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Abstract

Background: Corporate governance is evolving and shifting, becoming more outcome-focused to address a more complex and uncertain world, rooted in ethics, accountability and integrated thinking. However, governance is complex, so there needs to be an approach to governance observation that manages this paradox.

Objectives: This article proposed a pragmatic and innovative model that represents and makes the complex nature of governance accessible to boards, policymakers and regulators.

Method: This exploratory and developmental article followed the stages of literature review, conceptual design, model development and visualisation.

Results: Corporate governance is shifting as the modern world moves towards greater uncertainty and unpredictability, and along with this, corporate failure is not abating. The science of complexity has been proposed as an approach to observe and enhance understanding of complex systems, and some authors have connected the fields of governance and complexity. A new governance model (GOVIndicia®) was conceptually designed, constructed and visualised. The model proposed three core domains represented by a Venn diagram: culture, decision-making and implementation and oversight. The model inferred functional operation in both a cyclical and interconnected action. The three domains each had three categories, and each of those three indices made 27 indices overall.

Conclusion: The critical importance of governance is clear, and yet corporate failures keep occurring. Modern governance is operating in an increasingly complex environment, and governance itself is a complex system and should be modelled as such.

Contribution: The complexity governance model proposed supports boards and their organisations, as well as policymakers and regulators.
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Introduction

Corporate governance failures, along with other regulatory issues, have been identified by regulators around the world (Cole, 2021). There is much discussion and wide-ranging views over how governance assessments and board evaluations should be conducted to ensure good governance. One of the reasons for this is that governance, the act of governing, is not just a compliance exercise but is also a performance one that involves human interaction, discussion, decision-making and oversight. Therefore, with a key influencer of governance quality being culture and its inherent complexity, how to approach these assessments is a key challenge for regulators and organisations alike.

This study investigated the complexity of governance and how, by modelling governance through this lens, it might enhance the nature and validity of these reviews and improve the quality of governance practice. It emphasises the importance of endeavouring to reverse the current entropy of governance towards a linear compliance system and how this entropy might be reversed and embraced using the science of complexity.

Corporate governance

Corporate governance has become a mainstay within many of our business, economic and social systems; its purpose is to ensure a stable and ethical foundation upon which economies and society can rely. While its purpose might be clear, its nature is perhaps more difficult to determine. As with many constructs, to embed these into societal and business processes, they have been woven into legislation, regulations and codes of practice, and although this may seem to be appropriate, the nature of governance that is emerging suggests that this may not be the best way to nurture and embed good governance and ethical decision-making into organisations. Corporate governance was used as a field of reference because it most closely models the human activity of governing, which the proposed model addresses.

Many jurisdictions around the world have introduced codes of corporate governance, and these are applicable to different sectors and organisations, such as corporate, charitable and sporting (Walters & Tacon, 2018). Within these corporate governance code frameworks, there are expectations for organisations to measure and monitor the effectiveness of their governance systems through internal and external board and governance effectiveness reviews. These reviews have generally approached these assessments by adopting their respective regulatory frameworks and making assessments, using traditional linear dynamics and thinking, to observe and measure the compliance of an organisation against such frameworks.

This ignores the nature of governance altogether. With modern governance frameworks, such as ISO37000 (ISO, 2022) and King V (Draft) (King, 2025), suggesting a more outcomes-based approach to governance codification, and with modern scientific inquiry utilising interdisciplinary and transdisciplinary methodologies, such as complexity science (complexity), there is an urgent need to reimagine how we conduct governance reviews, especially in light of continued high-profile and high-impact governance failings. We must do better.

Governance and board evaluations

Many regulated organisations, such as those in the financial services, charities and governmental bodies, are expected to align themselves with governance frameworks or codes. Many are also obligated to assess, on a regular basis, their compliance with these frameworks, alongside their board effectiveness.

