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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 document should be noted. This document was drafted in accordance with the editorial rules of the 
ISO/IEC Directives, Part 2 (see www.iso.org/directives).

ISO draws attention to the possibility that the implementation of this document may involve the use of (a) 
patent(s). ISO takes no position concerning the evidence, validity or applicability of any claimed patent 
rights in respect thereof. As of the date of publication of this document, ISO had not received notice of (a) 
patent(s) which may be required to implement this 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 held responsible for identifying any or all such patent rights.

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 ISO's adherence to the 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 atwww.iso.org/members.html.
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Introduction

The purpose of indicators is to enable measurement that helps an organization to establish, implement, 
maintain, and improve an effective governance framework and the conditions and practices enabling the 
organization to fulfil its purpose. By following the guidance in this document organizations can realize the 
governance principles as set out in ISO 37000.

This document provides a means to assess how an organization’s governance framework contributes most 
effectively to the fulfilment of the organization's purpose. It covers:

—	 a taxonomy for the classification of different types of indicators;

—	 the context in which they are used, including the purpose of the organization and its appetite for risk 
given impacts on all stakeholders;

—	 the risk appetite and tolerance of the organization and stakeholders;

—	 the limitations of indicators;

—	 choosing or developing meaningful indicators.

The role of an organization’s governing body is to establish, implement and maintain the organizational 
governance framework, conditions and practices so that the organization can fulfil its purpose. In 
performing this role the governing body has to make decisions and choose between available options, 
as many times there will not be one solution. The indicators used will be part of the process to generate 
those options and part of the mechanism to guide the choice between options. Governing bodies should 
measure performance against objectives, which requires indicators. ISO 37000 helps to create cross-sector 
international consensus on the role and results of organizational governance. However, the organizational 
outcomes of organizational governance depend on the decisions made by governing bodies, the information 
used to support those decisions as well as their execution. These decisions mean making choices between 
the intended performance of alternative options for the same organizational purpose. A mechanism is 
required to compare these options, in order to choose the optimal one for the specific context.

There is always the possibility that the choice made between options does not represent the "best" 
choice or that the execution is not effective. Effective governance therefore requires an understanding of 
appropriate indicators in the context of that possibility and the risk appetite of the governing body. Effective 
consideration of indicators linked to organizational purpose, stakeholder issues, materiality and risk 
appetite/tolerance reduces the extent to which a governing body can make decisions without the full range 
of material information. It also enhances a dynamic monitoring approach.

Indicators are used and understood in various ways. Ultimately the governing body is seeking to achieve the 
organizational purpose in the way intended. If this is done well then over time the governing body would 
expect its organizational purpose and financial results to become aligned with sustainable development 
and well-being as it considers the principles in ISO 37000, including social responsibility and viability and 
performance over time. The pursuit of a purpose with consequences that detracts from ISO 37000 principles 
would neither be responsible nor viable.

Unless otherwise indicated, all "principles" in this document refer to the principles in ISO 37000.

v
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Governance of organizations — Developing indicators for 
effective governance

1	 Scope

This document provides guidance to governing bodies on how to approach the development and use of 
indicators in their governing activities.

This document is primarily written for use by governing bodies, it is also written to be of relevance to a 
range of other stakeholders inside and outside of the organization to help them improve the quality of the 
information on which they assess and make decisions regarding the organization’s governance.

It is applicable to all organizations regardless of type, size, location, structure or purpose. This document 
does not cover indicators of effective governance.

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 37000:2021, 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​.iso​.org/​obp

—	 IEC Electropedia: available at https://​www​.electropedia​.org/​

3.1
indicator
measurable representation of the condition or status of governing body decisions, organizational actions or 
activities (3.4), and stakeholder expectations

Note 1 to entry: Indicators can be measured, calculated, and described.

3.2
input indicator
indicator (3.1) of all types of resources on which the organization depends, irrespective of how they have 
been sourced

Note  1  to  entry:  Examples of these resources include air, biodiversity, unpaid labour etc, including resources used 
across the supply chain.

