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ABSTRACT

The need to effectively manage IT resources such that they enhance the business value of firms makes IT
governance (ITG) an important issue for both IS researchers and practitioners. The purpose of this paper
is to build a conceptual framework for ITG in small and medium-sized enterprises (SMEs). The authors
first analyze the main theories applied in ITG research, and confront them with the specificities of SMEs.
The authors then highlight the limits of those theories in SMEs context and discuss adaptations needed or
alternative theories in such context. The resulting framework is then applied to generate a set of six research

propositions on ITG in SMEs.
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INTRODUCTION difference (Nfuka, & Rusu, 2011; Devos, etal.,

Given that some organizations achieve higher
performance with their IT investments while
others fail to do so (Gattiker & Goodhue, 2004),
the issue that matters now is to know under
which conditions organizations create value
from their IT (Kohli & Grover, 2008).

It has been argued that IT governance
(ITG), which “is about controlling the strategic
impact of IT and its value delivery to the busi-
ness” (Zarvic etal., 2012, p. 543) can make the
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2012; Wilkin, 2012). The need to effectively
manage IT resources so that they can enhance
the business value of firms makes of ITG an
important issue and yet an uneasy task (Weill
& Ross, 2004; Van Grembergen & De Haes,
2010).Indeed, the mostimportant IT challenges
faced by organizations now and in the future are
less related to technology than to governance
(Nfuka, & Rusu, 2011).

The literature related to ITG in particular,
and to corporate governance (CQG) in general,

Copyright © 2015, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.



34 International Journal of IT/Business Alignment and Governance, 6(1), 33-49, January-June 2015

has mobilized and proposed different theories
and frameworks to explain the mechanisms of
governance. However, most of those theories
and frameworks are often criticized as being
more appropriate for large enterprises (LEs)
and less for small and medium-sized enterprises
(SMESs), hence the call for revisiting existing
theories and frameworks or for proposing alter-
native ones with in mind the specific realities
of SMEs (Banham & He, 2010). This call is
important, all the more so that studies on ITG
in SMEs are rather rare (Vogtetal.,2011; Alves
et al., 2013). This paucity of studies does not
mean, however, that ITG does not exist in the
context of SMEs. Previous studies have shown
that SMEs use IT in their basic activities and are
expanding IT usage in more advanced processes
(Raymond & Croteau, 2006; Mardikyan, 2010;
Ruivo, Oliveira & Neto, 2012; Sila & Dobni,
2012). As IT users, SMEs have to find ways to
allocate I'T-related responsibilities and to ensure
IT-business alignment for increased business
value, brief ways to practice ITG (Luftman et
al., 2010). Given the important consequences
IT can have on growth and survival of SMEs
in a competitive market, we argue that ITG for
SMEs is a necessity and must be researched.

The purpose of this paper is to build a con-
ceptual framework for ITG in SMEs. To do so,
we proceed in three phases. First, we analyze
theories generally applied in ITG literature
with in mind the specificities of SMEs, and we
bring out salient limits of these theories with
regards to the realities of SMEs. Second, we
identify adaptations necessary to these theories
to account for the SME’s realities, and alterna-
tive theories better suited to its context. Third,
building on the results of the precedent analysis
we propose a conceptual framework for ITG in
SME:s and related propositions that can be used
as hypotheses for future research.

THEORETICAL AND
EMPIRICAL BACKGROUND

In the literature, corporate governance (CG)
is generally conceptualized with reference

to the rights and responsibilities of different
stakeholders in the firm, to the relationships
among stakeholders with regards to the decision-
making process, resolution of possible conflicts,
and control of organizational resources, and
to the means for setting corporate objectives
and monitoring performance (Turlea et al.,
2010). The OECD has proposed the following
definition of CG which seems to have gained
widespread popularity (Mason & O’Mahony,
2008): “a set of relationships between a com-
pany’s management, its board, its sharehold-
ers and other stakeholders [that] provides the
structure through which the objectives of the
company are set, and the means of attaining
those objectives and monitoring performance
are determined” (p. 32).

ITG has emerged since the 1990s as a
conceptualization of steering the use of IT
within a company (Zarvi¢ et al., 2012). It is
now acknowledged that ITG is the responsibil-
ity of top management and an integral part of
corporate governance (De Haes et al., 2013).
This view is integrated in frameworks such as
CoBIT 5 that establish good practices for ITG.

Definitions of ITG in the literature refer
implicitly to the principal-agent problem which
is central in the dominant agency theory in CG
literature. In this perspective, a parallel is made
between the alignment of executives’ decisions
to the owners’ interests in CG and the align-
ment of IT management practices to the firm’s
needs in ITG. We define ITG as follows: ITG,
a responsibility of top-management and an
integral part of corporate governance, encom-
passes the decisionrights and the accountability
framework for encouraging desirable behavior
in the use of IT, and ensuring that IT goals and
objectives are realized in an efficient and ef-
fective manner (De Haes et al., 2013).