Board evaluations and governance effectiveness reviews have become common practice in most boardrooms and are considered by many to be essential for organisations aiming to enhance their operational performance and accountability (Kiel & Nicholson, 2005). These evaluations provide a structured framework for assessing the collective and individual effectiveness of board members, thereby identifying areas for improvement and development in decision-making, risk management and overall governance practice (Nicholson & Kiel, 2004).

Regular evaluations foster a culture of accountability, ensuring that board members are aware of their responsibilities and the impact of their decisions on the organisation’s objectives and purpose (World Bank, 2009). This proactive approach not only strengthens corporate governance but also enhances stakeholder trust and engagement, which are critical for long-term success in today’s competitive environment.

Regulatory bodies are increasingly emphasising the importance of not just compliance with existing regulations but also the performance and cultural dynamics of boards. The Financial Reporting Council (2024) has highlighted that effective governance goes beyond mere adherence to rules; it encompasses the ability of boards to adapt to changing business landscapes and stakeholder expectations. This shift reflects a broader recognition that strong governance is linked to organisational resilience and performance, prompting regulators and others (Klemash et al., 2018) to advocate for comprehensive evaluations that assess both quantitative outcomes and qualitative aspects, such as board culture and dynamics.

As organisations navigate this evolving regulatory landscape, the expectation is clear: boards must engage in meaningful self-assessments that drive continuous improvement (Kiel et al., 2018). This includes evaluating how well they fulfil their roles in overseeing management, addressing emerging risks and maintaining alignment with stakeholder interests. By adopting robust evaluation processes, boards can not only comply with regulatory demands but also position themselves as leaders in governance practice, ultimately enhancing their effectiveness and contributing to sustainable organisational growth and environmental sustainability (Kiel & Beck, 2018; Soininen et al., 2025).

Corporate governance is shifting

With modern corporate governance moving into its postmodern (CoSteer, 2022) era and with its theory and practice developing to cope with climate change and other social pressures (Abson et al., 2017; Boyd et al., 2015; Dietz et al., 2003; Geels, 2004), it is clear that corporate governance is having to adapt to support organisations in navigating these crises. Therefore, it appears we find governance often ill-defined and somewhat troublesome (CoSteer, 2022). Recently, regulators, international organisations and academics (Cuomo et al., 2016; Financial Times, 2022; Nordberg & McNulty, 2013; Sjåfjell, 2017; Tacon & Walters, 2021) around the world have recognised that current codification is adding little to resolve corporate failures, board performance challenges and corporate ethical issues.

Much of the focus of early corporate governance codes around the world (Shleifer & Vishny, 1997) was to negate the ‘agency problem’ identified by Meckling and Jensen (1976) (CoSteer, 2022). Fully negating or de-risking this ‘agency problem’, however, is a challenge, and other theories of corporate governance, such as Stewardship (Davis et al., 1997), considered this problem to be more human. Ghoshal and Bartlett (1994), along with Freeman (1994), pushed forward ‘organisational purpose’ and suggested that it could be the driver of effective strategic management. They noted a shift from the ‘old doctrine of strategy, structure and systems’ to ‘a softer, more organic model built on the development of purpose, process and people’. They argued that the principal responsibility of the board is not solely to develop strategy but to instil a unified sense of ‘purpose’ across and through an organisation. This theme around purpose and the role of culture has been developed by recent corporate governance codes such as ISO37000, King V and the United Kingdom (UK) Corporate Governance Code.

Governance into complexity

There are clear expectations, therefore, that boards explore the interconnections between organisational culture, the quality and ethics of decision-making and the operational efficacy and performance of their organisations, not just tick the proverbial box of code compliance (CoSteer, 2022). If organisations are but a group of humans gathered around a common purpose or goal, it would be understandable to presume that the arrangement and operation of that system would be predominantly linear. However, the governance of an organisation has been determined by many as a ‘complex’ system (Stacey, 2003; eds. Teisman et al., 2009) and, therefore, as explained below, it is inconceivable that a linear approach to its measurement and understanding be warranted, but this is largely what we see in the literature and in the practice of board and governance evaluations.