3.3
output indicator
indicator (3.1) for measuring activities (3.4)

Note 1 to entry: Can be qualitative or quantitative.

1
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3.4
activity
way in which resources are used

3.5
objective
result to be achieved

Note 1 to entry: An objective can be strategic, tactical or operational.

Note 2 to entry: An objective can be, for example, organization-wide or specific to a project, product or process (3.6).

Note 3 to entry: Result in this document can refer to output (3.7), organizational outcome (3.8), or impact (3.9)

[SOURCE: ISO 37301:2021, 3.6 modified – Note 2 to entry has been modified, Note 3 to entry has been 
replaced and Note 4 to entry has been deleted]

3.6
process
set of interrelated or interacting activities (3.4) that uses or transforms inputs to deliver an intended result

Note 1 to entry: Result in this document can refer to output (3.7), organizational outcomes (3.8), or impact (3.9)

[SOURCE: ISO 9000:2015, 3.4.1 modified – Note 1 to entry has been modified, Notes 2 to 6 to entry have been 
deleted]

3.7
output
result of a process (3.6)

Note 1 to entry: This result can be intended or unintended

[SOURCE: ISO 9000:2015, 3.7.15, modified – Note 1 to entry has been modified]

3.8
organizational outcome
something, including aspects of well-being (3.14), that has the potential to change following a governing 
body’s decisions

3.9
impact
positive or negative change in an organizational outcome (3.8) because of a governing body ś decision, 
execution and the consequences of those decisions

Note 1 to entry: Taking account of other causes of any change in those outcomes.

Note 2 to entry: The change in an outcome can be positive or negative depending on its relation to a threshold.

Note  3  to entry:  There may be interim points between actions and impacts where measurement can support 
management towards achieving organizational purpose.

Note 4 to entry: If the change is in a well-being (3.14) outcome then this would be a well-being impact

3.10
impact valuation
measurement (3.11) of the relative importance of impacts (3.9)

3.11
measurement
process (3.6) to determine a value

Note 1 to entry: Impact valuation (3.10) is one type of measurement.

[SOURCE: ISO 37301:2021, 3.19, modified – Note 1 to entry has been added]

2
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3.12
uncertainty
state, even partial, of deficiency of information related to understanding or knowledge

Note 1 to entry: In some cases, uncertainty can be related to the organization´s context as well as to its objectives (3.5).

Note 2 to entry: Uncertainty is the root source of risk, namely any kind of “deficiency of information” that matters in 
relation to objectives (and objectives, in turn, relate to all relevant interested parties´ needs and expectations).

[SOURCE: ISO 31073:2022, 3.1.3]

3.13
materiality assessment
identification of information that would influence the decisions of a governing body in the context of the 
principles in ISO 37000

3.14
well-being
positive state of being where people’s needs are met, such that they have the capacity and opportunity to 
lead fulfilling lives

Note 1 to entry: Well-being is also referred to as a state of flourishing or a “good life”.

Note 2 to entry: Well-being exists at the individual, household, country and global level and can be applied to people 
and nature, and to individuals and systems.

Note 3 to entry: Well-being can be achieved on varying timescales and to varying degrees.

Note 4 to entry: Sustainable development underpins the achievement of well-being at a point in time and for present 
and future generations.

3.15
performance
measurable result

Note 1 to entry: Performance can relate either to quantitative or qualitative findings.

[SOURCE: ISO 37301:2021, 3.11, modified – Note 2 to entry has been deleted]

3.16
effectiveness
extent to which planned activities (3.4) are realized and planned results are achieved

Note 1 to entry: Result in this document can refer to output (3.7), organizational outcomes (3.8), or impact (3.9).

[SOURCE: ISO 37301:2021, 3.13, modified – Note 1 to entry has been added]

4	 Understanding indicators

4.1	 General

Governing bodies are responsible for "the fulfilment of the purpose of the organization in an ethical, effective 
and responsible manner in line with stakeholder expectations" (ISO 37000:2021).