SMES’ SPECIFICITY
REGARDING CG AND ITG

Early previous studies have pointed out SMEs’
specificities (Jennings & Beaver, 1997; Ray-
mond, Bergeron, & Rivard, 1998; Torres,
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& Julien, 2005). Blili and Raymond (1993)
grouped these specificities in five categories:
environmental, organizational, decisional,
psycho-sociological, and informational. Gener-
ally speaking, SMEs operate in local markets
and exert little control over their environment,
they rather bank on their flexibility to adapt to
changing conditions in environment; they count
on limited resources, financial and human,
and they are characterized by a simple organic
structure, developed around interests/abilities
of key employees, and by a centralized man-
agement; their decision-making and strategic
formulation processes are intuitive, adaptive,
and short-term oriented; they are in almost
all aspects overwhelmingly dominated by the
owner-managers who cumulate the roles of
entrepreneurship, ownership, and management;
their internal and external information systems
are generally simple and informal.

The specificity assumption of SMEs
should, however, be cautiously considered. At
least two cautions should be heeded. First, the
statement of the specificities of SMEs does
not mean that the group of SMEs is homog-
enous. The heterogeneity inside this group is a
deep-seated phenomenon in the small business
research field (Torrés & Julien, 2005). With
regard to ITG for example, one would assume
that SMEs pertaining to different categories
such as local, transition, and world-class SMEs
which are characterized by different IT adoption
patterns (Raymond and Croteau, 2006) would
adopt different ITG mechanisms.

As second caution, the assumption of
specificity should not be transformed into
a universal principle (such as all SMEs are
specific) ignoring that “[a] small business may
sometimes not be, or no longer be, specific”
(Torres & Julien, 2005, p. 360). Indeed, in some
contexts, referred to as “denaturing contexts”,
the very characteristics that found the specificity
of SME:s tend to disappear, giving place to an
“anti-small business”, thatis a firm that, without
growing in size, takes on all or most of the op-
posite features of small businesses (Messeghem,
2003; Torrés & Julien, 2005). These authors,
considering the denaturing potential of some

contexts, plead for a contingent approach to
SMEs specificity. This is exactly what have
done Brouard and Di Vito (2008) by putting
SMEs with multiple external shareholders on
the same footing as (big) public companies
with widespread shareholding, considering
that agency conflicts in both situations would
be similar.

Does the specificity of SMEs hold in the
contextof CGand ITGrespectively? Cana SME
embrace CG and ITG mechanisms and then keep
the distinctive features of SMEs? At first sight,
CG and ITG would appear counterintuitive for
SMEs, in such they push for more structuring,
planning, and formalization. Acknowledging
this fact, we propose a conceptual framework
for ITG governance that takes into account the
specificities of SMEs, showing that there would
be ITG mechanisms that are compatible with
the SME’s nature. In this research we use the
OECD definition of a SME which is any firm
that falls under the upper limit of 250 employ-
ees, in both manufacturing and service sectors
(OECD, 2005).

THEORIES APPLIED IN CG
AND ITG RESEARCH

Different theories applied into CG research
have been applied in ITG research as well.
The theories discussed in this paper results
from a literature review we conducted. We
do not pretend in the completeness of the list
of existing theories; nevertheless, we believe
that the main and most referred to theories are
covered. The main theories are agency theory,
stakeholder theory, power perspective, stew-
ardship theory, resource dependency theory,
network governance theory, institutional theory,
upper echelon theory, institutional trust theory
(Al Mamun, Yasser, & Rahman, 2013).

In the following sub-sections we briefly
present each theory and succinctly analyze its
specific application in ITG empirical studies
and its level of suitability to SMEs’ realities.
We begin with those that seem less applicable
to ITG in the context of SMEs.
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Agency Theory

This theory is the overwhelmingly dominant
school of thought both in academic research
and practice (Mason & O’Mahony, 2008). It
focuses on problems arising from separation of
ownership and control (Uhlaner et al., 2007).
It embraces a narrow, shareholder-centric view
of CG, which reflects the traditional finance
paradigm of shareholder value maximization
as the main (if not the sole) goal of corporate
management (Turlea, et al., 2010). Following
agency theory reasoning, studies in ITG have
analyzed the relationships between ownership
and control structures of the firm and the IT
performance (Karake, 1995; Ferguson et al.,
2013).

The problem of applying this reasoning
in the context of SMEs, at least as it has been
applied in ITG in large enterprises (LEs) is
threefold. First, this reasoning is based on the
principal / agent problems that are less likely
to happen in SMEs due to the overlapping of
management and ownership in those firms
(Banham & He, 2010; Brunninge et al., 2007).
Second, structures that are referred to in pro-
posed governance mechanisms inadequately
mirror the ones found in LEs as if SMEs were
just scaled down LEs (Uhlaner et al., 2007).
Third, due to the small size of SMEs, the infor-
mation asymmetry is very low (Brouard & Di
Vito, 2008). Information asymmetry is at the
basis of opportunistic behaviors that agency
theory-related governance mechanisms seek
to thwart. Therefore we consider that agency
theory does not apply well to SMEs.

Stakeholder Theory

While agency theory focuses on the sole dual
relationship between managers and sharehold-
ers, the stakeholder theory broadens constitu-
encies, adding to managers and shareholders
other groups of actors that may have a direct
or indirect stake at the firm’s operations (Ta-
laulicar, 2010; Abraham, 2012). Stakeholder
theory is inherently inscribed into ITG. Many
ITG definitions “explicitly or implicitly refer to

stakeholders either as ends of or as contributors
to the ITG activities” (Messabia, & Elbekkali,
2010, p. 981).

