
DOI: 10.4018/JGIM.2019100105

Journal of Global Information Management
Volume 27 • Issue 4 • October-December 2019


Copyright©2019,IGIGlobal.CopyingordistributinginprintorelectronicformswithoutwrittenpermissionofIGIGlobalisprohibited.



91

National Corporate Governance 
Codes and IT Governance 
Transparency in Annual Reports
Steven De Haes, University of Antwerp-Antwerp Management School, Antwerp, Belgium

Tim Huygh, University of Antwerp, Antwerp, Belgium

Anant Joshi, Maastricht University, Maastricht, Netherlands

Laura Caluwe, University of Antwerp, Antwerp, Belgium

ABSTRACT

ITgovernanceisconcernedwiththeoversightofITassets,theircontributiontobusinessvalueand
themitigationofIT-relatedrisks.EmergingresearchcallsformoreboardlevelengagementinIT
governanceandidentifiesprofoundconsequencesfordigitizedorganizationsincasetheboardis
notinvolved.Againstthiscontext,thisarticleanalyseshowcorporategovernancecodesareguiding
boardstoprovidetransparencyonhowtheytreatITgovernance.ThefindingsshowthatonlytheSouth
Africancorporategovernancecode,KingIII,containsasignificantamountofIT(governance)-related
content.Asasecondobjective,thisarticlebuildsonthesefindingsbyprovidinganexploratoryinsight
inthecontemporarystateofITgovernancetransparencyinBelgianandSouthAfricancompanies.
Thisway,theinfluenceofthenationalcorporategovernancecodeonITgovernancetransparencyis
explored.Theauthors’findingsshowthatSouthAfricanfirmstendtobemoreconcernedwithIT
governancetransparencyintheirannualreportsthanBelgianfirms,givenacomparableITstrategic
roleandownershipstructure.Accordingly,thecaseismadeforincludingmoreIT(governance)-
relatedguidanceinnationalcorporategovernancecodes,asthismightenablecompaniestobemore
transparentabouttheirITgovernance.
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1. INTRodUCTIoN

ITgovernanceisconcernedwithoptimizingthebusinessvaluegeneratedthroughITassets,while
simultaneouslymitigatingIT-relatedrisks(Weill&Ross,2004).Overtime,ITgovernancegained
momentumduetomorecompaniesbecomingcriticallydependentonITfortheiroperationaland
strategicbusinessactivities(DeHaes&VanGrembergen,2015;Nolan&McFarlan,2005).The
potentialbenefitsofITgovernancearewell-knownbynow.Weill&Ross(2004,p.4)statethat“…
effectiveITgovernanceisthesinglemostimportantpredictorofthevalueanorganizationgenerates
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fromIT…”Manystudieshavesurfaced that identifiedmechanismsfor ITgovernance(DeHaes
&VanGrembergen,2009;Huang,Zmud,&Price,2010;Prasad,Green,&Heales,2012;Weill&
Ross,2004).DuetoadirectlinkbetweencorporategovernanceandITgovernance(DeHaes&Van
Grembergen,2015; ITGovernanceInstitute (ITGI),2003;Weill&Ross,2004),manycorporate
governancemechanismsaretranslatedintotheITgovernancedomain.Animportantissueincorporate
governanceliteratureistransparency,ordisclosure(Augustine,2012;Millar,Eldomiaty,Choi,&
Hilton,2005;Morris,Pham,&Gray,2011).However, the issueof ITgovernance transparency/
disclosure,whichisaboutprovidingstakeholderswithinformationaboutthewaytheorganizationis
governingitsITassets,hasreceivedlittleattentioninacademicresearch(Joshi,Bollen,&Hassink,
2013).Joshietal. (2013)proposedaframeworktoassess the levelofITgovernancedisclosure,
togetherwithacallforadditionalempiricalresearchtocontributetotheunder-researchedtopicof
ITgovernancetransparency.Inresponse,thisstudyexplorestheinfluenceofthenationalcorporate
governancecodeonafirm’sITgovernancetransparency.Therefore,aselectionofnationalcorporate
governancecodesisanalyzedwithrespecttotheincludedIT(governance)-relatedcontent.Building
onthesefindings,thecontemporarystateofITgovernancetransparencyinBelgianandSouthAfrican
companiesarecomparedbymeansoftheirannualreports.Indeed,therecouldbepotentialvariations
inITgovernancedisclosureduetovariationsinthenationalcorporategovernancecode.Differences
inITgovernancetransparencybetweenBelgianandSouthAfricancompaniescanbeexpected,asthe
SouthAfricancorporategovernancecodecontainsasignificantamountofIT(governance)-related
guidance,whiletheBelgiancodedoesnot.WhilecontrollingfortheITstrategicrole(i.e.financial
servicesorganizations)andfirmownershipstructure(i.e.listedcompanies),theinvestigationofthe
effectofthenationalcorporategovernancecodeonafirm’stendencytodiscloseonitsITgovernance
isanimportantcontributiontothebodyofknowledgeaboutITgovernancetransparency.

Followingtheproblemstatementandresearchobjectivesdiscussedinthepreviousparagraph,
thefollowingresearchquestionsareputforward:

RQ1:WhatIT(governance)-relatedguidelinesarecontainedinnationalcorporategovernancecodes
andwhatdifferencescanbeobservedbetweenvariouscorporategovernancecodes?

RQ2:TowhatextentdoesthenationalcorporategovernancecodeinfluencethelevelofITgovernance
disclosureofafirm?

Fromthesecondresearchquestion,thefollowingpropositionwasderivedforguidingtheempirical
part:Firmsthataresubmittingtheirannualreportbasedonacorporategovernancecodethatcontains
more (non-committal) IT (governance)-related guidance disclose more on their IT governance
comparedtofirmsthataresubmittingtheirannualreportbasedonacorporategovernancecodethat
containslessIT(governance)-relatedguidance.Thispropositionhasimportantconsequencesforthe
samplingcriteria,whichwillbediscussedinthe‘researchmethodology’section.Itshouldbenoted
thatthispropositionservesamoredirectivepurpose,ratherthanconclusive,asthesmallsamplesize
(N=20)usedinthisresearchdoesnotallowforformalstatisticalsignificancetesting.Nevertheless,
weaimtoprovideanin-depthqualitativediscussionoftheissuesathand.

Theremainderofthispaperisstructuredasfollows.Thesecondsectionprovidesatheoretical
backgroundtothisresearchbydiscussingtheconceptsofcorporategovernance,corporategovernance
code,ITgovernanceandITgovernancetransparency,andashortdiscussionoftheITgovernance
transparencyframeworkbyJoshietal. (2013),whichwillbeusedforourexploratoryempirical
research by serving as the measurement instrument for the IT governance disclosure construct.
Thethirdsectioncontainstheresearchmethodology.Thefourthsectionpresentstheresultsofthe
empiricalresearch.Thefifthsectionpresentsthemainconclusionsandtheresearchimplications
(fortheoryandpractice).Finally,thesixthsectioncontainsthelimitationsofthisresearch,aswell
asopportunitiesforfutureresearch.
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2. THeoReTICAL BACKGRoUNd

2.1. Corporate Governance and Corporate Governance Codes
According to OECD (2015), “Corporate governance involves a set of relationships between a
company’smanagement,itsboard,itsshareholdersandotherstakeholders.Corporategovernancealso
providesthestructurethroughwhichtheobjectivesofthecompanyareset,andthemeansofattaining
thoseobjectivesandmonitoringperformancearedetermined.”Corporategovernancereflectshow
decisionrightsandresponsibilitiesaredistributedamongstakeholdersintheorganization,andtherules
andproceduresfororganizationaldecision-making(Lin,2011).Corporategovernanceisconcerned
with themitigationof potential conflicts of interest between all stakeholders of anorganization
(Goergen,2012).Thisisespeciallythecasewhenthereisaseparationofownershipandmanagement,
leadingtoaprincipal-agentissueasdescribedinagencytheory(Eisenhardt,1989;Uhlaner,Wright,
&Huse,2007).Corporategovernancecanbeimplementedinanorganizationusingasetofcorporate
governancemechanisms,consistingofstructures,processes,andrelations(Shailer,2004).

Corporate governance received worldwide attention following a series of scandals, most of
whichinvolvedmajoraccountingfraud.TheEnronandWorldComscandalswerethemajordrivers
forpassingtheSarbanes-Oxley(SOX)Actin2002asanattemptbytheUSgovernmenttolegislate
a set of good practices for corporate governance (Ailon, 2011). The main purpose of the act is
strengtheningcorporateaccountabilitytoprotectinvestors.WiththeintroductionofSarbanes-Oxley,
goodcorporategovernanceandethicalbusinesspracticesbecamethelaw,forcingpubliccompanies
toenhance internal checksandbalances (Damianides,2005).Asopposed toSOX, thepractices
containedinmostnationalcorporategovernancecodesfollowthe“complyorexplain”-principle.
Theunderlyingideaofthisprinciple,traceableallthewaybacktothe1992UKCadburyreport,is
acorporategovernancedisclosureobligation(asopposedtoacomplianceobligation).Byrejecting
the“onesizefitsall”approach,itallowsfirmstopubliclyexplainthereasonsfornotcomplying
withacertaincorporategovernanceprinciple,acknowledgingthatdifferentcontexts/contingencies
mightrequiredifferentgovernanceapproaches.Thedisclosureshouldbemorethanjustastatement
ofcomplianceornon-compliance,asitshouldalsocontainareasonedexplanationforeachinstance
ofnon-compliance.Thisway,amarketsanctioninsteadofalegalsanctionisanticipatedinthecaseof
inappropriategovernance(MacNeil&Li,2006).The“complyorexplain”-principleultimatelymeans
thatthepracticesandguidelinescontainedinthesecorporategovernancecodesarenon-committal.

