ISO/FDIS- 37004:2023(E)
DPater2023-05-21

T

ISO-/TC 309
Secretariat:- BSI

Date: 2023-06-14

Governance of organizations- — Governance maturity model —
Guidance

Gouvernance des organismes — Modele de maturité de la gouvernance — Recommandations

FDIS stage



https://standards.iteh.ai/catalog/standards/iso/96bda21e-ee3f-4855-a2e6-016696b34291/iso-37004-2023

ISO/FDIS 37004:2023(E)

© IS0 2622-2023

All rights reserved. Unless otherwise specified, or required in the context of its implementation, no part of this
publication may be reproduced or utilized otherwise in any form or by any means, electronic or mechanical,
including photocopying, or posting on the internet or an intranet, without prior written permission. Permission can
be requested from either ISO at the address below or ISO’s member body in the country of the requester.

1SO CopyrightOffice-copyright office
CP 401 « Ch. de Blandonnet 8

CH-1214 Vernier, Geneva
Phone: + 4122 749 01 11

E-mail: copyright@iso.org

Website: www-ise.ergwww.iso.org

Published in Switzerland:

ii @© IS0 2023 - All rights reserved



http://www.iso.org/
https://standards.iteh.ai/catalog/standards/iso/96bda21e-ee3f-4855-a2e6-016696b34291/iso-37004-2023

I1SO/FDIS 37004:2023(E)

Contents

Foreword

Introduction

1

Scope

2

Normative references

3 Terms and definitions

3.1 Governance and organization

3.2 Governance maturity

4 Governance maturity aspects

4.1 General

4.2 Governance behaviour

4.3 Governance effectiveness

4.4 _ Governance efficiency

441 General

4.4.2 Governance frameworks

4.4.3 Governance strategies

4.4.4 Governance policies

4.4.5 Organizational performance results
4.4.6 Governance charters

4.4.7 Management reports

4.4.8 Governance component reviews
5 Governance maturity measurement framework
5.1 General

5.2 Measurement principles

5.3 Measurement activities

53.1 Commitment

5.3.2 Design

533 Implement

5.3.4 Oversee

5.3.5 Action

5.4  Measurement scale

54.1 General

5.4.2 Governance behaviour scale
5.4.3 Governance effectiveness scale
5.4.4 Governance efficiency scale
5.4.5 Governance maturity scale

5.5 Measurement aggregation

© 150 2022 — All rights reserved

© IS0 2023 - All rights reserved

iii

O e S T S e O O T U VN



https://standards.iteh.ai/catalog/standards/iso/96bda21e-ee3f-4855-a2e6-016696b34291/iso-37004-2023

ISO/FDIS 37004:2023(E)

6 Governance maturity model 15
6.1  General 15
6.2 Governance maturity dimensions 16
6.2.1 Governance conditions 16
6.2.2 Governance principles 17
6.3 Governance maturity calculation 17
6.3.1 Maturity model content 17
6.3.2 Evaluation judgements 18
6.3.3 Aggregation of results 18
6.4 Governance maturity improvement 19
6.4.1 Determining governance appropriateness 19
6.4.2 Setting improvement targets 19
6.4.3 Implementing improvement initiatives 20
6.5 Governance maturity evaluation 20
6.6 Governance maturity reporting 21
Bibliography 23
iv ©1S0-2023—Allrightsreserved

iv @© IS0 2023 - All rights reserved



https://standards.iteh.ai/catalog/standards/iso/96bda21e-ee3f-4855-a2e6-016696b34291/iso-37004-2023

I1SO/FDIS 37004:2023(E)

Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work. ISO
collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

The procedures used to develop this document and those intended for its further maintenance are
described in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed for the
different types of ISO deeumentsdocument should be noted. This document was drafted in accordancl@
with the editorial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attentionis-drawnlSO draws attention to the possibility that seme-ofthe elementsimplementation of thik
document may beinvolve the subjeetuse of (a) patent(s). ISO takes no position concerning the evidenca,
validity or applicability of any claimed patent rights:_in respect thereof. As of the date of publication g

T =

this document, ISO had not received notice of (a) patent(s) which may be required to implement thi
document. However, implementers are cautioned that this may not represent the latest information
which may be obtained from the patent database available at www.iso.org/patents. ISO shall not be hel
respon51ble for 1dent1fymg any or all such patent rlghts —Det—a#s—ef—aaw—pa!éeﬂt—ﬁglwdeﬂ&ﬁed—d-u*mg—t-h

an;.a..

Any trade name used in this document is information given for the convenience of users and does not
constitute an endorsement.

For an explanation of the voluntary nature of standards, the meaning of ISO specific terms and
expressions related to conformity assessment, as well as information about 1S68’sISO's adherence to thb
World Trade Organization (WTO) principles in the Technical Barriers to Trade (TBT), see
www.iso.org/iso/foreword.html.