The stakeholder theory has been criticized
as a perspective that can lead SMEs to imple-
ment policies with sub-optimal outcomes (Abor,
& Adjasi, 2007; Abor & Biekpe, 2007). The
pursuitof divergent stakeholders’ interests such
as environmental versus financial is less of an
issue in SMEs than in LEs. As a “definitive
stakeholder”, the SME owner-manager is the
most salient among all stakeholders, that is, the
one whose claims will be given priority in ITG
(Mitchell etal., 1997). Therefore the stakeholder
theory does not apply so well to the reality of
SMEs with regards to ITG.

Power Perspective

The power perspective is used in corporate
governance to analyze potential conflicts of
interests that may arise among different stake-
holders, notably among executives, directors,
and shareholders (Chen, 2007). With regard to
ITG, this perspective is referred to analyze the
relative influence of IT function comparatively
to the influence of other business units in IT-
related decision processes (Xue et al., 2008;
Weill & Ross, 2005).

The potential conflicts opposing execu-
tives, directors, and shareholders that are at
the core of the power perspective theory (Daily
et al., 2003) are less likely to be observed in
SMEs. Thus, this theory does not capture well
the reality of SMEs with regards to ITG. The
above theories that we assess as less applicable
to ITG in SMEs are summarized in Table 1.

Among alternative theories that can be mo-
bilized to study ITG in SMEs, we propose the
following ones as more appropriate: stewardship
theory, resources dependency theory, network
governance theory, institutional theory, upper
echelon theory, and institutional trust theory
(Brunninge et al., 2007; Devos et al., 2012).
Here are their key characteristics and why they
seem more applicable to ITG for SMEs. They
are summarized in Table 2.

Copyright © 2015, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.



International Journal of IT/Business Alignment and Governance, 6(1), 33-49, January-June 2015 37

Table 1. Theories with lower applicability of ITG in SMEs

Theories Key Issues with Regard to ITG Reasons Why Lower Applicability to SMEs
Mechanisms

Agency theory Some cases of IT outsourcing * Principal / Agent problems less likely
(Brunninge, et al., 2007; Banham & He, 2010)
* Reference to unlikely structures
(van Gils, 2005)
* Low information asymmetry
(Brouard & Di Vito, 2008)

Stakeholder Predominant role of owner-manager Suboptimal outcomes

theory (Abor, & Adjasi, 2007; Banham & He, 2010)

Power Predominant role of owner-manager Lower levels of power playing

perspective (Fiegener et al., 2004)

Stewardship Theory

This theory is based on an assumption opposite
to the agency theory’s premise of opportunistic
behavioras inherent to human nature. According
tothe stewardship theory, managers are naturally
trustworthy, and seek to be good stewards of the
corporate assets (Uhlaneretal.,2007; Nicholson
& Kiel, 2007; Del Baldo, 2012). With regard
to ITG specifically, the stewardship theory
may be more consistent with the nature of ITG
because the managers’ interests are perfectly
aligned with the shareholders’ interests, thanks
to the overlapping of ownership and control in
most SMEs (McGinnis et al., 2004; Brunninge
et al., 2007).

Resource Dependency Theory

This theory is used in CG to explain the role of
board of directors as a link to access to further
resources available in the firm’s environment
(Nicholson & Kiel, 2007). Board members ex-
tend the reach of an organization in its environ-
ment, and provide it with access to resources that
would otherwise be out of reach or expensive
(Dailyetal.,2003). Research in this area focuses
on the size and the composition of the boards
as they may reflect the extent of exposure to
external environments networks and access to
various resources (Jackling & Johl, 2009). The
resource-dependency theory can be and has
been specifically applied to ITG (Rasheed &

Geiger, 2001; Xue et al., 2008). The resource-
dependency theory fits well to the context of
SMEs, particularly because most SMEs depend
on external IT expertise (Devos et al., 2012).

Network Governance Theory

This theory involves a select, persistent and
structured set of private firms and non-profit
agencies engaged in creating, manufacturing
or distributing products or services, based on
implicit and open-ended contracts designed
to adapt to their environmental specificities
and to coordinate and safeguard exchanges
(adapted from Jones et al., 1997). Based on the
network governance theory, research on inter-
organizational ITG unveiled the two profiles
of interorganizational ITG: contractual and
consensual (Croteauetal.,2013). These profiles
take into account the ITG structure, the process
followed to make decisions, and the roles of
participants involved in setting and promot-
ing interorganizational mechanisms (Croteau
& Bergeron, 2009). Given the more informal
structure of SMEs, they have alower number of
hierarchical levels, a lower ratio of managers/
employees and they are atan earlier level (state)
of interorganizational ITG maturity (Barthon
& Jepsen, 1997; Croteau & Bergeron, 2009).
It is therefore expected that SMEs will have a
more informal and flatter interorganizational
ITG structure, will be more dependent upon
partners as to the choice and obligation of IT
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Table 2. Theories with higher applicability of ITG in SMEs

Theories Key Issues with Regard to ITG Reasons Why Lower Applicability to
Mechanisms SMEs
Stewardship theory * No need for agency-based control Convergence of ownership and management

mechanisms
» Empowerment of owner-managers and
key employees

(Brunninge, et al., 2007)