TheOECDintroducedtheir“principlesofcorporategovernance”forthefirsttimein1999,and
publishedupdatedversionsin2004and2015.ManyOECDandnon-OECDcountriesusedtheOECD
principlesasabasistobuildtheirownnationalcorporategovernancecodes.Somecountrieseven
havemultiplecorporategovernancecodes(e.g.aseparatecodeforlistedandnon-listedcompanies).
The2015‘G20-OECDprinciplesofcorporategovernance’documentcontainssixmainchapters,
ofwhichthefifthiscalled“Disclosure and transparency”.Themainunderlyingprincipleforthis
chapteris:“Thecorporategovernanceframeworkshouldensurethattimelyandaccuratedisclosureis
madeonallmaterialmattersregardingthecorporation,includingthefinancialsituation,performance,
ownership,andgovernanceofthecompany…”(OECD,2015,p.37).Thisprinciplehencedirectly
mentionstheneedfortransparencyaboutafirm’sgovernance.OECDrecognizesthatlawsareoften
only stipulating minimum disclosure requirements and that firms are therefore often voluntary
disclosingadditionalinformationinresponsetomarketdemand.Theprinciplestatesthatall“material
matters”shouldbedisclosed,whichcanbedefinedas“…informationthatareasonableinvestorwould
considerimportantinmakinganinvestmentorvotingdecision…”(OECD,2015,p.37).According
toOECD,thisenables‘market-basedmonitoring’ofcompanies.Thedisclosureshouldinclude,but
notbelimitedto,materialinformationon(OECD,2015,pp.38–42):

• Thefinancialandoperatingresultsofthecompany;
• Companyobjectivesandnon-financialinformation;
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• Majorshareownership,includingbeneficialowners,andvotingrights;
• Remunerationofmembersoftheboardandkeyexecutives;
• Informationaboutboardmembers,includingtheirqualifications,theselectionprocess,other

companydirectorshipsandwhethertheyareregardedasindependentbytheboard;
• Relatedpartytransactions;
• Foreseeableriskfactors;
• Issuesregardingemployeesandotherstakeholders;
• Governancestructuresandpolicies,includingthecontentofanycorporategovernancecodeor

policyandtheprocessbywhichitisimplemented.

Although directly mentioning the need for disclosure about “company objectives and non-
financialinformation”(OECD,2015,pp.38-39),theOECDprinciplesdonotspecificallymentionIT
(governance)-relatedinformationaspartofnon-financialinformation.Besidesdiscussingthecontents
ofdisclosure,the‘disclosureandtransparency’chapteralsoexplicitlymentionstheneedforefficient
disclosurechannels.Itisspecificallystatedthatthecompanywebsiteprovidesanexcellentwayto
disclosematerialcompanyinformation.Itshouldbenotedthattheothermainchaptersofthe‘G20/
OECDprinciplesofcorporategovernance’documentdonotcontainanyspecificdirectionsregarding
ITgovernance,whichalsoexplainswhythereisnospecificattentionforIT(governance)-related
disclosureinthe‘disclosureandtransparency’chapter.Nevertheless,itisthepremiseofthisstudy
thatincludingIT(governance)-relatedcontentincorporategovernancecodesandguidelineswill
assistorganizationaldecision-makersintheirattemptsatbeingtransparentabouttheirITgovernance.

2.2. IT Governance and IT Governance Transparency
ITgovernanceisanintegralpartofcorporategovernance(DeHaes&VanGrembergen,2015),
considering ITgovernanceexists in the realmofoverall corporategovernance (Weill&Ross,
2004). Van Grembergen & De Haes (2009, p. 3) define the concept as “…an integral part of
corporategovernanceandaddresses thedefinitionandimplementationofprocesses,structures
andrelationalmechanismsintheorganizationthatenablebothbusinessandITpeopletoexecute
theirresponsibilitiesinsupportofbusiness/ITalignmentandthecreationofbusinessvaluefrom
IT-enabledbusiness investments…”Over time, ITgovernancegainedmomentumdue tomore
companiesbecomingcriticallydependentonITfortheiroperationalandstrategicbusinessactivities
(DeHaes&VanGrembergen,2015;Nolan&McFarlan,2005).Theabove-mentioneddefinition
byVanGrembergen&DeHaes(op.cit.)clearlyindicatesthatITgovernanceisanintegralpart
ofcorporategovernance,requiringinvolvementoftheboard.Duetothisdirectlinkbetweenboth
concepts,manyoftheissuesthatarediscussedregardingcorporategovernancealsoapplytoIT
governance(Heart,Maoz,&Pliskin,2010;Mähring,2006;Raghupathi,2007).Drawingonthe
ideasofcorporategovernance, ITgovernancecanbe implementedusingstructures,processes,
andrelationalmechanisms(DeHaes&VanGrembergen,2009;Peterson,2004;Weill&Ross,
2004).IntheITgovernancebodyofknowledge,manydifferentmechanismsarereported,suchas
strategycommittees,steeringcommittees,aportfoliomanagementprocess,etc.(DeHaes&Van
Grembergen,2009;Huangetal.,2010;Prasadetal.,2012;Weill&Ross,2004).Animportantissue
incorporategovernanceliteratureistransparency(Augustine,2012;Millaretal.,2005;Morris
etal.,2011).However,theassociatedbutdistinctissueofITgovernancetransparency,whichis
aboutprovidingstakeholderswithinformationaboutthewaytheorganizationisgoverningitsIT
assets,hasreceivedlittleattentiontodateinacademicresearch(Joshietal.,2013).

Sincedisclosureaboutcorporategovernanceisessentialfororganizationsthatareseekingfor
investors,andITgovernanceisconsideredtobeanintegralpartofoverallcorporategovernance,IT
governancedisclosureshouldalsobeconsideredbyorganizations.Theimportanceoftransparency
aboutITgovernanceismentionedinliterature(Raghupathi,2007),butistothisdatevastlyunder-
researchedcomparedtodisclosureaboutoverallcorporategovernance(Joshietal.,2013).Indeed,
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ITgovernancetransparencyisaseparateissuefromcorporategovernancetransparencyingeneral
asitspecificallyaddressesthedisclosureonthegovernanceofIT.ITgovernancetransparencycan
bedefinedas“…theabilityoffirmstoprovideadequateandrelevantITgovernanceinformationin
atimelyandeffectivemannertotheirstakeholders,suchasinvestors,policymakers,andregulatory
bodies,sothattheycanassessmanagement’sbehaviorinusingIT…”(Joshietal.,2013,p.118).It
shouldbenotedthatITgovernancetransparencycanbeaboutinternaltransparency(e.g.bymakingIT
governancepracticesknownonthefirm’sintranet),aswellasexternaltransparency.Itisimportantto
stressthatthisresearchdealswithpublicvoluntarydisclosureaboutITgovernance(i.e.withthegoal
ofinformingexternalstakeholders).TheinternationalenterprisegovernanceandmanagementofIT
good-practiceframeworkCOBIT5alsoreferstotheimportanceofensuringstakeholdertransparency
inthecontextofITgovernance.Initsprocessreferencemodel,COBIT5describesthisprocess,
EDM05Ensurestakeholdertransparency,asrequiredto“…ensurethatenterpriseITperformance
andconformancemeasurementandreportingaretransparent,withstakeholdersapprovingthegoals
andmetricsandthenecessaryremedialactions…”(ISACA,2012,p.47).

AsIT–relatedinformationdisclosureisvoluntaryinnature,noteveryfirmwillengageinsuch
disclosurepractices.WepositthatvoluntaryinformationdisseminationonITtopicswillbelargely
influencedbytheITcapabilitiesoffirms,whichheavilyrelyonefficientITgovernance(Zhang,
Zhao,&Kumar,2016).Tothisend,theimportanceofITgovernancetransparency,orvoluntary
disclosure of IT governance-related information, can be explained using the resource-based
theory.Drawingfromthistheory,ITcanpositivelyinfluenceafirm’sperformancewhenthefirm
effectivelyusesITtosupportandenhanceitscorecompetencies(Ravichandran&Lertwongsatien,
2005).Morespecifically,thequalityofITbusinessexpertiseandtheextenttowhichthereare
positiverelationshipsbetweenbusinessandITmanagerssignificantlyandpositivelyinfluencethe
competitiveadvantageofthefirm(Bhatt&Grover,2005).AsITgovernanceisaboutensuringthat
ITsustainsandextendstheorganization’sstrategyandaboutaligningbusinessandIT(DeHaes
&VanGrembergen,2015;ITGovernanceInstitute(ITGI),2003),weexpectthatITgovernance
willincreasethecompetitiveadvantageofthefirm.Actually,weexpectthiscompetitiveadvantage
tobesustained.Mata,Fuerst,andBarney(1995)arguethat,fromaresource-basedperspective,
notITcapitalrequirements,proprietarytechnologyortechnicalITskills,butmanagerialITskills
willprovidesustainability.Sustainedcompetitiveadvantagecanbeachievedwhenaresourceor
capabilityis(1)valuable,(2)heterogeneouslydistributedacrosscompetingfirmsand(3)imperfectly
mobile(Mataetal.,1995).ManagerialITskillsmeetthesethreerequirementsandITgovernance
doesaswell.ITgovernanceisavaluablecapability,asitsultimategoalistoincreasebusinessvalue
fromITinvestments(DeHaes&VanGrembergen,2015).Itisheterogeneouslydistributed,asitis
notdevelopedtothesameextentineveryfirm(Weill,2004).Lastly,ITgovernanceisimperfectly
mobile,asimplementingITgovernancepracticesischallengingandrequirescarefuldesign(De
Haes&VanGrembergen,2015).

Hence, taking a resource-basedviewof the firm, ITgovernance is a capability that creates
sustainedcompetitiveadvantage.Weexpectthatinvestorswillreactpositivelytothepresenceofsuch
acapability.Indeed,Dehning,Richardson,andZmud(2003)examinedtheeffectsofannouncements
oftransformationalinformationtechnologyinvestments.Theyfoundthatorganizationsannouncing
investmentsinITprojectsthatsignificantlychangethewaytheseorganizationswork,reapthebenefits
intheformofapositive,abnormalincreaseofthemarketvalue.Theauthorspositedthatthetypeof
ITinvestmentisofsignificantimportance.WhereasmostITinvestmentsarerelatedtoshort-term
oruncertainprofits, investors look for a sustained increase in earnings.Therefore, they seek IT
investmentsthatgeneratestableandcontinuousgains.Similarly,asITgovernancemeetsthethree
criteriaofsustainedcompetitiveadvantage,itcanleadtosustainedprofitgeneration.Therefore,we
expectthatinvestorsrecognizethevalueofITgovernanceandwillreactpositivelywhenorganizations
reportontheimplementationofITgovernancepractices,throughthevoluntarilydisclosureofIT
governance-relatedinformation.
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2.3. IT Governance disclosure Framework
Joshietal.(2013)presentanITgovernancedisclosureframeworkbasedontheITgovernanceareasas
definedbytheITgovernanceinstitute(2003).Specifically,theirITgovernancedisclosureframework
contains39disclosureitemsdistributedoverthefollowingdomains:ITstrategicalignment,ITvalue
delivery,ITriskmanagement,andITperformancemeasurement.‘ITstrategicalignment’dealswith
thefact thatITinvestmentsneedtosupport thestrategicgoalsandobjectivesofanorganization
toenablethecreationofcurrentandfuturebusinessvalue.‘ITvaluedelivery’isconcernedwith
theoptimizationofIT-enabledvaluecreation,wherevalueisbroaderthanstrictlymonetary(e.g.
competitive advantage, higher employee productivity, etc.). ‘IT risk management’ is concerned
with theprotectionof IT-assetsand recovery fromIT-relateddisasters.Finally, ‘ITperformance
measurement’isrelatedtotheITbudgetandITinvestments.Itisspecificallyconcernedwiththe
expenditureonITresourcesanditsassociationtobusinessvalue.Forthisresearch,theITgovernance
disclosureframeworkwillserveasoperationalizationoftheITgovernancedisclosureconstruct.The
fulldisclosureframework,togetherwithadescriptionofeachitem(whichimprovesthecontentor
facevalidityofthecontaineditems),ispresentedinAppendixA.