ISO 37000:2021, 4.1 sets this out as:

a)	 setting and committing to the organizational purpose and organizational values;

b)	 determining the organization’s approach to value generation;

c)	 directing and engaging with strategy to generate value;

3
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d)	 overseeing that the organization performs and behaves according to the expectations set by the 
governing body;

e)	 demonstrating accountability for this performance and behaviour.

Useful indicators provide a measure of performance in line with organizational purpose. Consequently, 
indicators are quantitative and qualitative conditions that can be described and measured or calculated.

4.2	 Structure of indicators

Indicators are descriptive and qualitative or quantitative and are used to assess performance. Based on 
ISO 37000 principles, an indicator for effective governance should provide the assurance of responsibility, 
in a social, environmental and economic context, and provide the basis for accountability and assurance in 
accordance with governing body decisions, organizational action and stakeholder expectations by relevance. 
An indicator can be structured as shown in Figure 1:

Figure 1 — Structure of an indicator

The structure of an indicator has multiple levels of description, according to the scope (see Figure 1). These 
levels can be articulated as follows:

a)	 A quantitative element OF a qualitative element;

b)	 A quantitative element OF a qualitative element BY or PER a specific principle of ISO 37000 over time;

c)	 A quantitative element OF a qualitative element BY context (social, environmental or economic) [or] 
PER accountability (governing body decisions, organizational action and stakeholder expectations by 
relevance);

d)	 A quantitative element OF a qualitative element BY context [and/or/not] PER accountability (where the 
accountability could also precede the context).

The minimum specification of an indicator includes "quantity OF a quality/attribute" and either PER or BY.

NOTE 1	 BY and PER are interchangeable.

NOTE 2	 Context is described in ISO 37000 as "the natural environment, social and economic system context".

EXAMPLE	 Cost of customer acquisition by market segment per customer channel.

The measure associated with an indicator linked to an organizational purpose provides a measure of an 
underlying condition and is always associated with some degree of uncertainty. The effect of this uncertainty 
is a risk. Uncertainty changes as new data become available.

4.3	 Impact of indicators on decision making

Indicators allow the governing body to make comparisons to assist in making decisions including:

—	 comparisons of different options or actions in order to choose the one or the combination of options that 
contributes most to the organizational outcomes and to the fulfilment of the organizational purpose;

—	 the simple binary comparison of whether the decision has been executed or not;

—	 comparisons between actual and expected results to assess the effectiveness of the organization 
governance framework in achieving the fulfilment of the organization's purpose at the rate required.

4

﻿
© ISO 2024 – All rights reserved

STANDARDSISO.C
OM : C

lick
 to

 vi
ew

 th
e f

ull
 PDF of

 IS
O 37

00
5:2

02
4

https://standardsiso.com/api/?name=7c6ea795f9700a93ecb57a3bdc39563a


ISO 37005:2024(en)

Indicators are required for information that is material to the comparisons that a governing body is 
making to improve the organization’s effectiveness in meeting its purpose with the available resources. If 
comparisons are being made which include information that is not material, or do not include information 
that is material, there is a possibility that the comparison would lead to a suboptimal decision.

4.4	 Stages in the development and use of indicators

Materiality assessment is a critical step before the selection and use of indicators. A materiality assessment 
is designed to reduce the possibility that suboptimal decisions are being made and increase the opportunity 
to generate insights that inform decisions relating to an organization ś purpose. The decisions to be made by 
a governing body in providing strategic direction as part of Principle 1 of ISO 37000:2021 include considering 
the risk landscape and the material impacts on the context and of the context on the organization. In addition, 
the information that is material depends on that purpose and is a judgement (ISO 37000:2021, 6.8.3.2.1). It 
may change over time.

Once the information that matters has been determined, suitable indicators can be selected to obtain 
relevant measurements. The measures associated with the indicators require a level of accuracy for effective 
monitoring and decision making.

Once indicators have been selected, measurement information can be collected. It is important that the 
measures associated with the indicator be under effective governance to ensure appropriate accuracy, 
completeness and repeatability - and should be verified before formalising use.