Resource dependency
theory

* Role of IT external partners
* Role of outside and independent
directors

Limited internal resources (Devos et al.,
2012)

Network governance
theory

* Pressures from partners to conform
* Support from the network

* Pressure to formalize the network structure
* Pressure to implement controls

* Pressure to improve IT knowledge and
communication

* Need for partners’ support

Institutional theory

Institutional pressures towards ITG
mechanisms adoption

* Pressures towards IT innovations adoption
from the SME’s networks (MacGregor, 2004;
Raymond et al., 2012)

« Little capacity of SMEs to resist to
pressures

Upper echelon theory

* IT-related roles and responsibilities for
owner-manager
* IT champion among key employees

* Predominance of owner-managers
(Brunninge et al., 2007; Napoli, 2012)
« Important role of key employees
(Brunninge et al., 2007; Napoli, 2012)

Institutional trust
theory

Moderating effect of institutional trust
between SME and external IT partner on
the adoption of ITG mechanisms.

* Partnership based on trust (Devos et al.,
2012)
* Limited resources for agency-based controls

implementation (Huang et al., 2010)

control processes, and the interorganizational
participants to ITG will be less in number yet
more involved into their IT-related decisions
and actions. It is thus expected that the more a
SME isinvolved in external networks, the more
it will implement ITG mechanisms. It will be
under pressure to conform itself to its partners’
practices and will rely on the network capacity
to compensate for its lack of internal resources
and capabilities (Xiaobao et al., 2013).

Institutional Theory

This theory considers that organizations are not
justeconomic systems motivated by the pursuit
of economic efficiency and performance, but
are also social and cultural systems that seek to
gain legitimacy in their environment by adjust-
ing themselves to regulations, norms and values
(Al Mamun et al., 2013; DiMaggio & Powell,

1983). Institutional theory acknowledges the
influence of an organization’s environment on
its IT structures and practices. More precisely,
the intensity ofinstitutional pressures will affect
the IT department power, and will influence an
organization’s ITG patterns (Xue et al., 2008).
Moreover, due to their size and to their limited
resources, SMEs may be more influenced by
their environment than LEs. Hence the institu-
tional theory seems be suitable for analyzing the
adoption of ITG practices in the SME’s context
(MacGregor, 2004; Mohnnak, 2007; Islamoglu
& Liebenau, 2007; Raymond et al., 2012).

Upper Echelon Theory

According to upper echelon theory, the char-
acteristics of top-level managers play a crucial
role in determining the strategic organizational
outcomes and processes (Hambrick & Mason,
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Figure 1. ITG in SMEs

SME Owner-Manager
Characteristics
(UET-ST-IT)

* IT competencies

* Interpersonal and
managerial competencies

¢« Values, beliefs, norms

SME’s External Links
(ST-RDT-NGT-IT-UET-IIT)
* Outside directors
Institutional pressures
* External IT partnership

Key Employees
Characteristics
(ST-UET-IT)

* IT technical skills
* Business competencies
Values, Beliefs, Norms

1984). The small size and the structural flex-
ibility of SMEs intensify the involvement of top
managers in almost all of the firm’s activities,
and their influence is thus stronger than it can
be in LEs (Brunninge et al., 2007). The upper
echelon theory offers new theoretical lens
through which ITG mechanismsin SMEs canbe
analyzed. The focus shifts from agency-related
levels of analysis (ownership structure, board of
directors, incentive compensation) towards the
SME’s top management team (or key employ-
ees). Theupper echelon theory has been mainly
used to analyze the strategic changes in SMEs
(Brunninge et al., 2007; Napoli, 2012), but it is
quite appropriate for ITG as well. The values,
norms, backgrounds, and interests of top-level
managers of SMEs may explain their readiness
and their predisposition to adopt certain forms
of ITG mechanisms and to reject others.

Institutional Trust Theory

This theory is an interesting alternative theoreti-
cal perspective to agency theory and it is suit-
able to the context of SMEs as well. Instead of

P1

T Governance
mechanisms
(IT4TT)
¢ Structure
* Processes
¢ Participants

Supportive theories:

Stewardship theory
RDT: Resource dependency theory
NGT: Network governance theory
IT:  Institutional theory
UET: Upper echelon theory
Institutional trust theory

IT
Business
Value

relying on agency-based control mechanisms to
deter opportunistic behaviorinIT collaboration
relationships, SMEs may develop a partnership
based on trust, which “can be seen as a coor-
dinating mechanism, based on shared moral
values and norms” (Devos etal., 2012, p. 210).
Trust reduces the need to resort to structured
controls, such as steering committees, manage-
ment guidelines, policies and procedures, or
to comprehensive outcome-based contracts,
for which SMEs may not be well-equipped to
deal with given their financial constraints and
their limited capabilities in terms of internal
IT-related human resources (Huangetal., 2010).

CONCEPTUAL FRAMEWORK

The preceding analysis shows that when analyz-
ing ITG in SMEs, we need to take into account
theories that are more appropriate for SMEs.
Building on such theories as discussed in the
precedent section, we propose a conceptual
framework of ITG in SMEs with the corre-
sponding supportive theories by constructs, as
illustrated in Figure 1.
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In this framework, the SME’s owner-
manager and key (internal) employees are
the main actors. The inclusion of the SME’s
owner-manager characteristics in the concep-
tual framework of ITG in SMEs is based on
the stewardship theory and the upper echelon
theory, which both acknowledge the SME’s
owner-manager’s tight grip on any major orga-
nizational activities and decisions. Besides, the
primary role played by owner-managers in the
contextof SMEs is unanimously acknowledged
in the small business literature.

