CEOs.  CIO mobility also, by itself, makes it possible for increased amount and quality of communication and understanding between the CIO and the CEO.  This should reduce the probability of agency problems by lessening the chances for either inherent conflicts between CEO and CIO or a lack of ability of the CEO to determine that the CIO is, in fact, working towards and achieving the goals the CEO desires.  These hypotheses, in particular, are generated by this model.

H1: Organizations with high ITM are less likely to experience CEO-CIO agency problems.

H2: Organizations with high SAM are less likely to experience CEO-CIO agency problems.
H3: Organizations with high FIRM are less likely to experience CEO-CIO agency problems.

Organizations with high FIRM have a place at the executive table for the CIO; the CIO is welcomed as a member of the strategy team.  Such firms are also more likely to promote CIOs to a CEO or COO position. Hence CIO mobility should be increased and therefore

H5: Organizations with high FIRM exhibit higher CIO mobility

H6: Organizations with high organizational IT maturity exhibit fewer CEO-CIO agency problems

H7: For global firms, the ameliorating effects of FIRM and CIO mobility on agency problems is greater than in non-global (domestic) firms.

SUMMARY
This model can be tested by measuring FIRM, CIO mobility and the level and number of agency problems.  By collecting information from CEOs and CIOs in global and domestic firms, it is possible to see whether or not FIRM and CIO mobility have the predicted effects.  Practically speaking, agency problems, which show up in CIO turnover and reduced IT performance, have high costs and reducing them through communication channels would be an effective way to do so.  
(References available upon request)