2.4. Conceptual Model and operationalization
The underlying conceptual model for this research is presented in Figure 1. This representation
is based on Libby’s predictive validity framework (Libby, Bloomfield, & Nelson, 2002), which

Figure 1. Conceptual model and operationalization
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emphasizes the important role of careful conceptual specification of constructs in theory-based
empiricalresearch.Thedashedboxesrepresenttheconceptuallevel,whiletheboxesbelowrepresent
theoperationalizationoftheconceptsusedinthisresearch.TheconceptofITgovernancetransparency
willbeoperationalizedusing the ITgovernancedisclosure ratederived from the ITgovernance
transparencyframeworkbyJoshietal.(2013).Theconceptofcorporategovernancecodewillbe
operationalizedbymeansofBooleancategorization:eitherthecodecontains(non-committal)IT
(governance)-relatedguidanceor itdoesnot.This is toenable thecomparisonofITgovernance
disclosurebetween twogroupsof interest, in linewithourproposition.Thepurposeof the first
researchquestionistoenablethepurposiveselectionoftwogroupsofcompaniestoanswerthesecond
researchquestion,bydeterminingwhichcorporategovernancecodescontainIT(governance)-related
guidanceandtowhatextent.Thispurposiveselectionwillbeaimedatmaximalvariation:agroupof
firmssubjecttoacorporategovernancecodethatcontainsasignificantamountofIT(governance)-
relatedguidance,andagroupoffirmssubjecttoacorporategovernancecodethatcontainslittleto
noneIT(governance)-relatedguidance.Theseconsiderationswillbediscussedmorein-depthinthe
‘researchmethodology’-section.Whileexploringtheinfluenceofthecorporategovernancecodeon
ITgovernancetransparency,thisresearchcontrolsforfirmownershipstructureandfirmITstrategic
roleforinternalvalidityconsiderations.

3. ReSeARCH APPRoACH

Theresearchstartedwithaliteraturereviewtogroundthestudyandtodefinethemainconceptsused
intheresearchproject.Fortheempiricalresearchstage,thefollowedapproachforthefirstresearch
questionandthesecondresearchquestion(relatedwithitsproposition)arediscussedinturnover
thefollowingsections.

3.1. Analysis of Corporate Governance Codes for 
IT (Governance)-Related Guidance
The selection of national corporate governance codes is based on maximal variation purposive
sampling to improve theexternalvalidity (Suri,2013).Twodimensionswere specified toguide
thissamplingprocess:geographically(i.e.continent),andeconomically(i.e.incomegroups).For
thegeographicaldimension,thetraditional7-continentmodelwasemployed:Africa,Asia,Europe,
Australia,NorthAmerica,SouthAmerica,andAntarctica.Theeconomicdimensionisbasedonthe
incomeclassificationoftheWorldBank:low-income,lower-middle-income,upper-middle-income,
high-income,andhigh-incomeOECDmembers.CountriesarecategorizedbyGrossNationalIncome
(GNI)percapitaatnominalvalues,calculatedbytheWorldBankusingthe‘WorldBankAtlasmethod’.
TheGNIpercapitaisthedollarvalueofacountry’sfinalincomeinayear,dividedbyitspopulation.
Ithencereflectstheaverageincomeofacountry’scitizens.Forthisresearch,theclassificationof
2016wasused,whichisbasedontheGNIdataof2015.Tosimplifytheeconomicdimension,some
oftheWorldBank’scategoriesaremergedtoretainthreeincomecategories:low(consistingoflow-
incomeandlower-middle-income),middle(consistingofupper-middleincome),andhigh(consisting
ofhigh-incomeandhigh-incomeOECDmembers).Usingthesetwodimensions,amatrixiscreated
inwhicheachcellrepresentscountrieswithacertainincomecategoryandgeographicallylocatedin
acertaincontinent.Next,allcountriesweredistributedoverthecellsusingtheWorldBank’sdata1.
Usinganindexofallcorporategovernancecodesaroundtheworld2,anationalcorporategovernance
codewasselectedtopopulateasmanycellsaspossible.Whenacountryhadmultiplecorporate
governancecodes,themostrecentcodeforlistedcompaniesbaseduponwhichannualreportsare
availablewasselected.Anadditionalrequirementwasthatthecorporategovernancecodeshouldbe
availableinEnglish.Thefinalsampleofnationalcorporategovernancecodes(N=15)ispresented
inTable1.TheISO3166-1Alpha-2codesareaddedinparentheses.
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ToanalyzeeachcorporategovernancecodeforIT(governance)-relatedcontent,theITgovernance
transparency framework by Joshi et al. (2013) was used. If the IT (governance)-related content
of theITgovernance transparencyframeworkis includedasguidelines in thenationalcorporate
governancecode,firmscanbeexpectedtocomplywiththeseguidelinesordiscloseonthespecific
reasonsfornotcomplyingwithacertainpracticeorguideline.Otherwise,theremightbepotential
marketconsequencesforthesefirms(i.e.marketpunishmentintheformofloweredfirmvaluation)
(MacNeil & Li, 2006). The qualitative data analysis procedure that was used for analyzing the
corporategovernancecodesisconceptualcontentanalysis,alsoknownasthematicanalysis.This
enablestheanalysisoftheexistenceandfrequenciesofconceptsofinterestbasedonacodingframe
(Schreier,2012),andisthereforeverysuitableforourpurpose.UsingtheITgovernancetransparency
frameworkasacodingframe,abinaryclassificationapproachwasusedwhileanalyzingthenational
corporategovernancecodes;i.e.anitemisscored‘1’iftheitemispresentasaguidelineorpractice
inthecorporategovernancecode,andscored‘0’otherwise.Thecodecontentanalysiswascompleted
byasinglecoder.

3.2. The Influence of Corporate Governance Codes on IT Governance Transparency
Afteranalyzingaselectionof15nationalcorporategovernancecodeswithrespecttotheincluded
IT (governance)-related content, the extent to which the national corporate governance code
influencesthelevelofITgovernancedisclosureofafirmcannowbeexamined.Toimprovethe
internalvaliditywhile answering the second researchquestion, the researchwas scopeddown
tocontrolforpotentialcontingencyfactors.Specifically,wescopeddowntofinancialservices
organizations tocontrol for ITstrategic role, and to listedcompanies tocontrol forownership
structure.ForcontrollingITstrategicrole,wefollowSohal&Fitzpatrick(2002),whodiscern
between“hightierindustries”and“lowtierindustries”.Hightierindustriesarecharacterizedby
thefactthatITisthemostcrucialfactortoinfluencethecorebusinessofacompany.Examples
ofsuch industriesarebanking,communications,and insurance.On theotherhand, in lowtier
industriesITisgenerallyusedatanoperationallevelonly,toprovideautomatedsupportofbasic
tasks.Examplesofsuch industriesare transportation,construction,manufacturing,andnatural
resources. Because of differences in IT strategic role between industries, there might also be
differencesinITgovernancematurity(DeHaes&VanGrembergen,2015),whichcouldobscure
theeffectofthenationalcorporategovernancecode(ifany)onITgovernancetransparency.For
controllingownershipstructure,itwasdecidedtoonlyselectlistedcompanies,asthedisclosureof
non-financialinformationimprovesthevalueofafirm’sstock,duetoareductionofinformation
asymmetry(Healy&Palepu,2001).Hence,firmsthatarepubliclylistedcanbeexpectedtodisclose
moreontheirITgovernance,aspartofnon-financialdisclosureingeneral,comparedtofirmsthat
arenotpubliclylisted,astheyhavemoreincentivetodoso.Thefocusonlistedcompaniesmight
thereforeenablemoreinterestingresults.

Table 1. Final sample of national corporate governance codes by continent and income group (N=15)

Continent

Africa Asia Europe Australia North 
America

South 
America

Income
group

High Seychelles
(SC) Japan(JP) Belgium(BE) Australia

(AU)
United
States(US) -

Middle SouthAfrica
(ZA)

Lebanon
(LB)

Macedonia
(MK) Fiji(FJ) Mexico

(MX) Brazil(BR)

Low Ghana(GH) India(IN) Armenia
(AM) - - Guyana

(GY)
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Thesampleforthesecondresearchquestionisapurposivesampleoffirmsconformthe
scope.Specifically, twogroupsof ten firmsare selected.This smaller sample size isdue to
ourspecificfocustoimprovetheinternalvalidityoftheresearch.Thefirstgroupconsistsof
BelgianfinancialservicesfirmsthatarelistedonEuronextBrussels,whilethesecondgroup
consistsofSouthAfricanfinancialservicesfirmsthatarelistedontheJohannesburgSecurities
Exchange(JSE).Theselectionofthesegroupsisinlinewiththespecifiedresearchquestionand
proposition,andisresultingfromourresultsregardingthefirstresearchquestion(i.e.theSouth
AfricancorporategovernancecodeKingIII3containsasignificantamountofIT(governance)-
relatedguidancewhiletheBelgiancorporategovernancecode2009doesnot).Thefinalsample
(N=20)ispresentedinTable2.