Linear approaches to solving complex problems have been shown to be ineffective (Mateos et al., 2002), and in the early 1970s, interdisciplinary research began to emerge. Whitney and colleagues (2015) describe it as ‘[where] … representatives from different disciplines confronted problem complexes together to solve them collaboratively’. Complexity and other systems approaches were born out of the need to develop solutions that were more interdisciplinary in nature and embraced the nonlinearity of systems. Complexity is a science that endeavours, amongst other aims, to unify frameworks across disciplines in a bid to understand a system or behaviour which previously has been very difficult to predict. There is a developing branch of complexity that specifically looks at governance, Complex System Governance (CSG), and Keating and Katina (2016) noted that there is a paucity of research in this area and nothing of rigorous depth (CoSteer, 2022).

This article reviewed recent developments in the field of corporate governance, theories around the science of complexity and how, by approaching governance through the lens of complexity, it might be possible to significantly improve our understanding of what makes good governance in practice. It proposed a model that can observe governance to better understand how different attributes of organisational factors, such as leadership quality, operational efficacy, decision-making and culture, have influence on each other and on overall organisation and board governance. If governance can be modelled as a complex system, how should governance and board assessments and evaluations adapt in order to then approach this issue?

In order to address the deficiencies of codification, the shifting sands of governance theories and the progress of the measurement and assessment of both governance and boards, a nonlinear emergent (complexity) approach to these evaluations needs to be created and conducted.

Research methods and design

This study employed recognised methods to conceptualise, design and visualise a new systems dynamics model of governance. The process of designing this new theoretical model required defining the problem and grounding the work in existing theories. This included identifying gaps and justifying the need for a new model by reviewing the relevant literature and understanding the system context (Jaccard & Jacoby, 2009). A conceptual core framework was then developed, which involved defining key constructs enriched by stakeholder input and qualitative insights to align theory with practice.

Lave and March (1975) highlight that a methodological approach to designing a model for social systems involves defining the problem and grounding it in existing theory to frame the system in context. This includes identifying key concepts and relationships relevant to the system and understanding the complex environment within which it operates.

The model development then entailed an iterative process of hypothesis generation, formalising constructs and selecting appropriate methods and visualisation to articulate causal and systemic linkages within the system model, close to that proposed by Sevaldson (2022) in systems-orientated design.

Appropriate methodologies were selected, including an extensive review of the literature, the identification of current issues and consideration of complexity and systems dynamics modelling as a solution.

Results

The discussion of results of this study is presented in four review sections considering the challenge of observing and measuring governance; complexity theory, social systems and modelling; the complexity of governance; and the Complexity Governance Model (GOVIndicia®).

The challenge of observing and measuring governance

Modern corporate governance, which probably emerged from the Financial Aspects of Corporate Governance, forever after known as the Cadbury Committee, in May 1991, is perhaps moving into its postmodern era. The Organisation for Economic Co-operation and Development’s (OECD) definition of governance is aligned with the one presented in the Cadbury Report, where governance is defined as the system and way organisations are both controlled and directed (Shah et al., 1992 [Cadbury Report]). The OECD goes on to describe the purpose of corporate governance as the creation of an environment characterised by trust, transparency and accountability and that this is essential for promoting long-term investment, ensuring financial stability and maintaining business integrity (OECD, 2023).

Many theories of what facilitates ‘good’ governance, such as stewardship, have emerged within the sphere of corporate governance, illustrating that governance is shifting, often ill-defined and somewhat troublesome to define and measure. As noted, regulators, international organisations and academics have been recognising that current codification is adding little to resolve corporate failures and corporate ethical issues. Regulators are also beginning to consider and place importance on purpose and values (Tassopoulou & Bert, 2019). Purpose has become increasingly used and connected not just with organisational performance but with governance. This was made most visually clear in the publication of the International Organisation for Standardisation’s (ISO) Guidance on Organisational Governance (ISO 37000) in 2022. In this model of governance, purpose sits at the core.