This document was prepared by Technical Committee ISO/TC 309, Governance of organizations.

Any feedback or questions on this document should be directed to the user’s national standards body. A
complete listing of these bodies can be found at www.iso.org/members.html.
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Introduction

The need for effective governance of all sizes and types of organizations is of increasing importance. This
is evidenced by society’s growing demands for organizations to demonstrate effective stewardship of the
resources which they use and impact, beyond merely financial returns. Society and organizational
stakeholders are demanding not only that governance failures be avoided, but that good governance
outcomes are demonstrated. These expectations necessitate the existence of a standard against which an
organization’s governance can be measured and decisions can be made. This document provides the tools
for organizations, and their stakeholders, to evaluate, compare and improve their governance over time
such that the organization can achieve good governance outcomes.

In 2021, ISO adopted the first internationally agreed standard for the governance of organizations,
ISO 37000, which set out governance conditions, governance principles and key aspects of practice, and
governance outcomes for the governance of organizations. At that time, there was no internationally
agreed approach by which to measure the governance of an organization in terms of ISO 37000. In the
absence of such an approach to measurement, the identification of areas for improvement, the consistent
assessment of an organization’s governance maturity and an informed comparison with others were
problematic. Governance maturity, in this context, reflects, for example, the degree of organizational
responsiveness, agility and resilience in addressing changing operational conditions, while maintaining
alignment with the organizational purpose and organizational values.

FEigure1Figure 1 depicts the governance maturity aspects outlined in this document and which should be
considered when evaluating governance maturity. These are the governance behaviour by the governing
body when governing the organization, in accordance with ISO 37000, and the effectiveness and
efficiency with which the governing body applies the ISO 37000 governance principles.

Governance
Principle

Governance
Practices

Gn;zl‘“ir;ng Effectiveness Efficiency of
Behaviour of application application

Figure 1 — Governance maturity aspects — Overview

This document provides a globally applicable means to measure the maturity of the governance of an
organization and describes an internationally agreed maturity measurement framework and maturity
model for the governance of organizations. It sets out guidance on measuring an organization’s
governance maturity, based on the ISO 37000 governance conditions and governance principles, and
applies to all types and sizes of organizations no matter their location. It provides a standardized
approach to determine the level of maturity level of the organization’s governance conditions and the

vi @© IS0 2023 - All rights reserved
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organization’s application of the ISO 37000 governance principles, as well as providing examples of
governance activities at each level.

Governance practices necessarily vary between organizations and should be selected and implemented
according to the organization’s specific and unique circumstances. These variations are due to factors
including how long the organization has been in existence, the organizational context, the number of
personnel the organization employs, the types of resources the organization uses, and laws and
regulations applicable to the organization. This document is, therefore, not intended to assess the
implementation of governance practices, nor the effectiveness of these governance practices. This
document provides a basis for the evaluation of the application of the guidance provided by ISO 37000.

Figure 2Figure 2 provides an overview of the governance maturity model outlined in this document.
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Figure 2 — Governance maturity model — Overview

When applying this document’s governance maturity model to an organization, the results can be used to
measure and evaluate the level at which the ISO 37000 governance guidance has been applied, in a
consistent and standardized way.

Evaluations, by or on behalf of an organization, can:

— —facilitate self-assessment;

— ——provide a basis for improvement;

— ——assist with addressing governance risks;

— ——be used as input for reports to stakeholders;

— ——provide a benchmark for comparison with others.

Reports of governance maturity evaluation results can assist:

— ——organizations to prioritize governance improvement activities;

— ——governing bodies to demonstrate accountability to their organizations;

— —Kkey stakeholders to hold an organization’s governing body responsible for the continudl
improvement of the governance of the organization.

©150-2022 — All rights reserved vii
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Results can therefore be used, for example, by an organization’s:

viii

——governing body to demonstrate the continual improvement of their governance of the
organization;

——internal stakeholders, such as personnel, to enhance their confidence that the governance of their
organization is appropriate, effective and defensible;

——external stakeholders, such as investors and regulators, for decision-making purposes.

@© IS0 2023 - All rights reserved
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Governance of organizations— — Governance maturity model
Guidance

1 Scope

This document gives guidance on evaluating the establishment of governance conditions and on the
application of governance principles with consideration for the ISO 37000 key aspects of practice. It sets
out the concept of governance maturity and its measurement and provides a governance maturit

measurement framework, associated governance maturity scale and a governance maturity model. T’

This document is applicable to all types and sizes of organizations no matter their location.
2 Normative references

The following documents are referred to in the text in such a way that some or all of their content
constitutes requirements of this document. For dated references, only the edition cited applies. For
undated references, the latest edition of the referenced document (including any amendments) applies.