ForeachfirminthesampletheEnglishannualreportof2014wasobtainedandanalyzed,
asthesewerethemostrecentavailableatthetime.Theannualreportisapublicdisclosure
documentthatisavailableforallfirms.Additionally,Joshietal.(2013)foundthattheannual
reportseemstobethepreferredmediumforsharinginformationregardingITgovernance.The
analysisoftheannualreportsof2014forallfirmsimpliesacross-sectionalanalysis.Similarly
totheprecedingstepofanalyzingthecorporategovernancecodesforIT(governance)-related
content,thequalitativedataanalysisprocedurethatwasusedisconceptualcontentanalysis(or
thematicanalysis).Thisenablestheanalysisoftheexistenceandfrequenciesofconceptsof
interestbasedonacodingframe(Schreier,2012),andisthereforeverysuitableforanswering
thesecondresearchquestion.Appliedtothisresearch,ITgovernancedisclosureitemswill
beidentifiedintheannualreports,usingtheITgovernancedisclosureframeworkasacoding
frame. Each annual report is manually analyzed by a single coder, applying dichotomous
codingforeachdisclosureitemintheframework(i.e.ascoreof‘1’iftheitemispresentin
theannual reportandascoreof ‘0’otherwise). Joshietal. (2013)provideadefinitionfor
eachdisclosureitemthatwasincludedinthedisclosureframework(seeAppendixA),hence
improvingthecontentorfacevalidityoftheitemsandassuchsupportingtheobjectivityof
the coding process. For each category of the IT governance disclosure framework, an ‘IT
governancedisclosurerate’canthenbecalculatedas:
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Table 2. Sample of Belgian and South African firms (N=20)

Belgian Group South African Group

Ageas ABSABankLimited

Ascencio AlexanderForbesGroupHoldings

Befimmo ClienteleLimited

Dexia DiscoveryHoldingsLimited

GBL GrindrodBank

IepInvest LibertyHoldingsLimited

KBC MMIHoldingsLimited

NationaleBankvanBelgië Sanlam

Sofina Santam

Solvac SasfinBank
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4. ReSULTS

4.1. Analysis of Corporate Governance Codes for 
IT (Governance)-Related Guidance
Table3presentstheitem-levelanalysisofthe15corporategovernancecodesforIT(governance)-
relatedcontent.Afirstgeneralobservationisthat,asidefromtheSouthAfricancode,thecorporate
governancecodesscoreverylowoverallwhenitcomestoincludingIT(governance)-relatedpractices
orguidelines.Areasonableexplanationforthisobservationisthatmanynationalcorporategovernance
codesarebasedontheOECDprinciplesofcorporategovernance(OECD,2015).Specifically,for
our sample,8outof15nationalcorporategovernancecodesexplicitly statebeingbasedon the
OECDprinciples.Theremaining7corporategovernancecodesshowalotofsimilaritieswiththe
OECDprinciples,buttheydon’texplicitlyrefertoOECD.Aspreviouslydiscussed,theG20/OECD
principlesdonotincludespecificdirectivesregardingITgovernanceorITgovernancedisclosure,
asidefromusingthecompanywebsiteasadisclosurechannelformaterialcompanyinformation.

TheSouthAfricancorporategovernancecode,KingIII,containsasignificantamountofIT
(governance)-relatedguidance.KingIIIcameintoeffectforSouthAfricanentitiesstartingfrom1
March2010andisapplicabletoallentities(i.e.regardlessoftheirsizeandwhetherornottheyare
listed).KingIIIcontainsaspecificITgovernancechapterconsistingofsevenITgovernanceprinciples
andsomeadditionalandmoredetailedrecommendedpracticesforeachoftheseprinciples(Institute
ofDirectorsinSouthernAfrica,2009).WhenapplyingtheITgovernancedisclosureframework,8out
of11ofthe‘ITstrategicalignment’items,4outof13‘ITvaluedelivery’items,and5outof7‘IT
riskmanagement’itemscanbeidentifiedintheSouthAfricancorporategovernancecode.Likeall
theothersampledcorporategovernancecodes,KingIIIdoesnotcontainanyguidelinesregardingthe
‘ITperformancemeasurement’category.Thiscanbeexplainedbythefactthattheitemsbelonging
tothisfinancialcategorydonotreallybelonginacorporategovernancecode.Rather,guidelines

Table 3. Item-level analysis of corporate governance codes for IT (governance)-related guidance
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concerningtheseitemsbelonginfinancialreportingstandards.Indeed,hardwarefallsunderIAS16
regulationandsoftwareisputunderintangibleassetsbyIAS38regulation.

Aninterestingobservationattheitem-levelisthat‘UseofITforregulationandcompliance’,
belongingtothe‘ITriskmanagement’categoryisfoundin11outof15oftheselectedcorporate
governancecodes.Again,areasonableexplanationcanbefoundinthecontentsoftheG20/OECD
principles on corporate governance. As part of its ‘disclosure and transparency’ chapter, it is
specificallystatedthatthecompanywebsiteprovidesanexcellentwaytodisclosematerialcompany
information(OECD,2015).ThisisindeedawayofusingITforregulationandcompliance.Finally,
theitem‘ITispartofauditcommittee’,belongingtothe‘ITstrategicalignment’category,isalso
foundintheMacedoniancorporategovernancecode.Thesearetheonlytwodisclosureitemsthat
werefoundinothercorporategovernancecodesbesidesKingIII.

Interestingly,severalchangeshavebeenmadetotheITgovernancecontentwhiletransitioning
fromKingIIItoKingIVinitscurrentform.KingIVisnowreferringto“technologyandinformation
governance”, therebyrecognizing informationseparatefromtechnologyasacorporateassetand
confirmingtheneedforgovernancestructurestoprotectandenhancethisasset.Theoverarching
principleregardingtechnologyandinformationgovernanceinKingIVisthat“The governing body 
should govern technology and information in a way that supports the organization in defining core 
purpose and to set and achieve strategic objectives.”

WeconcludethissectionbypointingoutthattheoverlapofITgovernanceresearchandKing
IIIresearchisscarce.First,Butler&Butler(2010)presentaliteraturestudywheretheymaptheIT
governancecontentofKingIIItokeyfocusareasofITgovernanceasdefinedbyleadingauthorsin
theITgovernancebodyofknowledge.TheyconcludethattheKingIIIITgovernancecontentmaps
verywelltothesefocusareas,indicatingthatwhenfirmsareapplyingtheITgovernanceprinciplesas
containedinKingIII,theyareapplyingITgovernancepracticesthatareconformtheITgovernance
state-of-the-art.Additionally,theauthorsproposesomeITgovernancestructures/managementroles
toaddresstheKingIIIITgovernancecontent.Second,Goosen&Rudman(2013)developguidance
foreffectivelyandefficientlyaddressingKingIII’sITgovernanceprinciplesandpractices.These
authorsstartfromtheKingIIIpracticethatseniormanagementhastheresponsibilitytoimplement
theITgovernanceframework,whileacknowledgingthattheyoftenlackthenecessarycapabilities
todosoeffectively.Theresearchpresentedinthefollowingsection(i.e.toinvestigatetheinfluence
oftheIT(governance)-relatedcontentoftheKingIIIcodeonSouthAfricanfirm’sITgovernance
transparencyasopposedtofirmsthataresubjecttoacorporategovernancecodethatdoesnotcontain
asignificantamountofIT(governance)-relatedguidance)isthereforeauniquecontributiontothis
overlappingresearcharea.

4.2. The Influence of Corporate Governance Codes on IT Governance Transparency
Inordertoprovideananswertothesecondresearchquestion(andthepropositionthatwasderived
fromthisresearchquestion),ananalysiswasperformedbetweenfinancialservicesorganizations
thatarelistedonEuronextBrussels(andthereforesubjecttotheBelgiancorporategovernancecode
2009–acorporategovernancecodethatcontainsalmostnoIT(governance)-relatedguidance),and
financialservicesorganizationsthatarelistedontheJohannesburgSecuritiesExchange(andtherefore
subjecttotheSouthAfricancodeKingIII–acorporategovernancecodethatcontainsasignificant
amountofIT(governance)-relatedguidance).Theresultsofthisanalysisarefirstoverviewedatthe
levelofthedisclosurecategoriesinTable4.Thegroupwiththehighestaveragedisclosureratefor
eachdisclosurecategoryisbold-faced.

ThisfirstglobaloverviewofITgovernancetransparencybetweenbothgroupsshowsthatthe
listedSouthAfricanfinancialservicesorganizationsseemtobemoreconcernedwithdisclosing
on their ITgovernance than the listedBelgianfinancialservicesorganizations.Thisobservation
holdsforalldisclosurecategoriesoftheITgovernancetransparencyframework.Thisresultcould
beexpected,asKingIIIcontainsasignificantamountof(non-committal)IT(governance)-related
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guidancewhiletheBelgiancorporategovernancecodedoesnot.Morespecifically,thekeyconcepts
oftheIT(governance)-relatedguidanceincorporatedinKingIIIarehighlycorrelatedwiththefiveIT
governancefocusareasuponwhichtheITgovernancedisclosureframeworkwasbased.Weconclude
thatourempiricalresearchpointsatsomeevidenceforthejustificationofthepropositionthatwas
derivedfromthesecondresearchquestion.Table5alsogloballyindicatesthattherearepotential
opportunitiesforthefirmsinoursampletoimproveontheirITgovernancetransparency.Whilethis
istrueforbothgroups,itisespeciallytruefortheBelgianfirms.

Next,we investigate the ITgovernancedisclosureat item-level,whichenablessomedeeper
discussion.TheseresultsaredisplayedinTable5.

Thegroupwiththehighestdisclosurerateforeachitemisbold-faced(bothgroupsinthecase
ofadraw).Inlinewiththepreviousdiscussionabouttheresultsperdisclosurecategory,theSouth
Africancompaniesshowhigherreportingratesonalmostalloftheindividualitems.

4.2.1. IT Strategic Alignment
Withanaverageof16.5%overthewholesample(N=20),‘strategicalignment’istheleastreported
uponamongthefourdisclosurecategoriesoftheITgovernancetransparencyframework.Thisis
asurprisingresultfortworeasons.First,ITgovernanceistheresponsibilityoftheboard(DeHaes
&VanGrembergen,2015)andthemajorityoftheitemsintheITstrategicalignmentcategoryare
specificallysituatedattheboardlevel(e.g.‘ITexpertontheboard’,‘ITexpertwithexperienceon
theboard’,‘CIOorequivalentisontheboard’,‘ITcommittee’etc.).Second,ITstrategicalignmentis
thecategorythatisrepresentedmostexhaustivelyinKingIII,with8outof11categoryitemsbeing
includedintheSouthAfricancorporategovernancecode.Hence,wewouldexpecttofrequentlyfind
theseitemsinSouthAfricanannualreports.