Governance has also been suggested to be inherently very difficult to measure (Tipurić et al., 2014), and the codification of corporate governance has also led organisations to slide towards a ‘tick box’ approach, despite the requirements for ‘comply or explain’ statements in certain countries (CoSteer, 2022). The measures that do exist are simply not enough, and, in fact, do not really get at the heart of the question, ‘how well are both the organisation, and the people within the organisation, “being steered” and how well are they “steering”?’.

Most measures of corporate governance focus on compliance-related issues, and numerous rating models also seem to focus on the inputs of governance, such as the composition of boards and the separation of the Chief Executive Officer and Chairperson roles and diversity (Argüden, 2010). All admirable; however, he argues that these measures simply do not pay sufficient attention to the quality of information or decision-making processes, nor do they link the effectiveness of governance to output measures such as the brand image, employee and customer satisfaction indices, or profitability and value creation.

The measurement and assessment of governance is deeply complex and is perhaps like culture, intangible; however, this does not mean it is not important. As the Financial Reporting Council (2020), in their Review of Corporate Governance Reporting, November 2020, suggest, there is a need for better assessment and monitoring of culture, including the consideration of methods and metrics used.

Complexity theory, social systems and modelling

Introduction to complexity theory

Complexity, as a science, first emerged in the late 1940s, although it has been studied by humanity for 1000s of years (Castellani & Gerrits, 2024). The term ‘complexity’ is rooted in the Greek word plektös, which means woven together. Historically, the concepts of simplicity and complexity have been linked to perceived ease or difficulty of understanding (Flood & Carson, 2013). Such interpretations, however, are inherently subjective and vary according to individual perception.

‘Complexity’ describes a phenomenon whose interconnected nature surpasses the explanatory scope of mechanistic or linear models. While certain individual elements may be understood in isolation, the behaviour of larger and more intricately related systems requires a focus on emergent patterns, learning, innovation and adaptive processes (The Santa Fe Group, 1996).

The principles governing the emergence of both knower and known, the boundedly rational yet optimally complex biological and social agents, form the foundation of complexity science (Kauffman, 1991). This body of thought contends that the fragile coherence and stability of biological and social systems are precarious and vulnerable to sudden disruptions or phase transitions. Systems positioned at the edge of these thresholds, sometimes referred to as the edge of chaos, serve as paradigmatic expressions of adaptive order (Kauffman, 1991). That said, systems do find positions of stability, the defining characteristic being that complex systems can be disrupted (go through a phase transition of exponential change) with relatively small disrupters.

The study of the behaviour of collectives, like groups of people and organisations, in terms of how they structure themselves and their dynamics is endowed innately with the potential to evolve over time; they remain emergent (Coveney & Highfield, 1996).

A common understanding around the definition of complexity (Gleick, 1989; Parker & Stacey, 1994; Stacey, 1996; Wilding, 1998) highlights that complex behaviours occur in different kinds of systems, such as biological, ecological, economic and social, encompassing chaos because of its nonlinearity. Chaotic dynamics are evident in business environments, where system sensitivity and nonlinear relationships can separate causes and their effects across time and space. Such conditions render future outcomes inherently uncertain, posing substantial challenges for organisational decision-making and strategy, and therefore governance (Mena, 2003).

Complexity and modelling

Complexity theory offers a conceptual foundation and methodological rubric for applying study through disciplines, such as both traditional, agent-based modelling and systems dynamics, to understand complex environments.

Traditional modelling: Traditional modelling often relies on linear, reductionist approaches that emphasise equilibrium and predictability. It typically adopts linear and reductionist assumptions, focusing on aggregated patterns and controllable structures to explain organisational outcomes (Hoogervorst, 2009).

Complexity theory, however, uses traditional modelling approaches, such as formal system models and information theory, to develop understandings of systems by capturing their interconnected components and dynamic behaviours (Varley, 2023). These models provide frameworks to represent complex systems’ emergent properties and interactions. By integrating various data sources and managing uncertainty, traditional modelling helps to bridge metaphorical descriptions and precise representations, supporting better insights into systemic complexity and decision-making (Batty & Torrens, 2001). Traditional models offer a structured way to explore complex systems beyond linear causality.