The inclusion of the SME’s key employ-
ees is based on the stewardship theory and the
upper echelon theory as well: key employees’
influence is inversely proportional to the size of
their organization, so the role of key employees
in any major decisions would be greater in
SMEs than in LEs. Shared values, beliefs and
norms of both the owner-manager and the key
employees are based on the institutional theory.

The proposed framework also assumes that
intheir decision with regard to ITG mechanisms,
the SME’s owner-manager and key employees
will be to some extent influenced by its external
links. This assumption is based concurrently on
the resource-dependency theory, the network
governance theory, the institutional theory, and
the institutional trust theory. Inaccordance with
the resource-dependency theory and network
governance theory, the access to external re-
sources through either independent and outside
directors or IT external partners would influence
the SME’s owner-manager and key employees
with respect to their ITG decisions.

The network governance theory and the
literature on interorganizational governance of
IT suggest that governance mechanisms related
to structure, processes and participants lead to
higher competitive advantage or IT business
value. The network governance theory also
suggests that SMEs involved in networks are
likely to be influenced by their business partners
in adopting ITG mechanisms. According to
institutional theory, mimetic, normative, and
coercive pressures would be exerted on the
SME’s main actors towards the implementation
ofthe same ITG mechanisms adopted by organi-

zations evolving in the SME’s environment. As
for the theory of institutional trust, it allows to
take into account the moderating effect of trust
between a SME and its IT external partners on
the level of ITG mechanisms implementation:
high levels of trust reduce the need for owner-
managers and key employees to implement
agency theory-inspired ITG mechanisms.

So, the proposed conceptual framework
is composed with five main groups of factors.
At the center, there is the group of ITG mecha-
nisms. Their adoption is directly or indirectly
determined by three groups of factors: the
SME’s owner-manager’s characteristics, its
key employees’ characteristics and the SME’s
external links. IT business value, as the outcome
of ITG mechanisms, is the last group (discussed
later in the section on the consequences of ITG
mechanisms).

IT GOVERNANCE
MECHANISMS IN SMES

Having its roots in the network governance
theory (Jones, 1997; Barthon etal., 1997), ITG
and interorganizational ITG generally classi-
fies ITG mechanisms into three dimensions:
structures, processes, and participants (Croteau
& Bergeron, 2009; Croteau et al., 2013; Ko &
Fink, 2010). Sometimes, participants is also
referred to as relational mechanisms (De Haes
& Van Grembergen, 2006; Wilkin, 2012; Mo-
hamed & Singh,2012). The structure dimension
empbhasizes control and coordination and refers
to the organization of IT function, to its roles
and responsibilities, brief, to the formal and
rational units and mechanisms put in place to
carry out [T-related decisions and activities in
organizations; structure refers to the locus of
authority with regards to IT decision-making,
in other words it determines who act and with
which resources (Croteau & Bergeron, 2009).
The processes dimension emphasizes control
and sustainable capability, and refers to tools,
techniques, frameworks or standards combined
to ensure IT-business strategic alignment and
to track IT performance achievements. The
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participants dimension refers to the persons
at various levels and functions who take part
in leadership, training and sharing, who ac-
tively participate, collaborate, communicate,
and get involved in order to disseminate IT-
related policies, principles and outcomes. ITG
would be even more important in a network
or interorganizational environment due to the
partners requirements in terms of a minimum
threshold of quality, uniformity and reciproc-
ity of IT mechanisms needed to create value
for all network members. In this situation, the
network strength is as high as the weakest of
its link. Much adaptation will therefore have
to be made to SMEs specificities.

Some highly-formalized ITG mechanisms
are less suitable to rather organic and loosely
structured SMEs (Jennings & Beaver, 1997).
Basic ITG mechanisms are likely to be found in
SMEs. These ITG mechanisms are not neces-
sarily denaturing. Structure-related ITG mecha-
nisms such as CIO on board and IT steering
committee (De Haes & Van Grembergen, 2006)
are less likely to be in place in SMEs, as their
structural ITG capability is likely to be assumed
by the owner-manager. Clear IT-related roles
and responsibilities of the owner-manager are
thus necessary as structural governance mecha-
nism in this case (Wilkin, 2012). Instead of the
formal CIO function, a SME is likely to rely
on an IT champion, a much more informal role
and yet a very important one for its IT-related
activities (Pollard, 2003). SMEs may also rely
on external expertise to compensate their lack of
expertise internally. The IT champion will play
a determinant role in the relationship between
a SME and its IT external expert.

For process-related mechanisms such as
externally developed standards, tools, tech-
niques, or frameworks like COBIT, ITIL,
ISO17799 which are highly formalized and
certification oriented, SMEs are not either well
equipped (Ko & Fink, 2010). Without neces-
sary resorting to highly developed tools, SMEs
have to find ways to align their IT projects to
their strategic business and to track IT busi-
ness value creation. Otherwise, overwhelmed
by operational imperatives as they tend to be,

SMEs may lose sight of long term and strategic
imperatives in their IT decision-making. So,
one would consider IT strategic alignment and
IT performance tracking as key process-related
ITG mechanisms in SME:s.