However,strategicalignmentisoftenperceivedasaverycomplexchallenge,tothepointwhere
decisionmakersareunsureabouthowtoapproachthealignmentchallenge(Preston&Karahanna,
2009).Furthermore,whileacademicliteratureindicatesthatahighdegreeofboardinvolvementinIT
governance,andITexperienceattheboard,hasapositiveeffectonorganizationalperformance(Bart
&Turel,2010;Nolan&McFarlan,2005;Turel&Bart,2014),Nolan&McFarlan(2005)statethat
boardsareoftennotawareoftheimportanceofITwhenitcomestosupportingcorporateobjectives
andtheneedforalignmentbetweentheoverallcorporatestrategyandtheITstrategy.Additionally,
theboardisoftenincapabletoaskITmanagement“therightquestions”duetoalackofexpertise,
leadingtotheinabilitytoeffectivelymonitorthemanagementofIT(Bart&Turel,2010).Itshould
alsobenotedthatputtingtheCIO(orequivalent)ontheboard,puttinganITexpertattheboard,or
puttinganITcommitteeinplaceattheleveloftheboard,canhelpinsolvingtheseissues(DeHaes
&VanGrembergen,2009).Thisseemstobeanopportunityfortheorganizationsinthesample,as
forinstanceonlyoneSouthAfricanfirmexplicitlyreportshavingaCIOorequivalentontheboard,
andonlythreeSouthAfricanfirmsreportonhavingaboard-levelITcommittee.NoneoftheBelgian

Table 4. Reporting rate per disclosure category

Belgian Companies 
(N=10)

South African Companies 
(N=10) Full Sample (N=20)

ITstrategicalignment 8% 25% 16.5%

ITvaluedelivery 6% 38% 22%

ITriskmanagement 21% 33% 27%

ITperformance
measurement 16% 29% 22.5%

Average 12.75% 31.25% 22%
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continued on following page

Table 5. Item-level reporting rates

IT Strategic Alignment Items BE (N=10) SA (N=10)

ITexpertontheboard 1/10 2/10

ITexpertwithexperienceontheboard 0 2/10

ACIOoranequivalentpositioninthefirm 3/10 5/10

ITcommittee 0 3/10

ITriskispartofauditcommitteeorriskcommittee 3/10 6/10

ITispartofauditcommittee 1/10 4/10

ITsteeringcommittee 0 3/10

ITplanningcommittee 0 0

Technologycommittee 0 1/10

ITcommitteeatanexecutivelevel 1/10 1/10

CIOorequivalentisontheboard 0 1/10

Reporting rate (average) 8% 25%

IT value delivery items BE (N=10) SA (N=10)

ITgovernanceframework/standard:ITIL/COBIT/ISOetc. 0 9/10

ITasanissueintheboardmeeting 0 6/10

Suggestion/decision/advisebytheboardonIT 0 1/10

Specialreport/sectiononIT/ITprojectsinannualreport 1/10 8/10

ITmentionedasastrategicbusinessissue 3/10 7/10

ITprojectedasstrength 0 3/10

ITprojectedasopportunity 0 2/10

Projectupdatesorcomments 2/10 3/10

ITisexplicitlymentionedforachievingspecificbusinessobjectives 1/10 3/10

Comments/updatesonITperformance 1/10 2/10

ITtraining 0 4/10

GreenIT 1/10 0

DirectionandstatusaboutIToutsourcingandin-sourcing 0 1/10

Reporting rate (average) 6% 38%

IT risk management items BE (N=10) SA (N=10)

ITisreferredundertheoperationalrisk 6/10 5/10

SpecialITriskmanagementprogram 3/10 2/10

UseofITforregulationandcompliance 0 5/10

IT/electronicdataprocessing(EDP)audit 0 2/10

Informationandsecuritypolicy/plan(ITsecurity) 2/10 5/10

TheroleofITinaccountingandthereportingstandards(IAS) 2/10 2/10

Operationscontinuityplan 2/10 2/10

Reporting rate (average) 21% 33%
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firmsreportonthesetwoitems.Thepreviousdiscussionisentirelyinlinewithprinciple5.1ofKing
III,i.e.“the board should be responsible for IT governance”,clearlypointingattheneedforboard
involvementinITgovernance.Theissueofstrategicalignmentisarticulatedinprinciple5.2ofKing
III,i.e.“IT should be aligned with the performance and sustainability objectives of the company”.

As increasing the involvementof theboardofdirectors in ITgovernance appears tobe a
challenge,SouthAfricancompaniesmightneedmoretimetoimplementandreportonthiselement
oftheinKingIIIsuggestedguidance.Indeed,theannualreportsof2014wereexamined,while
KingIIIwasintroducedin2009.Thus,thisstudyindicateshowmuchoftheKingIIIguidance
wasimplementedbytheseorganizationsoverafive-yearspan.Inthisregard,astudybyCoertze
andvonSolms(2013)analyzingboardlevelITgovernancepreandpostKingIIIshowspromising
results.TheyfoundthatthelevelofboardmemberITexperience,board-levelCIOpresenceand
thepresenceboard-levelIToversightcommitteesallincreasedaftertheintroductionofKingIII,
respectivelywith20%,5%and40%.

WhentheCIO(orequivalent)isnotontheboard,thefirmcanstillhavesuchaposition.Practice
5.3.3ofKingIIIstatesthat“the CEO should appoint a CIO responsible for the management of IT”.
Remarkably,onlyhalfofthefirmsintheSouthAfricansamplereportontheexistenceofaCIO
position(orequivalent)atthefirm.TheimportanceofaCIOpositionhasalsobeenthesubjectof
academicresearch.Chatterjee,Richardson,&Zmud(2001)foundthatinvestorstendtorewardthe
announcementofanewCIOpositioninorganizationsthatareoperatinginanindustrythatissubject
toIT-enabledtransformation(likefinancialservices).TheCIOappointmentenablesconfidencein
thecapabilityofthefirmtoeffectivelymanageitsITassets.Whileitisnotexplicitlyarticulatedin
KingIIIthattheCIOshouldbeontheboard,KingIII’srecommendedpractice5.3.4statesthat“…
theCIOshouldbeasuitablyqualifiedandexperiencedpersonwhoshouldhaveaccessandinteract
regularlyonstrategicITmatterswiththeboardand/orappropriateboardcommitteeandexecutive
management”.Indeed,DiscoveryHoldingsLimiteddeclaresthat“theBoardhasappointedaGroup
ChiefInformationOfficerwhomtheybelieveissuitable,qualified,andexperiencedandwhoreportsto
theBoardonallIT-relatedmatters…”VariousCIOarrangementscanbefoundintheselectedannual
reports.WhileDiscoveryHoldingsLimited’sboardappointedtheCIOandincludedhimasaboard
member,atLibertyHoldingsLimitedtheCIOwasselectedbytheCEOandMMIHoldingsLimited
appointedaChiefTechnologyOfficer(CTO)whoreportstotheChiefOperatingOfficer(COO).

Strategicalignmentitems‘ITriskispartofauditcommitteeorriskcommittee’and‘ITispart
ofauditcommittee’canbelinkedtoKingIII’sprinciple5.7“Ariskcommitteeandauditcommittee
shouldassisttheboardincarryingoutitsITresponsibilities.”Thismightexplainwhytheseitems
are reporteduponmore frequentlyby theSouthAfricanfirms in thesample.AtMMIHoldings

Table 5. Continued

IT performance measurement items BE (N=10) SA (N=10)

ExplicitinformationonITexpenditure 0 4/10

ITbudget 0 0

IThardwarecost 4/10 4/10

ITsoftwarecost 6/10 7/10

ExplicitITmanpowercostismentioned 0 0

ITexpensesarementionedunderadministrativecost 0 1/10

ITrelatedassetsarementionedunderintangibleassets 3/10 7/10

DirectcostonITismentionedincurrencyorpercentage 0 0

Reporting rate (average) 16% 29%
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Limitedforexample,ITgovernanceissuesarehandledbytheRiskandComplianceCommittee,
while theAuditCommitteedealswith financial reporting risks, IFC,and fraudand information
technologyrisksastheserelatetofinancialreporting.Theitem‘ITriskispartofauditcommitteeor
riskcommittee’is,togetherwiththepresenceoftheCIOorequivalentposition,themostreported
itemforBelgianfirmsaswell.AnexplanationcanbefoundintheBelgiancorporategovernance
code,whichitidentifies“monitoringofthefinancialreportingprocess”(inwhichITiscrucial)and
“monitoringoftheeffectivenessofsystemsforriskmanagement”astasksoftheauditcommittee
(CommissieCorporateGovernance,2009),whichbothclearlyrelatetoIT.Strategicalignmentitem
‘ITsteeringcommittee’isaddressedinrecommendedpractice5.3.2ofKingIII:“Theboardmay
appointanITsteeringcommitteeorsimilarfunctiontoassistwithitsgovernanceofIT.”Only3out
of10SouthAfricanfirmsreportonhavingsuchanITsteeringcommittee(asopposedto0Belgian
firms),whichmightbeduetotheverycarefulformulationofthisrecommendedpractice(i.e.‘may’
insteadof‘should’).

4.2.2. IT Value Delivery
FortheITvaluedeliverycategory,thedifferenceoftheaveragereportingratebetweenBelgianand
SouthAfricanfirmsislargest.FortheBelgianfirms,itisthecategorywhichiswith6%leastreported
upon,whilefortheSouthAfricanfirmsitisthecategorywhichiswith38%mostfrequentlyreported
upon.WhenitcomestoITvaluedeliveryingeneral,KingIII’srecommendedpractice5.4.1explicitly
statesthat“…theboardshouldoverseethevaluedeliveryofITandmonitorthereturnoninvestment
fromsignificantITprojects…,”whichprovidesanexplanationforthedifferenceinITvaluedelivery
disclosureratebetweenthetwocountries.Academicresearchhasalreadyidentifiedtheimportance
ofdisclosingaboutITinvestments.InvestorstendtorewarddisclosureaboutITinvestmentswhen
theyexpectthattheseinvestmentswillhaveapositiveeffectoncurrentandfuturebusinessvalue
(Dehning,Richardson,&Zmud,2003;Im,Dow,&Grover,2001).

Yet,theoverallreportingrateoftheITvaluedeliveryisratherlow,certainlyforBelgianfirms.
A possible explanation could be the protection by organizations of their competitive advantage.
Thatis,asexplainedintheprevioussection,ITgovernancecanbeseenasacapabilityleadingto
sustainedcompetitiveadvantage.However,thissustainedcompetitiveadvantageisbasedonthree
characteristics:ITgovernanceis(1)valuable,(2)heterogeneouslydistributedacrosscompetingfirms
and(3)imperfectlymobile.OntheonehandallITvaluedeliveryitemsrelatetothefirstcharacteristic,
explaininghowITisusedtodeliverbusinessvalueandhowthisvaluedeliveryisoptimized.Onthe
otherhand,reportingonthoseitemsmightreversethesecondcharacteristic.Hence,organizations
mightbereluctanttoreportonITvaluedeliveryastheyfearcompetitorsmightcopytheirvalue
deliverypracticesandbydoingsoweakeningtheircompetitiveadvantage.