Agent-based modelling: In agent-based modelling, a system can be understood as an assemblage of autonomous agents (these could be individuals, organisations or systems within systems) that interact with one another and with their environment (Janssen, 2005; Chu et al., 2003). Each agent functions as an independent decision-maker, adapting its behaviour to internal environmental conditions and the actions of other agents within the system in accordance with specified rules. Inevitably, these dynamics can extend beyond the explicit boundaries of the model. Agent-based modelling generally does not incorporate open systems for this reason, as they exchange energy, matter or information with an external environment. Agent-based modelling focuses on the internal dynamics within a system, simulating the behaviours and interactions of individual agents, rather than the system’s interactions with the external world (Deguchi, 2011).

Agent-based models can therefore be used to understand closed complex systems that evolve under conditions far from equilibrium and are shaped by historical trajectories. They consist of numerous interacting agents, whose relationships with each other are dynamic, nonlinear and often localised (Bonabeau, 2002). Individual agents typically lack awareness of the overall system behaviour, while their interactions generate both reinforcing and balancing feedback loops, giving rise to emergent properties and adaptive dynamics within the system (Maguire et al., 2006).

System dynamics modelling: System dynamics modelling is a prominent technique within the complexity theory framework used to understand systems and their interactions by capturing feedback loops, delays and nonlinear relationships (Bala et al., 2017; Sterman, 2002). It enables simulation of system behaviour over time, linking structure to dynamic outcomes, which helps in identifying leverage points and testing scenarios for better decision-making. System dynamics modelling treats systems as a whole rather than isolated parts, emphasising interdependencies and adaptation. This approach supports the exploration of emergent properties and dynamic complexity in social, environmental and organisational contexts (Coyle, 1997; Sterman, 2002).

Complexity and social systems

Much of the complexity research has been in physical and biological systems, although there is a growing body of research in social systems (Kauffman, 2022; Sawyer, 2005). Generally, the difference identified is that of independent free will, which is not generally present in biological and physical systems. It has been suggested that purposeful elements and adaptive responses, such as those used in biological systems, can also be extended to social organisations, with complexity theory providing a framework that accommodates free will (ed. Kane, 2011).

The concept of free will implies that conscious beings possess sufficient autonomy from physical constraints to intentionally shape future outcomes through goal-directed action, a form of intrinsic intentionality that is unique solely to conscious organisms (Shepherd, 2012). Therefore, organisations, which are groups of humans with free will, cannot be reduced to transformation processes or control systems; their survival requires mechanisms for interpreting ambiguity and generating meaning and direction for participants (Kauffman, 1995). Organisations are human and therefore ‘meaning’ systems; this distinguishes them from lower level biological systems (Daft & Weick, 1984). It is perhaps Kauffman’s (2022) definition of complexity which bridges this divide between biological and social. He describes complexity as a systemic condition marked by both stability and adaptability. Such systems exhibit a high degree of internal organisation that ensures coherence while simultaneously maintaining the capacity for flexibility and unexpected outcomes. The relative autonomy of individual components, coupled with their diverse patterns of interaction, gives rise to nonlinearity, unpredictability and emergent properties. In this sense, complexity emerges from the dynamic tension between order and indeterminacy. Perhaps, this is where we find governance.

The complexity of governance

The interconnection between governance and complexity

Complex systems, therefore, are distinguished by their interconnected nature, fundamental unpredictability and controllability, as well as nonlinearity. Within such contexts, scientific inquiry, including modelling, moves beyond the pursuit of prediction and control, instead prioritising an enhanced understanding of systemic dynamics and interrelationships. This shift in focus enables more informed and contextually appropriate forms of engagement within the systems to which we belong and allows us to choose to participate in the system with more strategic intelligence (Wahl, 2019), perhaps precisely what is required in the management of governance.