5	 A taxonomy of types of indicators

5.1	 Means to ends – inputs to impacts

The main taxonomy for considering indicators that can be used for the decisions in 7.1 is to categorise 
indicators against:

—	 Input indicator/means indicators.

—	 Inputs.

—	 Activity indicators.

—	 Outputs.

—	 Impact indicator/ends indicators.

—	 Organizational outcomes (including well-being outcomes).

—	 Impacts (including impact valuations).

See also structure of a theory of change as illustrated in Figure 3.

For any purpose it defines as its overarching objective, an organization should commit resources to activities 
in the expectation of progress against that purpose. The resources being committed are the inputs. These 
permit the development of activities to achieve the purpose in the way intended. A measure of the activities 
is the outputs. The core subjects that change, which can be both expected and unexpected (or intended 
and unintended) are the organizational outcomes. Changes in those outcomes are impacts. Changes in 
organizational outcomes may cause change in other organizational outcomes.

Where the intentions towards the natural environment, society and the organization’s stakeholders 
are encoded in the organizational purpose, are in line with sustainable development; and the way this 
organizational purpose is intended to be achieved (for example as in Principle 11), reference to ‘impacts’ 
should, by extension, mean changes in aspects of well-being.

If the governing body has articulated an organizational purpose that is not aligned with achieving sustainable 
development, impacts may not help contribute to the well-being of current and future generations. The 

5
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decisions made to achieve the organizational purpose will affect what ultimate value is created and 
destroyed but the decisions should affect people’s well-being irrespective of the quality of this purpose.

An organization that is considering sustainability in its decision-making should examine how its impacts 
lead to changes in aspects of well-being. The set of organizational outcomes that relate to aspects of well-
being are termed ‘well-being outcomes’.

When a governing body needs to make comparisons between options one or more of which is a future 
projection, the choice is informed by the expected impact valuation. The assessment of expected impact 
valuation can be implicit or transparent, informed by the decision maker or by those experiencing the 
impacts.

These expectations are implicit in, for example, Principle 10 on social responsibility requiring that decisions 
are in line with broader social expectations; Principle 11 on viability and performance over time requiring 
consideration of present and future generations; and Principle 6 on stakeholder engagement requiring an 
understanding of the expectations of those affected.

Once the organizational purpose has been determined and the indicators that should be used to assess that 
purpose selected, the organization defines a set of value generation objectives such that they fulfil each 
aspect of the organizational purpose in accordance with the organizational values, the natural environment, 
social and economic context.

For the decisions in 7.1, indicators from this taxonomy permit:

—	 measurement that informs decisions about which purpose to select and how to achieve it, on Principles 
1, 2 and 3 for purpose, value generation and strategy;

—	 measurement of progress against purpose, strategy and the value generation model. They are part of the 
feedback loop to whether the organization’s purpose is aligned with value and whether it has the right 
ends, means or method to achieve its purpose within a timescale.

5.2	 Subjective or objective indicators

A further consideration of type of indicators is whether they are subjective or objective. Objective indicators 
are indicators that have been used in third party measurement where what is being measured can be 
confirmed by reference to an independent source, for example a person’s income, or level of qualifications. 
Environmental and economic information can often be measured using objective indicators. Subjective 
indicators are focused on measuring perceptions, such as a person’s sense of life satisfaction, or a person’s 
confidence that they should get a job. Subjective indicators can involve a person reporting on outcomes that 
they experience.

A combination of objective and subjective indicators may be appropriate to reduce uncertainty to create the 
confidence that the change is happening and is accurately measured.

6	 Using the taxonomy

6.1	 General

Measurement provides information that may prompt decisions to increase the likelihood of achieving the 
organizational purpose. This taxonomy is designed to help taking appropriate levels of risk. One of the 
decisions of the governing body is to determine the approach to measurement and this should include 
decisions, which may be delegated, on:

—	 what to measure;

—	 what types of indicator are required;

—	 which indicators of a particular type to use.