ISO 37000, Governance of organizations — Guidance
3 Terms and definitions

For the purposes of this document, the terms and definitions given in ISO 37000 and the following apply.
ISO and IEC maintain terminology databases for use in standardization at the following addresses:
— ——ISO Online browsing platform: available at https://www-ise-erg/ebphttps://www.iso.org/obp

— ——IEC Electropedia: available at https-//wwweleetropediaorg/https: //www.electropedia.org/
3.1 Governance and organization

3.1.1
likelihood
chance of something happening

[SOURCE: ISO 31000:2018, 3.7, modified — Notes 1 and 2 to entry deleted.]

3.1.2 |
governance charter
governance component which records a delegation agreement

Note-_1- to- entry:- governance charters are called many different names depending on their purpose includinh
committee terms of reference, job descriptions and role contracts.

3.2 Governance maturity

3.2.1
governance maturity model
means of and scale for evaluating and assessing the current state of governance maturity

[SOURCE: ISO/TR 13054:2012, 2.5, modified — “governance” added to the term and in the definition.]
3.2.2

governance measurement framework
schema for use in characterizing the application of a governance principle


https://www.iso.org/obp/ui
https://www.electropedia.org/
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[SOURCE: ISO/IEC 33001:2015, 3.4.7, modified — “governance” replaced “process” in the term. “the
application of a governance principle” replaced “process quality characteristic of an implemented
process”.]

3.2.3
governance behaviour
behaviour when governing an organization

3.2.4

practice

activity that, when consistently performed, contributes to achieving a specific process purpose or
attribute

[SOURCE: ISO/IEC 33001:2015, 3.3.6, modified — “generic” deleted from the term. “achieving a specific
process purpose or attribute” replaced “the achievement of a specified process attribute”.]

3.2.5

governance component review

examination of a governance component to ensure that the governance component continues to fulfil its
purpose

3.2.6
procedure
specified way to carry out an activity or a process {3-2-6}(3.2.6

Note-_1- to- entry: Procedures can be documented or not.

[SOURCE: ISO 9000:2015, 3.4.5]

4 Governance maturity aspects
4.1 General

The purpose of evaluating governance maturity is to determine the level of certainty stakeholders can
have in the ability of the governing body to govern the organization such that the organization achieves
the intended governance outcomes. These governance outcomes are defined in ISO 37000 as:

— ——effective performance;
— ——responsible stewardship;
— ——ethical behaviour.

Governance maturity, in this document, involves an organization’s governing body establishing
appropriate governance conditions, adopting governance principles as well as applying governance
principles in practice. The governance maturity aspects are written in terms of the application of the
ISO 37000 governance principles based on the use of the defined key aspects of practice. These
governance maturity aspects are equally applicable to the establishment of appropriate governance
conditions based on the use of the guidance provided in ISO 37000.

The way in which a governing body applies a governance principle is comprised of the following
governance maturity aspects:

— ——the governing body’s governance behaviour;

— ——the effectiveness of those governance practices that the governing body uses to apply the
governance principle;

2 @© IS0 2023 - All rights reserved
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— ——the efficiency of these practices.

FEigure3Figure 3 depicts those governance maturity aspects for consideration when evaluating
governance maturity, namely the governance behaviour by the governing body when governing the
organization, in accordance with ISO 37000, and the effectiveness and efficiency with which the

governing body applies the ISO 37000 governance principles.
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Figure 3 — Governance maturity aspects — Overview

4.2 Governance behaviour

Governance behaviour describes the approach used to apply a governance principle. ISO 37000, for
example, guides that governing bodies should lead the organization ethically and effectively and ensure
such leadership throughout the organization. Governance behaviour is therefore subjective; ; however,
the following certain features are evident when the governing body governs the organization as guided
by ISO 37000:

a) aj)-Adoption: the governing body commits to the adoption of ISO 37000. L

b) b}-Understanding: the governing body understands the importance of ISO 37000 for th
organization.

c) €)}-Application: the governing body applies ISO 37000 and describes its experiences when applyinlg
it.

d) €é)-Analysis: the governing body compares its application of ISO 37000 with applicable leadink
practices and explains the outcomes it intends to achieve from this application.

e) e}-Evaluation: the governing body evaluates its application of ISO 37000. L

f) H—Improvement: the governing body explains the planning and implementation of correctiv
actions and improvements.

4.3 Governance effectiveness

Governance effectiveness refers to the governing body’s ability to achieve the objectives of the ISO 37000
governance principles by selecting and implementing appropriate governance practices.

For every governance principle, ISO 37000 describes:

© IS0 2023 - All rights reserved 3 ‘
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