Governance structures and systems, therefore, can be seen as inherently complex and refer to the intricate and multifaceted nature of organisational and institutional systems through which authority is exercised, decisions are made, resources are mobilised and the way in which these challenges are addressed (Commission on Global Governance, 1995). It is an ongoing process that allows for the reconciliation of diverse interests and the facilitation of cooperative action. Governance includes formal institutions and regulatory frameworks with the authority to enforce compliance, as well as informal arrangements that actors recognise or adopt based on perceived mutual benefit (Carlsson & Ramphal, 1995).

Within global governance, Fuß et al. (2021) describe this complexity in structural terms, highlighting dimensions such as scale, diversity and density. Scale captures the proliferation of governance elements across three dimensions: the growing number of actors (e.g. governments, firms, non-governmental organisations (NGOs) and civil society groups), the expanding range of institutions (formal and informal rule systems and the organisations that embody them) and the interaction of multiple levels (local, national, regional and global). Diversity reflects the heterogeneity of these actors and institutional forms, while density refers to the intensity and overlap of their interconnections. These aspects underscore why governance is irreducible to linear processes of control and therefore must be understood as a dynamic and adaptive system, shaped by interdependence and emergent outcomes (Klijn & Koppenjan, 2016).

The complexity of governance also involves the perspectives of simple view, thin complexity and thick complexity (Strand & Fjelland, 2000). They distinguish between three ways of understanding complexity in governance. The first one is a simple view, which observes the system as linear and reducible, where outcomes can be predicted through stable causal relationships. By contrast, a thin conception of complexity acknowledges uncertainty and nonlinearity yet seeks to manage this by simplifying these challenges into models or heuristics. A thick conception of complexity describes the system as irreducible, constitutive of reality and that uncertainty, emergence and dynamic interactions are inherent features of governance systems. They further emphasise the emergent qualities of governance processes, recognising that interactions among actors, institutions, organisations and environments cannot be fully controlled or eliminated. This perspective shows the limits of prediction and highlights the importance of embracing adaptive, reflexive and participatory forms of governance.

Strand and Fjelland further indicate the importance of complementarity and contextuality when understanding the complexity of governance. The principle of complementarity suggests that different perspectives on governance complexity can coexist but are not mutually exclusive. Contextuality stresses that the appropriateness of any governance approach depends on its context. Complex systems cannot be governed with a ‘one-size-fits-all’ model; instead, responses must be sensitive to cultural, institutional and situational factors.

Stacey (2000) also suggests that the worldview of thin complexity must be enriched with the understanding of complementarity and contextuality. This implication is faithful to complex systems theory, where the question is not ‘How can I govern the system into a new attractor’ (a desired state)? but rather ‘What is my role in this system, and how do the actions of me and others affect the system?’. This aligns closely with Wahl’s (2019) perspective, where he suggests that it is the participation with the system that is critical in influencing the performance of the system.

Modelling and operationalising governance through complexity

To operationalise effective governance in such contexts, specifically within organisations, involves fostering collaboration across multiple levels and sectors, integrating diverse knowledge sources and understanding the aspects of uncertainty and unpredictability. This perspective aligns with Kreienkamp’s and Pegram (2021) assertion that existing global governance structures are often ill-equipped to manage complex global catastrophic risks, advocating for a design model that accommodates complexity through iterative processes and adaptive mechanisms. Therefore, contemporary governance must evolve to embrace complexity, within and outside of the organisational environment, to ensure resilience and responsiveness in the face of global challenges (Kreienkamp & Pegram, 2021).

Modelling and understanding governance as a complex system necessitates a dynamic, adaptive approach that transcends traditional hierarchical models, suggested Duit and Galaz (2008). They go on to suggest that conventional governance frameworks often struggle to address the nonlinear dynamics, threshold effects and cascading events characteristic of complex adaptive systems. These systems, marked by interdependencies and emergent behaviours, require governance structures, models and measures that are flexible, decentralised and capable of learning and evolving in response to changing conditions.