6
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6.2	 Choosing an indicator

The main issue is the identification of a set of outputs, outcomes, impacts and impact valuations, that are 
relevant and significant. If this set is not complete (i.e. consistent with the requirement for information 
to be relevant and significant) information could be missing that would inform the decision or included 
that should not inform the decision. This would increase the possibility that a suboptimal decision could 
be made, irrespective of the choice of indicators and collection of data relating to those indicators. For 
example, if indicators of outputs are used for decisions which require information on impacts, the possibility 
that a suboptimal decision is made increases. This assessment starts with the activities and should cover 
consideration of the potential organizational outcomes that may change because of an activity.

NOTE	 The process for materiality assessment is not covered in the scope of this document.

6.3	 What type of indicators

6.3.1	 General

The taxonomy in Clause  5 reflects both time and causality and is a representation of reality designed to 
support decision making. Reality is complex, non-linear and reiterative. The inevitable simplification of 
reality into methods to support decision making recognises risk in those decisions.

An activity, following decisions made by the governing body for any aspect of the governance framework, 
can lead to many organizational outcomes and there is no definitive list. In addition, a change to an 
organizational outcome can lead to changes to other organizational outcomes (there is a chain of changes) 
and some changes have a feedback effect on others. An objectives hierarchy referred to in 6.1 would start 
with the organizational purpose and the related expected impacts and work backwards identifying mutually 
exclusive and preference independent impacts.

The approach in 7.1 starts from the inputs and the dependencies. Both perspectives should be considered. 
This is shown in Figure 2. Figure 2 shows that the activities lead to organizational outcomes and changes 
in those outcomes lead to other organizational outcomes. The relationships may be non-linear and may 
feedback on earlier outcomes (or other points in the model though these are not shown in the figure). In order 
to make choices between options some consistency in how far these effects are pursued should be required. 
The decision on how far to go is not determined by the level of causality since a) the outcomes where there is 
low causality may relate to the purpose and b) the organization should work with other organizations that 
contribute to a desired impact. This can be achieved by continuing the analysis until identified outcomes are 
mutually exclusive and are aspects of well-being. Figure 3 is included as a commonly used representation of 
the relationship between inputs and outcomes which would be an over-simplification for the purposes of a 
governing body’s decision making.

Figure 2 — Basic theory of change

7
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Key

natural capital

social capital

human capital

well-being outcomes

illustrative potential feedback loop

Figure 3 — Theory of change recognizing complexity of relationships between outcomes

For decision making where a comparison is being made between options, options could include different 
sets of positive and negative organizational outcomes experienced by different people. Choosing the best 
option means comparing different sets of possible impacts. This requires a consistent approach to:

—	 deciding a set of organizational outcomes to be compared;

—	 reducing double counting in the set by including organizational outcomes that contribute to other 
outcomes in the same set;

—	 ensuring preference independence between impacts that are being compared.

As stated in 5.1, when making choices between options it should also be necessary to compare the relative 
expectations of the impacts, both within an option and between options as well as different levels of inputs 
(including dependencies). The process of measuring relative importance is valuation.

Valuation can increase transparency of trade-offs between positive and negative impacts but will not 
resolve them. In some situations, it should be possible to refer to ethical or moral conventions or scientific 
research to determine whether a trade-off should be made by reference to a normative position. In others, 
the governing body should have to come to a conclusion based on the values developed as part of Principle 
1 on purpose and Principle 2 value generation model. Other references in this document to ethical or moral 
conventions should be made by reference to a normative position.

Measurement is necessary but not sufficient for decision making. For example:

—	 to what extent should a decision be made which has negative impacts for some people;

—	 to what extent can positive impacts for some offset negative impacts for others;
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—	 what is being done to reduce negatives and compensate for them.

Once this set has been identified, for example as in Figure 4, it should be possible to select the indicators 
required. Clause 8 considers this choice in the context of the principles of ISO 37000.

Figure 4 — A value chain

6.3.2	 Indicators of impact

Indicators relating to impacts will not be required for all aspects of the governance framework and of 
decisions made by the governing body in establishing, operating and maintaining that framework. Where 
indicators of impact are required, a number of different types of indicator will be necessary covering the 
areas set out in Table 1.

