Why internal audit needs chaordic leadership

Leadership is traditionally based on models of control through hierarchy and culture. Managing employees
through compelled behaviour. It is such a fundamental element of organisational design that is rarely
recognised let alone challenged. Everyone accepts it as normal and yet internal auditors see some of its
dysfunctional aspects on a regular basis when employees repeatedly do a task that is inefficient or
ineffective because ‘it’s not my place to ask why’ or ‘I do what I am told to do’.
There is a different model worthy of consideration - chaordic leadership. It is not a new concept but one that
has potential for internal audit as it is rooted in relationship management.
It creates a sense of shared purpose and in doing so redefines the responsibilities of leaders; managing
self, managing those who have authority over you (audit committee chair), managing peers (executives) and
managing those over whom you have authority (internal auditors).
Why is it not mainstream you ask? Good question. Perhaps because it is not easy to implement. It requires
leaders to change their mindset, values and leave ego at the door.
Are you open minded enough to challenge your way of thinking?
At first glance a murmur of starlings appears chaotic, then when the patterns emerge one looks for the lead
bird signalling the movement yet there is no leader. It is a phenomenon known as scale-free correlation with
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flock movement governed by all the birds, each taking cues from those nearest to it.
Could an organisation or internal audit function operate in a similar way?
This thought leadership piece takes the concept of chaordic leadership and challenges you to think about
how it could be applied in your function.

Chaordic not chaotic
Chaordic leadership is not about chaos. It sits at the heart of one of the largest, most successful
organisations and, Whilst familiar to everyone, it is hardly ever talked about.
Dee Hock, founder and first CEO
of the Visa credit card
association, developed chaordic
leadership. His book, One from
Many: VISA and the Rise of
Chaordic Organization is available
to read online at United Diversity.
Chaordic leadership is the sweet
spot between destructive chaos
and micro control that creates a
structure where people can be
effective without stifling creativity,
the emergence of new ideas and
new ways of doing things.
Reflect for a moment on a group activity you have observed (pre Covid-19!) such as a theatre play, a
football or rugby game, an orchestral performance or that of a ballet corp. They all have one thing in
common: they transcend the ability of individuals; the sum of the whole is greater than the sum of the parts. It
is often difficult for a producer, conductor or sports coach to explain exactly how it was possible - it arises
from the relationships and interaction of those involved.
Chaord (the form of an organisation that brings just enough order to flow through chaos) aims to create the
working environment to achieve these relationships and interactions. Visa was an early archetype of such
an organisation.
In the forward of Hock’s book, Peter Senge, well-known for writing about organisational theory commented
that “if you are a journalist interested in the latest tale of business heroes or antiheroes, Visa is the sleepy
Midwest town of your profession. But, if you are interested in radical innovations in enterprise design that
undermine the concentration of power in the hands of a few and enable continuous business innovation,
creativity, and growth, you will regard Visa as the one of the most important organizations of the second half
of the last century.”
It is not about abandoning control but using control wisely, when necessary not for the sake of it. As audit
leaders this approach fits well with reducing the burden on your organisation of inappropriate or obsolete
controls.
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It is worth remembering that some controls are part of the technical role of leaders not leadership in a
holistic sense. An example within internal audit is the mandatory requirement for a robust quality assurance
and improvement programme (QAIP). It can be resource intensive and demonstrates how personal
accountability and control operate effectively together. As audit leaders you know that reviewing good
quality work where an internal auditor has taken ownership of their work takes little time and elevates from
an administrative task to a meaningful discussion.
Chaordic leaders work hard to remove the barriers that do not support a thriving chaord.

Developing a chaordic organisation
As an audit leader you may not be in a position to redesign the structure of your organisation.
But you do have authority over the
structure of your internal audit activity.
Read on to learn how to enable
intelligent, qualified internal auditors to
self-organise, develop and flourish.
Creating a chaordic way of working is
like converting granny’s old house that
she hadn’t decorated since the 1950’s
into a contemporary home. It requires
ruthless clearing of the old to start anew
with a fresh vision and mindset.
It is made up of seven elements that
offer a different perspective or lens to
look through when conceptualising the
new organisation (or internal audit
activity). Thinking begins with purpose,
then moves into principles, people and
concepts only when these are in place
is structure and practice determined.
Developing a chaordic organisation is not easy setting aside long held views and beliefs. It is organic and
iterative not linear; rather than perfection each part of the process only needs to provide sufficient clarity to
obtain agreement to proceed. When looking through a particular “lens” it helps to refine and improve the
previous and following process step.
Some of the constructs within the process steps are familiar; the overall aim is one of empowerment for
individuals, it facilitates adaption and encourages stakeholder management.
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Four leadership responsibilities
In a chaordic organisation or function, leaders are trustees of the purpose, they are part of an iterative
process, their role is not about command and control.
This should be a familiar concept to audit leaders.
You are all trustees of the internal audit profession; the Code sets out principles and the IPPF Standards are
descriptive not prescriptive.