As for participants, relational mechanisms
such as business/IT co-location and active
participation and collaboration between key
stakeholders do not need to be formally imple-
mented in SMEs as they are naturally evident
in such context (Wilkin, 2012). However, for
an effective collaboration between participants
(Peterson, 2004), people involved in ITG need
to develop mutual understanding which can
be reached through IT training, and proper
communication for developing awareness and
understanding of business/IT objectives.

ANTECEDENTS OF
ITG MECHANISMS

In our framework, the adoption of ITG mecha-
nisms is directly determined by both SME
owner-manager’s characteristics and key em-
ployees’ characteristics, and indirectly affected
by SME’s external links. In other words, the
relationship between, on one hand the owner-
manager’s characteristics and the key employ-
ees’ characteristics, and on the other hand the
adoption of ITG mechanisms is moderated by
the SME’s external links.

SME’s Owner-Manager

Studies on SMEs have acknowledged the central
role of the entrepreneur or owner-manager in
shaping the firm. As the principal stakeholder
concurrently assuming multiple roles, he/she is
involvedin almostifnotall major decisions that
affect the firm for better or worse. His/her char-
acteristics will then be determinant. Banking on
previous studies, we put these characteristics
in three main categories: [T-related competen-
cies (Caldeira & Ward, 2003; Wainwright et
al., 2005; Scupola, 2008; Cragg et al., 2011),
interpersonal and managerial competencies
(Kraemmergaard & Rose, 2002; Bassellier &
Benbasat, 2004) and personal values, beliefs,
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and norms (Ramdani, et al., 2009; Del Baldo,
2012).

IT-related competencies of an owner-
manager are important in that they will shape
not only his/her understanding of opportunities
of IT usage in business activities, but also his
or her expectations with regards to how IT
activities should be managed. These under-
standing and expectations will lead to the IT
adoption decision, and more important, to the
creation of facilitating conditions for the actual
IT implementation and use (Scupola, 2008).
ITG mechanisms can be viewed as facilitating
conditions meant to leverage IT for achieving
business goals.

Interpersonal and managerial competen-
cies will help the owner-manager to effectively
communicate his/her vision of ITG mechanisms,
motivate and get employees to adhere to that
vision, overcome change resistance, and meet
the scope, time, and goal objectives throughout
the implementation phases of ITG mechanisms.
Adapting Kraemmergaard and Rose’s (2002)
and Bassellierand Benbasat’s (2004) definitions
to the context of ITG, we retain leadership,
interpersonal communication, human resource,
change management, and project management
as part of interpersonal and managerial com-
petencies.

Another determinant factor that would
sway an owner-manager’s decision in favor or
not of ITG mechanisms adoption is the level of
compatibility between these mechanisms and
his/her values, beliefs, and norms. The notion of
compatibility, which refers to the perception of
consistence of an innovation (ITG mechanisms
inthis case) with regards to values, experiences,
beliefs, and needs of would-be adopters, is
important, especially in small firms (Ramdani
et al., 2009). Owner-managers will obviously
willingly push for adoption of ITG mechanisms
that are compatible with their values, beliefs,
and norms.

Considering the precedent considerations,
the following proposition can be stated:

P1. Greater competencies (IT-related, interper-
sonal and managerial) of the SME’s owner-

manager and higher levels of perceived
compatibility of his/her values, beliefs,
and norms with ITG mechanisms will
positively influence the implementation
of ITG mechanisms in a SME.

SME’s Key Employees

Notwithstanding the key role of the entrepreneur
or the owner-manager in all major decisions,
key employees’ influence in SMEs is likely to
be paramount. This major influence stems from
the fact that small firms tend to be structured
around key employees’ abilities and interests
(Jennings & Beaver, 1997). It is also due to the
small size and organizational flexibility of SMEs
(Brunninge et al., 2007) that do not restrict key
employees in narrowly-defined roles. The para-
mount influence of the SMEs’key employees is
inline with the upper echelon theory (Hambrick
& Mason, 1984). The characteristics ofa SME’s
key employees have to be taken into consid-
eration in order to understand the adoption of
ITG mechanisms in the firm. Based on previ-
ous studies (Kraemmergaard & Rose, 2002;
Bassellier et al., 2003), these characteristics
are grouped into three main categories: (1) IT
technical skills, (2) business competencies, and
(3) values, beliefs, and norms.

At the level of key employees, IT tech-
nical skills required are more than a certain
level of comfort with IT as is the case for
owner-manager’s IT knowledge. IT technical
skills of key employees are a reflection of their
IT-related explicit knowledge with regards to
technology, applications, system development,
IT management, access to IT knowledge. IT
technical skills also include their I T-related tacit
knowledge, thatis experience in IT projects and
experience in the management of IT (Bassellier
etal.,2003). While owner-manager’s IT knowl-
edge play arole in the decision to adopt IT, IT
technical skills at the key employees level are
indispensable for the actual implementation and
effective use of IT (Raymond et al., 2012). We
would here assume the same pattern applies to
ITG mechanisms adoption and implementation.
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So, for this study we define business com-
petencies of key employees as the knowledge
and skills of key employees of a SME related
to their understanding the business domain
and the specific organizational context. The
business domain-specific competencies refer
to the knowledge of the production system of
a firm’s industry, the ability to recognize the
firm’s challenges and opportunities, includ-
ing the potential of IT leverage for enhancing
business processes. The organization-specific
competencies are about the acute acquaintance
of the firm’s functioning (e.g. power distribu-
tion, structures), specificities (e.g. culture and
history), and partnership. Key employees with
stronger business competencies (business do-
main-specific and organizational-specific) are
more likely to better understand the potential of
IT usage in business activities and the necessity
to adopt ITG mechanisms for achieving higher
IT business value.