Table 1 — Types of indicators required to measure impact

Stakeholders and characteristics An indicator for the number of people with specific char-
acteristics expected to experience the change

Baseline, organizational outcome threshold, change and 
duration

An indicator for measuring change in the organizational 
outcome at different points in time for the stakeholders’ 
expected duration of the outcome

Thresholds and allocations An indicator for the level of impact, including the organ-
ization's share of societal or environmental needs, above 
which the change is considered positive

Causation and attribution Indicators depending on the approach used to assess 
causation and attribution. Causality is the contribution 
of one event, process, state, or object (a cause) to the pro-
duction of another event, process, state, or object. Attri-
bution is the assessment of the extent to which one event, 
process, state, or object (a cause) has contributed to the 
production of another event, process, state, or object.

Valuation An indicator for the relative importance of the impacts
Risk appetites and tolerances Indicators of the level of risk

6.4	 Characteristics of an indicator

6.4.1	 General

A commonly used set of requirements for indicators is that they should be SMART. SMART is an acronym but 
is used in different ways, for example to cover:

—	 Specific;

—	 Measurable;

—	 Attainable;

—	 Relevant;

—	 Timebound.
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Alternatives, which include issues relating to the use of indicators rather than an indicator, include:

—	 Appropriate, attributable, assignable, agreed, action-oriented, ambitious, aligned with corporate goals;

—	 Realistic, reliable, resourced, results orientated, reasonable;

—	 Trackable, time-based, time-oriented, timely, testable.

In the context of governing bodies use of indicators for decision-making, the initial above list has been 
supplemented with two of these, timely and assurable.

6.4.2	 Assurable

One aspect of the oversight principle relates to assurance. The level of assurance required should depend 
on the scale of the decision and its consequences for the organization and its stakeholders. Above a level 
determined by the governing body, independent and impartial assessment of the indicators should be 
required.

6.4.3	 Timely

The information that should be collected using an indicator should be available in time for the decision or 
assessment to be made.

6.4.4	 Comparisons

Whether being used for decision making or being used to assess effectiveness, indicators are being used to 
make comparisons. They should therefore allow for:

—	 trend analysis and forecasting to compare performance over time;

—	 comparisons between stakeholders by relevance;

—	 control strengths.

Selecting indicators to achieve an acceptable level of risk may require more than one indicator.

6.5	 Risks arising from indicator selection and use

6.5.1	 General

Principle 9 on risk in ISO 37000:2021, sets out the approach to governing risk and is consistent with 
ISO 31000:2018. Where a governing body is considering the implications of principles, for example Principle 
10 on social responsibility and Principle 11 on viability and performance over time, the risk includes the 
uncertainty relating to consequences for people affected in the pursuit of an organizational purpose. The 
level of accuracy required in an indicator here should be set by reference to the governing body’s risk 
appetite which should be set considering stakeholder ś risk tolerance. ISO 37000 and ISO 31000 provide 
guidance on determining an acceptable level of risk.

6.5.2	 Unintended consequences

Governing bodies should also be aware of the potential unintended consequences inherent in measurement. 
These arise from cognitive as well as technical issues but include:

—	 focusing on the indicator and not the objective (Goodhart’s law states that when a measure becomes a 
target it ceases to be a good measure as performance is pursued irrespective of consequences);

—	 overfocusing on existing indicators and not being open to change where necessary;

—	 missing or not taking relevant contextual information into account alongside measurement;

—	 using indicators of something that can be measured rather than what needs to be measured;
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—	 gaming measurement to inflate achievement;

—	 an indicator is just an indicator and should be interpreted.