Audit leaders are busy people, much of their time is spent advising, assessing, observing and evaluating.
Be honest - how much time do you spend on yourself?
Very little?
Would you like to flip the balance?
Management or leadership is invariably viewed as exercise of authority; recruitment, motivating, training,
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developing, appraising, organising, directing and managing employees.
Think about all the measures in place that compel (control) behaviours, not only of employees in general but
of your internal auditors too. You will no doubt have introduced some of them.
This mindset is discarded in a chaordic internal audit activity and replaced with new priorities.

Manage self
The primary responsibility of an audit leader is to manage self: integrity, character, ethics, knowledge,
wisdom, temperament, words and actions. Credibility and the ability to engender trust are paramount to a
chief audit executive, two qualities that require nurturing and effort.
Rarely do people spend 50% of their time managing themselves.
It is not an easy task.
It is generally much harder to manage oneself than to prescribe how others should behave; hence the old
adage do as I say not as I do.
Without management of self, those in positions of authority are a potential threat to the success of an
organisation, department or team due to the example they set, activities they endorse and suppression of
innovation.

Manage those who have authority over you
You will undoubtedly know the value of managing upwards.
Chaordic leaders dedicate 25% of their time to managing their bosses, regulators and others.
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These are an important group of stakeholders, without their consent and support it is not possible to put into
effect your strategy, plans and ways of working. Managing your audit committee chair enables you to
exercise judgement, achieve results and create an innovative, proactive working environment.
The Institute’s Internal Audit in Lockdown report identified that 10% of respondents had no engagement with
their audit committee chair during the first national lockdown, 55% were in touch monthly, 21% weekly and
1.5% daily.
What does your engagement look like?
How much quality time do you spend with your boss?

Manage peers
The third responsibility is one that audit leaders will be familiar with; peers, including those external to the
organisation.
Gaining the respect and confidence of this stakeholder group is essential to effect positive change when
sharing internal audit findings. The energy that is invested in understanding and managing key players within
this group heavily influences the environment within which one operates. It can convert otherwise hostile
encounters into constructive and positive ones, improving the well-being of all parties.
Think about the past week – did you spend a fifth of your time managing peers?

Managing those over whom you have authority
Finally, the last responsibility of all is to those being directly managed.
Once the chaordic process is in place and talented, self-motivated individuals are recruited, leaders can be
free of the need to micromanage and control activities. It is about creating an environment where
empowerment is genuinely possible with clear boundaries of behaviour (principles) and an absence of fear.
You actually only need two hours a week managing your team.
Can you see chaordic potential?

True leadership is not about authority
As with empowerment theory, chaordic organisations are about self-management.
The difference is that the chaordic process changes the environment, providing clear direction and
boundaries within which individuals can then freely operate.
In an organisation where everyone manages themselves first and then others there is a much higher
likelihood of managing change, disruption, crises in a constructive and adaptive fashion. Individuals do not
need to wait for instruction, they take personal responsibility having committed to the purpose not the
process by which to achieve it.
It is not possible to manage those who have authority over us or those over whom we have no authority. It is
about understanding, persuading, motivating, influencing, demonstrating, showing, challenging, forgiving
and accepting them.
True leadership is not about authority.
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True leadership is about overcoming the obstacles within an organisation that try to prevent you as an audit
leader from using your energy, ability and creativity.

Closing thoughts
This is a new way of thinking about familiar constructs, all four responsibilities are things you do today as an
audit leader, it is possibly just the percentages that differ. While the thought of embarking on a programme
of change with so much uncertainty and disruption in the wider environment may feel daunting, consider for a
moment, that this might just be the solution to do more with less by refocusing on the purpose and principles
to ensure relevance of your internal audit function.
"Given the right circumstances, from no more than dreams, determination, and the liberty to try, quite
ordinary people consistently do extraordinary things."

Dee Hock, founder and first CEO of the Visa credit card association
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