Complexity governance model – GOVIndicia®

Building the model – The core components

Modelling governance from the perspective of complexity required the consideration of how the complexity governance model (Model) would be both pragmatic and theoretical. Given the continued challenges facing governance and board evaluations and the expectation from regulators and other stakeholders to approach and measure aspects of governance, such as culture, decision-making and oversight, these factors should be central to the model. The model also needed to account for both the circularity of governance and decision-making, as well as oversight processes commonly found in organisations and their interconnected nature.

Three core foundational domains to the model emerged through the review of literature: Decision-making, Implementation and Oversight, and Organisational Culture. To acknowledge and visualise the intersecting nature of these three, they were drawn as a Venn diagram, assisting with the immediate recognition that these foundational elements are interconnected; see Figure 1. The decisions made (Crivelli & Balconi, 2023; Morrison, 2025) and the actioning of those decisions (Ellinas et al., 2017; Franca & Hollnagel, 2023; Zheng et al., 2024), individually and/or collectively, are influenced by the prevailing culture of any group, and the culture of the group influences the manner in which decisions are made and the nature of those decisions. Organisational governance is more than the sum of its parts; it is more than the aggregate.
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Governance Quality (GovQ) is the outcome of the three interconnecting domains, each of which has a reciprocal relationship with the others, the outcome being the interplay between the domains. The domains themselves are also constantly in flux individually, feeding back into the overall system, resulting in a complexity model with observable emergent properties and internal feedback mechanisms. The ‘dashed’ arrows indicate the interconnectedness and that this is multidirectional.

Building the model – The nine categories

Each of the three (n = 3) foundational domains of GOVIndicia® has nine (n = 9) categories that contribute towards and influence them. These categories are also intimately connected to each other, and so the model recognised this by interconnecting each of these groups of three categories and by interconnecting them to their respective core domain. The categories are noted in Table 1 – The Domains, Categories and Indices of the Governance Complexity Model, GOVIndicia®.

Building the model – The 27-indices

The nine categories themselves also have three indices that influence them. The model, therefore, has three (n = 3) foundational domains, nine (n = 9) categories and 27 indices, as shown in Figure 2. The indices are noted in Online Appendix 1 – The Domains, Categories and Indices of the Governance Complexity Model, GOVIndicia®.
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Complexity governance model: Operation and function

All models are a distillation of the real world, and not all functionally operate. However, if they do, they should inform the model user of something about the world that it represents. Therefore, observing and visualising the way or ways a model operates helps in developing an understanding of how the different facets within a model interact with each other. Models rarely operate in isolation, as they tend to be the representation of a part of a larger system. It was a requirement to acknowledge that this model interacts with its environment (everything outside the system), noting that this interaction was not part of this model. This issue was acknowledged earlier when system dynamics and agent-based modelling were discussed, and while this is not an agent-based model, agents (individuals within an organisation) are, in fact, those acting out many of the categories and indices within the model. This model is not the whole system; it is a part of a bigger, even more complex system. This model sought to model in a functional and pragmatic way the complex nature of interactions between aspects of governance in an internal setting (organisational governance) where social interactions, behavioural dynamics and institutional norms converge to influence collective outcomes.

The main essence of ‘modelling’ any system is to try and draw out key themes and present them in a way that is meaningful and will support better understanding. In this case, the model seeks to further understanding around intra-organisational governance. Governance practice, in fact, most practices within organisations are cyclical, to provide for decision, action and then review; this model accommodates this. It also accommodates the innate complexity and interconnectedness of governance as highlighted in the literature review.

Model dynamics: A cycle

The model is cyclical. It models the process of decision-making from an internal governance perspective rotating in a clockwise direction, and although there may be no specific start or end point, for want of illustration, by way of example, it starts with the category Purpose & Values.