As in the case of owner-managers, values,
beliefs, and norms of key employees of a SME
will affect ITG mechanisms adoption. Shared
cognitive characteristics (such as values, beliefs,
and norms) will be conducive to consensus
among team members which in turn will fa-
cilitate the introduction of strategic change in
SMEs (Brunninge et al., 2007). This can be
seen as a positive factor for ITG mechanisms
adoption. But according to institutional trust
theory, shared values and norms may reduce
the need of formalized mechanisms (Devos
et al., 2012). So, we would argue that shared
values, beliefs, and norms among the SME’s key
employees will accelerate the process of ITG
mechanisms adoption (pace) while reducing
the diversity of ITG mechanisms adopted. We
would also argue thatthe SME’s key employees
will favor the adoption of ITG mechanisms they
deem compatible with their values, beliefs, and
norms over others deemed less compatible.

From the above developments, the two
following propositions can be stated:

P2. Greater competencies (IT technical skills,
business competencies) of the SME’s key
employees and higher levels of perceived

compatibility of their values, beliefs, and
norms with ITG mechanisms will posi-
tively influence the implementation of ITG
mechanisms in a SME.

P3. The more the values, beliefs, and norms are
shared among a SME’s key employees, the
more a SME will easily adopt and imple-
ment TG mechanisms (quick pace), and the
less diversified ITG mechanisms will be.

SME’s External Links

In SMEs, decisions are mainly made by the
owner-manager assisted by key employees.
However, intheir decision-making process, they
may be swayed one way or another by external
stakeholders. Following the literature review,
we retained four sources of influence that can
affect the decision to adopt ITG mechanisms:
outside and independent directors, institutional
pressures, IT external partnership and the net-
work members.

We have already underscored that, in most
SMEs, board of directors are either inexistent
or purely formal, or sometimes used to serve
the owner-manager’s purposes (Fiegener et
al., 2004; van Gils, 2005; Brouard & Di Vito,
2008). Yet, in accordance with the resource-
dependency theory, having a board on which
sit a number of external directors increases a
firm’s exposure to external environment net-
works and its convenient access to valuable
resources (Jackling & Johl, 2009). The latter’s
independence vis-a-vis the owner-manager
(and key employees) gives them much more
latitude in their supervision role of the firm’s
management. So, SMEs are compelled to adopt
boards with a great number of outside and
independent directors (Abor & Adjasi, 2007).
This would prevent them from developing “a
myopic and narrow view” that stalls change
(Brunninge et al., 2007, p. 299). Outside and
independent directors would influence owner-
managers and key employees towards ITG
mechanisms adoption.

Institutional theory posits that changes in
organizations are determined more by external
or environmental pressures than “rational” deci-
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sions by internal actors (owner-managers and
key employees) (DiMaggio & Powell, 1983).
In accordance with the institutional perspec-
tive, it has been found that the diffusion of
corporate social responsibilities in SMEs is
linked to the extent at which these SMEs are
embedded in anetwork of local socio-economic
institutions (Del Baldo, 2012). Similarly, a
SME’s network ties will play a role in decid-
ing the owner-manager and key employees to
embrace ITG mechanisms that are in place in
other organizations within the network. Besides,
inter-organizational exchanges entail task and
function interdependence that requires a great
deal of coordination (Croteau & Bergeron,
2009). Challenges related to the coordination
of business partners which are more or less
different with regard to various organizational
aspects (strategy, processes, structure, IT infra-
structure and architecture) incite each other to
put in place governance mechanisms (Croteau
& Bergeron, 2009). In the same vein, compared
to the local SMEs, world-class SMEs would
need more ITG mechanisms due to their being
involved inmore extended networks (Raymond
& Croteau, 20006).

It is almost a truism to say that most SMEs
lack internal IT expertise. To compensate this,
they mainly rely on IT external expertise. Some-
how, this dependence put a SME in a situation
ofinter-organizational ITG. Studying profiles of
inter-organizational ITG, Croteau et al. (2013)
proposed a continuum with at one end the con-
tractual profile, and at the other, the consensual
profile: in contractual profiles, “organizations
are involved in a legal relationship with their
outsourcers”, while consensual profiles are
characterized by “a collaborative and coopera-
tive approach” (p. 36). Potential opportunistic
behaviors are fought mainly through the formal-
ization of commitments in contractual profiles,
and through mutual trust in consensual profiles.
Contractual profiles are consistent with agency
theory according to which, as previously stated,
a SME would adopt ITG mechanisms to deter
opportunistic behavior from the external expert.
We have seen however, in accordance with the
theory of institutional trust, that some SMEs,

ill-equipped for developing structured controls
or outcome-based contracts, will instead seek a
partnership based on trust (Devos et al., 2012).
So, an external partnership based on trust will
reduce the need to resort to formalized ITG
mechanisms in SMEs.