ThereareafewitemsintheITvaluedeliverycategorythatareverydominantinestablishingthe
differenceinaveragedisclosureratebetweentheBelgianandSouthAfricanfirms,whichallseem
toberelatedtoKingIIIprinciples.First,‘ITgovernanceframework/standard’isreporteduponby
9outof10SouthAfricanfirmsasopposedto0Belgianfirms.Thiscanpotentiallybeattributedto
KingIII’sprinciple5.3,whichspecificallymentionsthatanITgovernanceframeworkshouldbe
implementedbymanagement.Mostfirmssimplyreportontheexistenceandgoalofsuchaframework,
likeAlexanderForbesGroupHoldings,thatreports“…theITgovernanceframeworksupportseffective
andefficientmanagementanddecisionmakingaroundtheutilisationofITresourcestofacilitatethe
achievementoftheGroup’sobjectivesandthemanagementofIT-relatedrisk.”DiscoveryHoldings
LimitedexplainsintodetailwhatiscoveredintheirITgovernanceframework.Thisexplanationis
showninFigure2.Second,‘ITasanissueintheboardmeetings’isreporteduponby6outof10South
Africanfirmsasopposedto0Belgianfirms.Oncemore,thiscanbelinkedtoKingIII’sprinciple5.1
ingeneral,andrecommendedpractice5.1.1inspecific:“Theboardshouldassumetheresponsibility
forthegovernanceofITandplaceitontheboardagenda.”ClientèleLimitedliterallymentionthat
“…theBoardandGroupAuditCommitteehaveformallyacceptedtheoverallresponsibilityforIT
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andithasbeenformallyassignedtotheBoard.ITgovernanceisanitemontheBoardagenda.”Third,
theitem‘specialreport/sectiononIT/ITprojectsinannualreport’wasfoundin8outof10South
Africanfirmsasopposedto1outof10Belgianfirms.AsKingIIIcontainsachapterdedicatedto
ITgovernance,addressingseveralprinciplesandrecommendedpractices,itmakessenseforfirmsto
clustertheseissuesintheirannualreports.Aspreviouslydiscussed,theBelgiancorporategovernance
code2009doesnotcontainsuchaspecificIT(governance)-relatedchapterorsection.Itistherefore
ourbeliefthatincludingaspecificsectiononIT-relatedmattersintheannualreportenablesfirms
tothinkaboutwaystodiscloseontheirITgovernanceandITmanagementarrangements,thereby
increasingtheiroverallITgovernancetransparency.Indeed,SouthAfricanfirmsappeartobeguided
inthisdirectionbecauseofthecontentsofKingIII.

Theitem‘ITmentionedasastrategicbusinessissue’isreportedby7outof10SouthAfrican
firms.Initsintroduction,KingIIIspecificallystatesthat“…notonlyisITanoperationalenablerfora
company,itisanimportantstrategicassettocreateopportunitiesandgaincompetitiveadvantage…”
Thisstatement,andthefactthatIThassuchaprominentroleinthecorporategovernancecode,might
triggerSouthAfricancompaniestoreportonITasastrategicbusinessissue.WhilethisistheIT
valuedeliveryitemthatBelgianfirmsreportmoston,itisincludedinonly3outof10Belgianannual
reports.GrindrodBankstatesthat“ITisconsideredfundamentaltothesupportandsustainability
ofGrindrod’sbusinessoperations–bothasanoperationalenablerandastrategicassetthatcanbe
leveragedtocreateopportunitiesandmitigaterisks”.Nevertheless,inarecentITGIsurvey(2011),
94%oftherespondentsexplicitlystatedthatITisimportanttoachievestrategicbusinessgoals.Itis
thereforesurprisingthattherelateditem‘ITisexplicitlymentionedforachievingspecificbusiness
objectives’isonlyreportedin4outof20annualreports.KBCforexamplereportsonthecreationofa
newonlineapplicationtogetclosertotheircustomers.AmorespecificexampleisgivenbyAlexander
ForbesGroupHoldings,theymention“…twonewsystemscameonlinetosupportthecollection,
reportingandevidencingofmanagement information related to treatingcustomers fairly (TCF).
TheseallowustoproduceTCF-enabledmanagementreportsthatwillassistustomanage,report
andevidenceourTCFprogress.”GivingconcreteexamplesofhowafirmisusingITforachieving
specificbusinessgoalscanthereforebeseenasanopportunityforfirmstoincludeintheirannual
reports.Theitem‘GreenIT’ismentionedinonlyoneoftheannualreports.Thisissurprising,as
corporatesocialresponsibilityandsustainabilitybecamehottopics.In2011,20%oftherespondents
inanITGIsurveyindicatedthattheirfirmswereplanningforgreenITinitiatives(ITGovernance
Institute(ITGI),2011).Fujitsuindicatedthat“…emissionsfromITareprojectedtoincreasefrom3%

Figure 2. IT governance framework (Discovery Holdings Limited annual report, 2014)



Journal of Global Information Management
Volume 27 • Issue 4 • October-December 2019

107

oftotalglobalemissionsin2009toawhopping6%by2020…”(Fujitsu,2010).Sustainabilityisalso
animportantpartofKingIII,seenasKingIIIrequiresfirmstodiscloseontheirCSRperformanceas
wellasensuretheindependentassuranceofCSR-relateddisclosure(Ackers,2015).However,itseems
thatfirmsarereportingonothersustainabilityaspectsratherthanIT-relatedsustainability.Indeed,
IT-relatedsustainabilityisnotexplicitlymentionedintheKingIIIreport.Additionally,academic
researchdidnotfindasignificantcorrelationbetweenCSRreportingandsharepricesintheSouth
Africancontext(Marcia,Callaghan,&Maroun,2015),possiblyindicatingthatfirmsmightnotsee
valueinCSRreporting.Finally,only1outof20firmsreporton‘IToutsourcingandinsourcing’.
Nevertheless,73%ofrespondentsofanITGIsurveyindicatedthatsomeITactivitieswerefully
outsourcedintheircompanies,20%ofrespondentspartiallyoutsourcedsomeITactivitiesandonly
5%ofrespondentsdidnotoutsourceanythingIT-related(ITGovernanceInstitute(ITGI),2011).A
possibleexplanationforthelowreportingrateregardingIToutsourcingcouldbethatorganizations
areoftenrathercarefulorevensuspiciouswhenitcomestotheoutsourcingoftheirITactivities
(Derksen,2013).Iftheorganizationsalsosuspectsuchsuspicionamong(potential)investors,itmakes
sensefromtheirpointofviewtonotexplicitlyreportonthisitem.

4.2.3. IT Risk Management
TheITriskmanagementcategoryiswith21%themostfrequentlyreporteduponcategoryforthe
Belgianfirmsinthesample,whilestilltrailingbehindtheSouthAfricanfirmsinaveragedisclosure
rate.FortheSouthAfricanfirms,ITriskmanagementiswith33%thesecondmostreporteduponof
thefourdisclosurecategories.ThefocusonITriskmanagementbyBelgianfirmscouldbeinduced
bytheBelgiancorporategovernancecode.Accordingtothecode,afirm’scorporategovernance
chartershouldinclude“…adescriptionofthemainfeaturesofthecompany’sinternalcontrolandrisk
managementsystems…”AsorganizationshighlydependonIT(DeHaes&VanGrembergen,2015),
whichisparticularlytrueforthefinancialservicessector(Sohal&Fitzpatrick,2002),IT-relatedrisks
constituteanimportantconcern.Indeed,KBCstatesinitsannualreportthat“…weconsidercyber
risk,includinghacking,tobeoneofthemostimportantrisks.Inaworldthatisbecomingincreasingly
digital,cyberattacksareaconstantthreat,withpossiblyimportantfinancialandreputationaldamage.”
Evidently,theimportanceofIT-relatedrisksalsoappliestoSouthAfricanfirms.Anotherexplanation
for thehigh reporting rateson riskmanagement is the importanceof IT riskmanagement in IT
governanceimplementation.Thatis,theglobalstatusreportonthegovernanceofenterpriseITof
theITGovernanceInstitute(ITGI)(2011)showsthattheimprovementofIT-relatedriskmanagement
isthemostcommonlyexperiencedoutcomeofimplementingITgovernancepractices.KingIIIalso
containsspecificprinciplesandrecommendedpracticesforITriskmanagementandITsecurity.
Principle5.5is‘ITshouldformanintegralpartofthecompany’sriskmanagement’.Additionally,
KingIII’srecommendedpractice5.7.2statesthat“Theriskcommitteeshouldobtainappropriate
assurancethatcontrolsareinplaceandeffectiveinaddressingITrisks…”Itisthereforesomewhat
surprisingthatITriskmanagementitem‘specialITriskmanagementprogram’isonlymentioned
in2outof10annualreportsofSouthAfricanfinancialservicesorganizations.SouthAfricanfirms
reportconsiderablymoreon‘useofITforregulationandcompliance’,whichissomewhatrelatedto
KingIII’srecommendedpractice5.5.2:“…theboardshouldensurethatthecompanycomplieswith
ITlawsandthatITrelatedrules,codesandstandardsareconsidered…”SouthAfricanfirmsalso
appeartobemoreconcernedwithreportingonITsecuritycomparedtoBelgianfirms.KingIII’s
recommendedpracticesbelongingtoprinciple5.6areespeciallyrelatedtothisdisclosureitem:5.6.1
“…theboardshouldensurethattherearesystemsinplaceforthemanagementofinformationwhich
should include informationsecurity, informationmanagementand informationprivacy…;”5.6.2
“….theboardshouldensurethatallpersonalinformationistreatedbythecompanyasanimportant
businessassetandisidentified…;”5.6.3“…theboardshouldensurethataninformationsecurity
managementsystemisdevelopedandimplemented…;”and5.6.4“…theboardshouldapprovethe
informationsecuritystrategyanddelegateandempowermanagementtoimplementthestrategy…”
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DespitetheseITsecurity-relatedrecommendedpracticesinKingIII,wefindonlyhalfoftheSouth
AfricanfirmsinthesampletobereportingonthisITsecurityitem.Thisisespeciallynoteworthyas
wearedealingstrictlywithfinancialservicesorganizations,asectorwhichisknowntobedealing
withsubstantialamountsofconfidentialdata,makingITsecurityanecessity.Academicresearch
alsoindicatestheneedforITsecurity.Forinstance,Campbell,Gordon,Loeb,&Zhou(2003)found
thatasecuritybreach,leadingtounauthorizedaccesstoconfidentialdatahasanegativeimpactof
about5%onthevalueofafirm’sstock.Gordon,Loeb,&Sohail(2010)foundapositivecorrelation
betweenthevoluntarydisclosureaboutinformationsecurityandthemarketvalueofacompany.
Indeed,somefirmsreportontheirsecuritymeasuresratherindetail.AlexanderForbesGroupHoldings
states:“…ourProtectionofPersonalInformation(POPI)governancestructureisfullyfunctioning.
Wehaveperformedahigh-levelriskassessmentandareintheprocessofgatheringdatatoperform
amoredetailedanalysisacrossthegroup.Thiswillinformthedraftingandimplementationofmore
detailedplans.Inthemeantime,wehavebeguntoimplementimmediateactionsinordertocomply
withPOPIintime.Theseincludeeducationandawareness,acleandeskpolicy,encryption,legal
opinions,procurementobjectives,buildingsecurityactions,mobiledevicemanagementandrevised
customer and third-party documentation.” Clientele Limited keeps it short, but accentuates the
responsibilityoftheboard,reportingthat“…theboardensuresthattheinformationandintellectual
propertycontainedintheinformationsystemsareprotected…”TheBelgianfirmsshowaremarkably
highreportingrateforreferringtoITundertheoperationalrisk.TheNationalBankofBelgiumfor
examplestatesthatITsecurityisoneofthefiveworkgroupscreatedtostructureoperationalrisk
management.ThishighreportingrateisprobablyaneffectofthehighdependenceonITintoday’s
digitalworld(DeHaes&VanGrembergen,2015).