Organisations (ISO 37000) to practise good governance should congregate around a sense of purpose and values (this might not always be an aspirational purpose, but a purpose, nonetheless). Leaders and leadership emerge, and along with that certain behaviours and an organisational ethic. At this point in the cycle the true nature of governing occurs; making decisions towards the purpose. This process includes the gathering of information, the flow of information and the quality of the decision-makers (experiences, knowledge and understandings of the world and its affect on decision-making). Once any decision has been made the decision may need to be cascaded or communicated. The methods of communication, their clarity and how emotional intelligence is used to develop and nurture communication feeds into the overall communication of any decision. This will also impact how well the decision is implemented; its operational efficacy (the efficiency and effectiveness of an organisation’s processes, those that are formal and informal). Finally, to establish the outcome of our decision and implementation, most organisations have some mechanisms to detect this measure of success in the cycle through feedback and learning, which the model calls ‘reasoned persistence’ (do we persist with the current decision and implementation, or do we need to adjust, reconsider or take an alternative course – we reason our persistence with a particular decision). Then, of course, it starts all over again. As with all models, this cycle is by no means fixed, as sometimes we might miss a stage or two in the process.

Model dynamics: Interconnection and interaction

The proposed model moves towards the conceptual idea of complexity by visualising the interconnected nature of the three core domains of the organisational governance system. To illustrate how this manifests itself in the model, it can be seen that there are clear relationships that cross the cycle. The purpose and values of an organisation are likely to have some level of connection with the nature of the decisions made and the nature of the implementation. The behaviours and ethics that emerge through the nature of leadership are likely to have an impact on the communication.

The model indicates these two operational aspects through the dotted and solid arrows. The solid arrow indicates the cyclical nature, and the dotted arrow indicates the interconnected nature.

Significance of the research study

This article intended to emphasise the importance of reversing the current entropy of governance to a linear compliance-orientated system, and how this entropy might be reversed and embrace a more complex view of governance. Additionally, it would be a catalyst for people to start considering other ways to address the apparent problem, where organisations practise perfunctory compliance as a way of demonstrating effective governance, which eludes accountability and hinders performance and social impact.

Discussion

Recommendations and future study

It is vital that any new proposed model then be applied to real-world contexts to evaluate its explanatory power and to enhance theoretical understanding. We recommend that further research design an assessment framework, perhaps through a survey instrument or interviews, collect qualitative and/or quantitative data and analyse those data to assess the applicability and validity of the model. This could also investigate, through the interpretation of power law relationships, whether there is evidence to suggest that this model can observe organisational governance as a complex system.

In addition, further research could consider, through appropriate methodologies, combining qualitative and quantitative approaches such as participatory modelling, surveys and structural equation modelling, whether there are emerging patterns, as one might see in complex systems, indicating key influencers on governance quality.

Conclusion

Corporate governance is shifting as corporate failures continue and expectations from regulators continue to escalate. There was a need to explore further the growing body of discussion around the complexity of governance to support and develop this connection. Many authors, governing bodies and regulators inside and outside the academic sphere are calling for a more pragmatic, human and behavioural approach to the observation, measurement and development of corporate governance. It is suggested that this approach would enhance board evaluations, governance assessments and therefore the overall practice of governance, improving decision-making and corporate and societal accountability.

Complexity, as a scientific approach, has been shown to enhance understanding within complex social systems, and therefore is useful for developing the observation and measurement of governance, specifically the act of governing.

This article has proposed a new, practical system dynamics model of governance, which embraces its innate complexity, following a review of the literature. The process used for designing a new theoretical model for a system, like governance, involved defining the problem and grounding the work in existing theories, which this article has presented. This included identifying gaps and justifying the need for a new model by reviewing the relevant literature and understanding the corporate governance context. This article then developed a conceptual framework, which resulted in the proposal of a model formed of key constructs, domains, categories and indices. It went on to operationalise the model in two ways: cyclical and interconnected.

Further study should seek to validate the model through means such as qualitative and quantitative methods involving activities such as interviews, surveys and observation.

Corporate governance and its practice could benefit significantly from a more pragmatic, human-orientated model of governance that observes and facilitates the measurement of ‘governing’. The proposed model addresses this gap in the literature and in the practice of governance and board evaluations.
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