All these considerations related to the
SME’s external links lead to the following
propositions:

P4. A SME’s external links through outside
and independent directors, networks, and
IT partners will have a positive impact on
the owner-manager’s and key employees’
decision to adopt ITG mechanisms.

PS. The higher the level of institutional trust
between a SME and its IT external part-
ner, the less its owner-manager and key
employees will be swayed towards ITG
mechanisms adoption.

CONSEQUENCES OF
ITG MECHANISMS

It has been suggested that there may be a posi-
tive correlation between ITG mechanisms and
different organizational performance measures
as captured into Kaplan and Norton’s balanced
scorecard framework (Mohamed & Singh,
2012). Bradley et al. (2012) have established
that ITG has a positive impact on different mea-
sures of hospital performance. The underlying
assumption is that effective ITG would enhance
IT impacts on the organizational performance.

The idea that the ultimate effectiveness
of ITG mechanisms adopted in organizations
should be appreciated in terms of IT contribution
tobusiness value (IT business value) seemsto be
alargely shared understanding in ITG literature
(Zarvicetal.,2012). 1T business valueis defined
as “the organizational performance impacts of
information technology atboth the intermediate
process level and the organization-wide level,
and comprising both efficiency impacts and
competitive impacts” (Melville et al., 2004, p.
287). More precisely, Weill and Ross (2005)
suggested assessing the ITG effectiveness
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against the achievement of four IT-enabled
organizational objectives: “cost-effectiveness,
asset utilization, business growth and business
flexibility” (p. 26).

As the effectiveness of IT initiatives and
investments is one of the priorities of ITG
(Bradley et al., 2012), any failure with regards
to IT initiatives hints to the failure of ITG. For
example, failure of outsourced information
systems may be seen as a failure of ITG (De-
vos et al., 2012). In the same way, the under-
exploitation of IT business value in SMEs can
be blamed on weaknesses of their ITG (Wilkin,
2012). Evenaweak interorganisational ITG can
lead to disastrousresults in terms of competitive-
ness. So, the adoption of ITG mechanisms may
have a positive impact on IT business value in
SMEs, hence the following proposition:

P6. The adoption of ITG mechanisms ina SME
will improve its IT business value.

CONTROL VARIABLES:
SIZE, SECTOR, AND AGE

We previously underscored the necessity of
carefully considering the heterogeneous nature
of SMEs. All of these enterprises share some
particularities, but they may also present some
differences due to their size (very small-, small-,
medium-sized), industry sector, or theirage. All
these factors are taken into account in the pro-
posed research framework as control variables.

The size of firms (in terms of the number
of employees or in terms of revenues) is gener-
ally positively associated with the adoption of
innovations (Ko et al., 2008; Pekovic, 2010).
More precisely, in the field of ITG, it has been
advanced thatthere may be a positive correlation
between the firm’s size and ITG effectiveness
(Mohamed & Singh, 2012). The same authors
positthat organizations operating in information
intensive sectors or in sectors characterized by
high levels of uncertainty are more likely to
effectively implement ITG mechanisms than
organizations in less information intensive
sectors, or in less uncertain environments. The

firm’s age can also explain differences between
SMEs withregard to ITG mechanisms adoption.
Afterreporting mixed results in literature on this
topic, Mohamed & Singh (2012) formulate the
hypothesis thata firm’s age would be negatively
correlated with ITG effectiveness.

CONCLUSION

Theories and frameworks generally referred
to in the field of CG in general, and in ITG in
particular, have mainly been developed in the
context of large enterprises. In this study we
analyzed the main theories applied in CG and
ITG research, and confronted them with the
specificities of SMEs. This exercise allowed
us to highlight the limits of these theories in
the SME’s context, and to discuss adaptations
needed or alternative theories in such context.
Building on these developments, we then pro-
posedaconceptual framework of ITG in SMEs.

We have shown that the mainstream agency
theory does not fare well when applied in the
context of SMEs. So, the proposed conceptual
framework is based on a combination of alter-
native theories: upper echelon theory, stake-
holder theory, resource-dependence theory,
the network governance theory, institutional
theory, and the theory of institutional trust. In
accordance with the now abundant literature on
SMEs, the conceptual framework acknowledges
the central role played by the owner-manager in
all major decisions of the firm. In accordance
with the upper echelon theory, the role of the
SME’s key employees (or the top-management
team) is also acknowledged in the concep-
tual framework proposed. Together, resource-
dependency theory, the network governance
theory, the institutional theory and the theory
of institutional trust have been referred to for
propositions related to the role of the SME’s
external links in its decision towards ITG
mechanisms adoption.

In taking the SME’s specificities into
account, we followed the previous research
recommendation that size is one of the contin-
gencies that must be heeded when designing
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a mix of structures, processes, and relational
mechanisms for an ITG framework (Pollard,
2003). The six propositions presented in this
paper may thus serve as initial hypotheses for
empirical verification. This conceptual paper
is a first step in our research. In the next step,
case studies will be conducted to refine the
conceptual framework, followed by a survey
to test the framework.
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