EventhoughresearchindicatesthatITriskmanagementisclearlyaninvestorconcern,theITrisk
managementreportingrateisratherlow.Yet,asubstantialpartoftheannualreportsinthesample
isattributedtoriskmanagement.ApossibleexplanationisthefactthatITriskmanagementisnot
addressedseparatelyfromgeneralbusinessandoperationalrisk.Indeed,intheEuropeanBanking
Authorityriskassessmentof theEuropeanbankingsystemreportofJune2014, it isshownthat
twothirdsoftherespondentsindicatedthattheycoverITrisksaspartoftheirgeneraloperational
riskmanagement(EuropeanBankingAuthority(EBA),2014b).Thisfindingmightbereflectedin
the2014annualreports.However,atrendtowardsamoretargetedriskmanagementapproachwas
identified.InthefollowingreportoftheEuropeanBankingAuthority,58%ofrespondentsindicated
anenhancementoftheirITgovernanceandriskcultureand42%enhancedbusinesscontinuityplans
whileonly21%coveredITrisksunderageneraloperationalrisk(EuropeanBankingAuthority(EBA),
2014a).Hence,wemightfindmoreITriskmanagementitemsinannualreportsofthefollowingyears.

4.2.4. IT Performance Measurement
The IT performance measurement category shows no significant differences in reporting rates
betweenBelgianandSouthAfricanfirms.Therearethreedominantcategoriesinthisgroup:‘IT
softwarecost’; ‘ITrelatedassetsarementionedunder intangibleassets’;and‘IThardwarecost’,
whichappearstobetruefortheBelgianfirmsaswellastheSouthAfricanfirms.KingIIIdoes
notcontainanydirectivesinitsprinciplesandrecommendedpracticesrelatingtoITperformance
measurement.Nevertheless,apossibleexplanationforthedominanceoftheseitemscanbefound
infinancialreportingregulation.Listedcompaniesneedtoreporttheirconsolidatedannualreports
followingtheInternationalAccountingStandards(IAS).IAS38putssoftwareunderintangibleassets.
Unsurprisingly,mostBelgianandSouthAfricanfirmsinoursamplespecificallymentionsoftware
costandplaceitunderintangibleassetsintheirfinancialstatements.BelgianandSouthAfrican
firmstendtoreportonhardwarecostaswellintheirfinancialstatements,whichfallsunderIAS16
regulation.InthepreviousdiscussionontheIT(governance)-relatedcontentofcorporategovernance
codesitwasalreadypointedoutthatthesefinancial-relatedpracticesarenotreallypartofthescope
ofacorporategovernancecode.Hence,thelowoverallreportingratecanbemainlyattributedtothe
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remainingitems,whicharenotincorporatedinfinancialreportingregulation,pointingtoareluctance
byorganizationstovoluntarilyreportonITperformancemeasurement.Aprobablereasonisthatit
issimplyextremelydifficulttoestimateIT-relatedcosts(Oz,2005).

‘ExplicitinformationonITexpenditure’ismorereportedbySouthAfricanfirmsthanBelgian
firms.Theformerfirmsdisclosethisspecificitemin4outof10cases,whilethisistruefornoneof
theBelgianfirms.AlexanderForbesGroupHoldingsstatesit“…usesbothin-houseandthird-party
developedITsystemsandhasmadecontinuousinvestmentstoremainuptodatewithregulatory
changesandclients’evolvingrequirements.In2013/14,weinvestedR127millioninstrengthening
oursystems.”ThismightbeseenintheoverallrealmofmoreITgovernancetransparencyforthe
SouthAfricanfirms:whenmostannualreportscontainaspecificsectionwithattentionforIT-related
matters,italsomakessensetoprovidemoredetailonIT-relatedexpensesinthefinancialstatements.
ThisisthereforeaclearopportunityfortheBelgianfirmsinthesampletobemoretransparentabout.
Inthepractitionerarea,ITmanagersreportthatITexpenditureisacriticalattentionpointforthem
(ITGI,2011,GlobalStatusReportontheGovernanceofEnterpriseIT(GEIT);ITGI,2011,Global
StatusReporton theGovernanceofEnterpriseIT(GEIT); ITGI,2011,GlobalStatusReporton
theGovernanceofEnterpriseIT(GEIT)).AccordingtotheITGovernanceInstitute(2011)survey
results,45.3%oftherespondentswereplanninginitiativestoreduceITexpenditure.Also,38.7%of
therespondentsindicatedthattheincreasingITexpenditurewasperceivedasaproblem.Considering
this,itisstrangethatnoneoftheannualreportscontainsinformationabouttheITbudget,asthisis
clearlyarelatedissue.TheestimationofIT-relatedcostsisnotoriouslydifficult(Oz,2005).Asfirms
havedifficultiesinestimatingtheITbudget,theymightalsobereluctanttoreportingthesefigures
intheirannualreports.AnotherplausiblereasonfortheabsenceofITbudgetintheannualreports
mightbethatfirmsareattemptingtoreduceproprietarycosts.

5. CoNCLUSIoN ANd IMPLICATIoNS

5.1. Conclusions
Thispaperput forward twoobjectives.First, a selectionofnationalcorporategovernancecodes
wasanalyzedwithrespecttoIT(governance)-relatedcontent.Second,theinfluenceofthenational
corporategovernancecodeonafirm’sITgovernancetransparencywasexplored.Answeringthe
firstresearchquestion,weobservedthatonlytheSouthAfricancorporategovernancecode,King
III,containsasignificantamountofIT(governance)-relatedguidance.Buildingonthesefindings,
the contemporary state of ITgovernance transparency inBelgian andSouthAfrican companies
wasthencomparedtomeetthesecondresearchobjective.Thepropositionwasthattherecouldbe
potentialvariationsinafirm’sITgovernancedisclosureduetovariationsinIT(governance)-related
contentinnationalcorporategovernancecodes.UsinganestablishedITgovernancetransparency
framework,wefoundthattheSouthAfricanfirmsinoursampleseemedtobemoreconcernedwith
ITgovernancetransparencythantheBelgiumfirmsinoursample,givenacomparableownership
structureandITstrategicrole(i.e.listedfinancialservicesorganizations).Thisobservationholds
foralldisclosurecategoriesoftheITgovernancetransparencyframework.

ThisstudyprovidestwokeycontributionstothecurrentliteratureonITgovernancetransparency.
First,weprovideanempiricalassessmentonhowcorporategovernancecodesatnationallevelcan
shapeupthemechanismsofITgovernance.Tothisend,ourfindingshowsthatthecurrentgovernance
codeshaveveryminimalinclusionofITgovernancetopics.Asaresult,thiscallsforbroaderinsights
tounderstandhowcorporategovernanceembedsandfostervariousmechanismsofITgovernance,
especiallyITgovernancetransparency.Second,comparingBelgianandSouthAfricanfirmswhile
keepingtheindustryconstant,weexaminethelevelofITgovernancedisclosureinannualreports.
Thisway,weindirectlyassesswhetherahigheremphasisonITrelatedtopicsincorporategovernance
codecanstimulateahigherlevelofITgovernancedisclosure.TheresultssuggestthatthelevelofIT
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governancedisclosureinannualreportsispositivelycorrelatedtotheinstitutionalsettinginwhich
ITgovernanceisakeytopicinthecorporategovernancecode.

Therearestillmajorpotentialopportunities for the firms inoursample to improveon their
ITgovernancetransparency.Whilethisistrueforbothgroups,itisespeciallytruefortheBelgian
firms,asthisgroupistrailingbehindtheSouthAfricangroupforallcategoriesofthedisclosure
framework.Subsequentanalysisattheitem-levelalsoindicatesthatmanyoftheitemsonwhichSouth
AfricanfirmstendtoreportfrequentlycanbedirectlyrelatedtotheITgovernanceprinciplesand
recommendedpracticescontainedintheKingIIIcorporategovernancecode.Wethereforeconclude
thatthehigherITgovernancetransparencyoftheSouthAfricanfirmsmightverywellbeattributed
tothecontentsoftheirnationalcorporategovernancecode.

TheresultsshowthattheoverallITgovernancedisclosurerateisratherlow.Wefoundthatthe
mainreasonistwofold.First,alowreportingratemightimplyalowimplementationrate.Items
relatingtoforinstanceboardlevelITgovernancearelesswellrepresentedinannualreportsasboard
engagementinITgovernanceislackinginmanyorganizations(Andriole,2009;Bart&Turel,2010;
Coertze&vonSolms,2014).Second,itseemsthatorganizationsdonotyetfullyrecognizethevalue
ofITgovernancedisclosure.Yet,ITgovernancemightleadtosustainedcompetitiveadvantage,which
ishighlyvaluedbyinvestors,suggestingtheimportanceofITgovernancedisclosure.Ontheother
hand,thefactthatITgovernancemightleadtosustainedcompetitiveadvantagecouldprovidean
explanationforthelowamountofITgovernancedisclosure.Thatis,foraresourceorcapabilityto
leadtocompetitiveadvantage,itshouldbeheterogeneouslydistributedacrosscompetingfirms.In
thisview,itmightbeplausiblethatfirmsconsiderITgovernancecompetenciescouldbemimicked,
andthereforedeliberatelyholdinIT-relatedinformationfromcompetitors.Asaresult,thelevelof
ITgovernancedisclosureinpublicdocumentsmightbelower.

5.2. Implications
From an academic point of view, this research adds to the relatively unexplored domain of IT
governancetransparency.Specifically,thisresearchaddstotheempiricalbackboneofITgovernance
transparencyasaresearchsubjectingeneral,andtheITgovernancedisclosureframeworkinspecific.
ThisresearchextendspriorempiricalresearchregardingITgovernancedisclosurebyinvestigating
theinfluenceofthenationalcorporategovernancecodeonITgovernancetransparency.Usingthe
Joshietal.(2013)ITgovernancedisclosureframework,wewereabletocollectsomepreliminary
empiricalevidenceinsupportoftheindicatedproposition.