The risk is that the governing body chooses an option that is sub optimal, i.e. another option would have 
been more effective. This risk is determined by a number of factors, including: use of indicators that do not 
adequately indicate a change in what is being measured; inaccurate measurement using selected indicators; 
and incomplete assessment of what should be measured. The governing body will need to consider an 
appropriate level of risk for its decisions consistent with Principle 9 on risk in ISO 37000:2021 and set out 
the approach to governing risk consistent with ISO 31000:2018. Where a governing body is considering the 
implications of principles, for example Principle 10 on social responsibility and Principle 11 on viability and 
performance over time, the risk includes the uncertainty relating to consequences for people affected in the 
pursuit of an organizational purpose. In this case the appropriate level of risk should be set by reference to 
the level of risk that is acceptable to stakeholders.

6.5.3	 Lack of accountability

Where those experiencing the consequences of decisions cannot hold the organization to account, or only 
with difficulty, the organization might not make decisions reflecting that accountability (Principle 5). 
Therefore, there is an increased chance that the organization does not measure those consequences or does 
not use indicators that are relevant to decisions to change those consequences.

6.5.4	 Non-alignment of purpose and sustainability

There is a potential difference between the impacts arising from pursuit of an organizational purpose (the 
ends) and the impacts arising from an organization’s operations (which are then the means by which those 
ends are being met). These could be impacts relating to either ethical or moral conventions in Principle 10 
on Social responsibility or Principle 11 on Viability and performance over time.

Where the organizational purpose does not relate to sustainability and the impact is assessed in relation to 
other organizational outcomes there could be risks when making decisions between options where there is 
a mix of two types of outcomes. This is shown in Figure 5.

Figure 5 — Mixing types of organizational outcome as basis for selection of indicators

6.5.5	 Selecting indicators to measure against purpose or to measure effectiveness

Where the results of an action can be predicted with a high degree of confidence, it would be possible to use 
indicators of the activity (outputs) rather than the impacts. This may be sufficient to argue that the activities 
contribute to the organization's purpose. However, this would not allow a choice to be made between options 
which had different activities with the same organizational outcomes. This is because the level of outputs 
does not indicate the level of impact (3.8). The option with the higher output may have a lower impact.

EXAMPLE	 In a training programme to increase skills, one option trains 20 people, the other trains 15. The number 
of people expected to gain the skills is 10 in option 1 but all 15 in option 2. The best option is option 2 but if the choice 
is made based on outputs, the first option would be chosen.
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6.5.6	 Indicators of the method used to achieve the organization’s purpose

Indicators can also be used to measure the process being followed that is expected to contribute to meeting 
the purpose. Changes to processes should lead to changes to the impacts. Assessment of the effectiveness of 
methods depends on measurement of both process and impacts.

Where the results of an action can be predicted with a high degree of confidence, it would be possible to 
measure the outputs, using output indicators rather than measuring the impacts using impact indicators. 
This approach may be sufficient to indicate that the activities contribute to the organization's purpose 
but may not be sufficient to support a choice between different activities that the same organizational 
outcomes but have different changes in those outcomes and therefore which option will be most effective in 
contributing to the organizational purpose.

6.5.7	 Too much information

The number of indicators now being used in different levels of governance and decision making can become 
overwhelming, could not necessarily be reflected in board reports and may become a barrier. One solution is 
to develop a process for aggregating changes in what has been measured, retaining the underlying detail if 
required. The value chain in Figure 2 provides a means of controlling the number of indicators for different 
levels of decision making and ensuring that the governing body can focus on decisions relating to purpose, 
strategy and value generation and related indicators.

7	 Selection of indicators by governing bodies using ISO 37000:2021

7.1	 General

Figure 6 shows the relationship between the value chain in Figure 2 and the principles of ISO 37000.

Figure 6 — Illustrating link between the theory of change and the integrated governance principles 
of ISO 37000
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7.2	 Aspects related to decision making

In the context of the types of decisions being made by the governing body in choosing between options, the 
principles in ISO 37000:2021 can be considered in three main groups:

—	 those relating to deciding what to do and when to do it by: Principles 1 on purpose, 2 on value generation 
and 3 on strategy;

—	 those related to whether this is working: Principles 4 on oversight, 5 on accountability, 6 on stakeholder 
engagement, 7 on leadership, 8 on data and decisions and 9 on risk governance;

—	 those referring to the systems within which the organization operates: Principles 10 on social 
responsibility and 11 on viability and performance over time.