Fromapractitioners’stance,webelievethatthisexploratoryresearchillustratestheneedfor
includingITgovernance-relateddirectivesinnationalcorporategovernancecodes.AsITbecomes
morepervasiveinfirmsallovertheworld,itmakessenseforfirmstobetransparentaboutthese,
oftenveryimportant,IT-relatedmatters;andfornationalcorporategovernancecodestoguidefirms
insuchadirection.Fromthestandardsettingperspective,thestudyprovidespreliminaryevidence
ontheneedoftheinclusionofITgovernancetopicsincorporategovernancecodes.Specifically,
itwarrantsfurtherattentionofpolicymakersonthetopicofITgovernancewhiledevelopingand
implementingcorporategovernancecodes.Thisstudyalsohelpstoexplorethefundamentalrole
ofcorporategovernanceprinciplesinshapingITgovernancepracticesatfirmlevelbyproviding
evidencethatthepresenceofIT-relatedprinciplesincorporategovernancecodescanencouragefirms
indisseminatingITgovernanceinformationinpublicdocuments.TheimportanceofITgovernance
transparencyshouldalsobestressedoutsidethenationalcorporategovernancecode.Initscurrent
edition, the internationalgood-practice frameworkCOBIT5already refers to the importanceof
ensuringstakeholdertransparencyinthecontextofITgovernance.However,thisdiscussionremains
ratherhigh-levelandabstract.Practitionerswouldcertainlybenefitfrommorespecificguidelines
regardingITgovernancetransparencyaspartoftheCOBITframework.



Journal of Global Information Management
Volume 27 • Issue 4 • October-December 2019

111

6. LIMITATIoNS ANd oPPoRTUNITIeS FoR FUTURe ReSeARCH

Inthislastsection,thelimitationsofthisresearcharediscussedandrelatedopportunitiesforfuture
work are proposed. First, this research only deals with disclosed information. There could very
wellbediscrepanciesbetweenwhatisreportedandwhatisimplementedregardingITgovernance.
Forinstance,anorganizationmayhaveadedicatedCIOfunction,butitispossiblethatthisisnot
explicitlymentionedintheirannualreport.Itwouldthereforebeveryinterestingtolinkthisstudy
withITgovernancematuritytodetectdiscrepanciesbetweentheITgovernanceimplementationin
organizationsandtheirdisclosure.Second,thisstudydealswitharelativelysmallsamplesizeoffirms
(N=20).Thiswasmotivatedbyastrongfocusontheinternalvalidityoftheresearchandanin-depth
discussionoftheissues,butitstandswithoutquestionthatalarge-samplestudywouldbeinteresting.
Ifthesamplesizeislargeenough,statisticallysignificantdifferencesintheproportionscouldbetested
forusingz-tests,whichinturnwouldincreasethereliabilityoftheresults.Anotheropportunityfor
futureresearchisdatatriangulation.Thisstudyonlyusedannualreportsasadatasource.Thiswas
motivatedbythefactthatannualreportsseemtobethepreferredmediumforITgovernance-related
disclosure.Nevertheless,datatriangulationusingadditionaldatasources(e.g.pressreleases,company
website,etc.)wouldenablearicherunderstandingofafirm’sITgovernancedisclosure.Third,the
codingofITgovernanceinformationfromthecorporategovernancecodeswasperformedbyasingle
coder.Thismightpotentiallyimposecertainlimitationsonthereliabilityofthecoding.However,the
coderhascodedinformationusinganestablishedITgovernancedisclosureframework(AppendixA).
Theframeworkprovidesconcretedescriptionsforeachoftheitems,therebyprovidingfacevalidity.
Therefore,weassumethattheusageofasinglecoderwillhaveminimalorevennegligibleimpactof
thereliabilityofthecodedinformation.Finally,theITgovernancetransparencyframeworkbyJoshi
etal.(2013)wasemployedtoanalyzetheIT(governance)-relatedcontentsofthenationalcorporate
governancecodesinoursample(N=15).However,thisframeworkisnotspecificallybuiltforthis
application.Nevertheless,itistheonlyvalidatedITgovernancetransparencyframeworkinliterature
thatcouldbeemployedasacodingframetogaugetheextentofIT(governance)-relatedcontentin
nationalcorporategovernancecodes.Thislimitationboilsdowntotheremarkthatfurtherresearch
is required to develop recommendations for national corporate governance codes to include IT
(governance)-relatedguidance,whichwillinturnincreasetheITgovernancetransparencyoffirms
thatareusingthesecorporategovernancecodesasaguidingframeworkfortheirannualreports.
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eNdNoTeS

1 http://data.worldbank.org/about/country-and-lending-groups
2 http://www.ecgi.org/codes/all_codes.php
3 ItshouldbenotedthattheSouthAfricancorporategovernancecodewasrecentlyupdated.Thesuccessor

ofKingIII,KingIV,wasreleasedon1November2016andappliedforfinancialyearscommencingfrom
1April2017onwards.AsatthetimeofwritingnoannualreportswereavailableyetadheringtoKing
IV,thisresearchisbasedonKingIII.
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APPeNdIX A

continued on following page

Table 6. IT governance disclosure framework by Joshi et al. (2013)

Description

IT Strategic Alignment Items

ITexpertontheboard Oneormoreboardofdirectorswhois/areindependentornon-independentwith
sufficientknowledgeregardingITandinformationassets.

ITexpertwithexperienceonthe
board

Oneormoreboardofdirectorswhois/arewithsufficientknowledgeaswellas
workexperiencewithregardtoITandinformationassets.

ACIOoranequivalentpositionin
thefirm

FirmhasaspecialCIOoranequivalentpositionwithrespecttoITand
informationassetsatanexecutivelevel.

ITcommittee AcommitteelookingafterITandinformationassetsattheboardlevel.

ITriskispartofauditcommitteeor
riskcommittee

ITandinformationassetsrelatedriskareontheagendaoftheAuditorRisk
committee.

ITispartofauditcommittee ITandinformationassetsauditingispartoftheauditcommitteeattheboard
level.

ITsteeringcommittee FirmhasanITsteeringcommitteewhichmonitorsITmanagement,IT
spending,andrelatedcostallocations.

ITplanningcommittee FirmhasanITplanningcommitteewhichlooksafterstrategicplanningand
investmentdecisionsonITandinformationassets.

Technologycommittee AspecialcommitteewhichlooksafterITandrelatedtechnologyarchitecture,
projects,andgovernanceissueatanexecutivelevel.

ITcommitteeatanexecutivelevel
Insomecountriesthereisatwo-tierstructureofcorporategovernance,inthis
situationanITcommitteemaybeformedatanexecutivelevel.Thiscommittee
reportstothesupervisoryboard.

CIOorequivalentisontheboard ACIOoranequivalentpositionisrepresentedattheboardlevelcommittee.

IT value delivery items

ITgovernanceframework/standard:
ITIL/COBIT/ISOetc.

ThesearebestpracticesandframeworksforITgovernance.Thefirmhas
adoptedormentionedtoadoptanyITgovernanceframework.

ITasanissueintheboardmeeting ITandinformationassetsissuesareexplicitlydiscussedatthevariousboard
levelmeeting.

Suggestion/decision/advisebythe
boardonIT ITandrelatedtechnologydecisions,suggestionsattheboardlevel.

Specialreport/sectiononIT/IT
projectsinannualreport

AspecialreportorasectiondedicatedtoprovideinformationaboutITand
informationassets.

ITmentionedasastrategicbusiness
issue

ITismentionedasastrategicbusinessissuetoaccomplishthebusinessmission
andgoals.

ITprojectedasstrength ITandinformationassetsarementionedastheorganizationalstrengthto
achievethebusinessobjectives,goalsetc.

ITprojectedasopportunity ITandinformationassetsarereferredasthekeyassetstoachievethefuture
opportunities.

Projectupdatesorcomments Updatesorcommentabouton-goingand/orfinished(successfullyor
unsuccessfully)ITandrelatedprojects.

ITisexplicitlymentionedfor
achievingspecificbusiness
objectives

IThasbeendeployedtoachieveoneormorespecificbusinessobjective.
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Table 6. Continued

Description

Comments/updatesonIT
performance Thereis/arecommentsaboutgoodorbadperformanceofIT.

ITtraining InformationonITandrelatedtrainingprogramforhumanresource.

GreenIT EfficientandenvironmentfriendlyuseofistermedasGreenIT.Afirmhas
reportedonsuchinitiative.

DirectionandstatusaboutIT
outsourcingandin-sourcing Informationregardingin-sourcingorout-sourcingofIT.

IT risk management items

ITisreferredundertheoperational
risk

ITisconsideredasapotentialrisktosuccessfulbusinessfunctioningandbeing
treatedasanoperationalrisk.

SpecialITriskmanagementprogram FirmhasaspecialprogramtomitigateITandrelatedtechnologyrisks.

UseofITforregulationand
compliance

ITisusedtoaddresstheregulationsandcompliancerequirementsbythelegal
institutions.

IT/electronicdataprocessing(EDP)
audit FirmhasexplicitlyreportedwithregardtoITaudit.

Informationandsecuritypolicy/plan
(ITsecurity)

Firmhasaclearinformationandsecuritypolicyforitsstakeholders(e.g.
customers,employee).

TheroleofITinaccountingandthe
reportingstandards(IAS) ITsupportfortheaccountingandtoaddresscertainframework(e.g.BaselII).

Operationscontinuityplan ITandrelatedtechnologycontinuityplansarementionedincaseofdisaster.

IT performance measurement items

ExplicitinformationonIT
expenditure

FinancialandNon-financialstatementscontaininginformationontheoverallIT
expenditure.

ITbudget FinancialsectionofthedocumenthasdisclosedthebudgetonITand
informationassets.

IThardwarecost SpecificIThardwarecostismentionedundertheITexpenditure.

ITsoftwarecost SpecificITsoftwarecostismentionedundertheITexpenditure.

ExplicitITmanpowercostis
mentioned SpecificITmanpowercostismentionedundertheITexpenditure.

ITexpensesarementionedunder
administrativecost

ITandinformationassetsrelatedexpensesarementionedunderthe
administrativecost.

ITrelatedassetsarementionedunder
intangibleassets

ITandrelatedassetarereferredasintangibleassetsandfinancialareprovided
asintangibleassets.

DirectcostonITismentionedin
currencyorpercentage

TheinformationonITspendingisgiveninthepercentageofthetotalrevenue
orinotheraccountingratio.
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