ISO 37000 sets out key area of practices for each principle with guidelines related to specific processes or 
activities for each principle. For example, Principle 1 on purpose requires decisions to:

—	 define the organizational purpose;

—	 define the organizational values;

—	 commit to the purpose and values.

For example, in selecting one purpose over another, the governing body should require information to make 
a comparison. In comparing options for an organizational purpose, there will need to be a measure that 
would permit a comparison of the value under each option to inform the governing body's decision.

Table 2 suggests indicator types for the decisions in each principle.

Table 2 — Links between principles, decision sets and indicator type

Principle according ISO 
37000:2021

Decision set Indicator type

6.1 Purpose 6.1.3.2 Define the organizational 
purpose

Impact valuation

  6.1.3.3 Define the organizational 
values

Output

  6.1.3.4 Commit to purpose and values Output
6.2 Value generation 6.2.3.2 Define value Impact valuation and inputs
  6.2.3.3 Create value Impact valuation and inputs
  6.2.3.4 Deliver value Impact valuation and inputs
  6.2.3.5 Sustain value Impact valuation and inputs
6.3 Strategy - strategic direction 6.3.3.1.1 Set strategic organizational 

outcomes
Impact valuation and inputs

  6.3.3.1.2 Establish governance poli-
cies

Output

6.3 Strategy – engage 6.3.3.2.1 Engage with strategic plan-
ning

Output

  6.3.3.2.2 Steer the strategy Impact valuation
6.4 Oversight 6.4.3.2 Oversee performance Impact valuation

Inputs
Lessons from activities (3.4), outputs 
(3.5) and impact (3.9)

  6.4.3.3 Obtain assurance Impacts
Inputs

6.5 Accountability 6.5.3.2 Demonstrate accountability Impacts
Inputs
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Principle according ISO 
37000:2021

Decision set Indicator type

  6.5.3.3 Hold to account Outputs
6.6 Stakeholder engagement Determine approach to stakeholder 

engagement and response
Impacts
Inputs

6.7 Leadership 6.7.3.2 Demonstrate effective leader-
ship

Impacts

  6.7.3.3 Ensure ethical leadership Output
  6.7.3.4 Reconcile dilemmas Impact valuation
6.8 Data and decisions 6.8.3.2.1 Ensure effective deci-

sion-making within the governing 
body

Impact valuation
Inputs

  6.8.3.2.2 Ensure effective deci-
sion-making throughout the organi-
zation

Impact valuation
Inputs

  6.8.3.3 Recognize data as a strategic 
resource

Impact options
Input options

  6.8.3.4 Ensure responsible data use Outputs
6.9 Risk governance 6.9.3.2 Set the tone for the manage-

ment of risk (3.11)
Impact valuation scenarios

  6.9.3.3 Practice effective risk (3.11) 
management

Impact valuation scenarios

  6.9.3.4 Oversee risk (3.11) manage-
ment

Outputs

6.10 Social responsibility a) ensure that the expectations of 
stakeholders are clearly understood; 
this includes continually engaging 
relevant stakeholders through an 
engagement process and a highly 
developed approach to accountability 
(see 6.5);

Impact valuation scenarios

  b) ensure that issues and opportuni-
ties affecting stakeholder expecta-
tions are identified and articulated 
(see 6.9);

Impact valuation

  c) ensure that the organizational 
purpose expresses the organization’s 
approach to stakeholders;

Output

  d) engage with all relevant stakehold-
ers when determining and review-
ing the organizational values and 
promote the organizational values to 
stakeholders;

Output

  e) engage with all relevant stakehold-
ers when establishing and reviewing 
governance policies;

Output

  f) steer the organization such that its 
decision-making and activities (3.4) 
are consistent with the organization-
al purpose, organizational values 
and governance policies, including 
considering how stakeholders can 
report a breach in behaviour (e.g. via 
whistleblowing);

Output

Table 2 (continued)Table 2 (continued)
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