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MEETING STAKEHOLDER EXPECTATIONS
One of the most fundamental rules of time management is
that work always expands to fill the time available.
Unfortunately, the opposite is not true. As a result, time
continues to be one of the most precious assets an
organization can have. And, with competing priorities on any
given business day, “finding time” is the number one obstacle
often cited as preventing effective and proactive management
of stakeholder expectations.
Assessing and addressing stakeholder demands must be a
proactive process that helps to ensure internal audit efforts
are aligned to meet those needs. A 2011 Audit Executive
Center Flash Alert: “Are You Meeting Your Stakeholders’
Expectations?” identified executive management and the audit
committee as internal audit’s key stakeholders. This Quick
Insights provides five simple steps to help remind chief audit
executives (CAEs) of proactive ways to manage stakeholder
expectations and avoid “disconnects” that could distract, or
even derail, internal audit departments from effectively
executing on their mandate.

FIVE REMINDERS FOR CAES AS THEY
PROACTIVELY MANAGE STAKEHOLDER
EXPECTATIONS:
1. Revisit the audit charter.
2. Identify and understand stakeholder
needs.
3. Develop a stakeholder management
strategy.
4. Establish effective communication
protocols.
5. Promote informal, frequent
communication.

KEY CONSIDERATIONS

STEP 1
Revisit the
internal audit
charter.

A functional reporting relationship to the audit committee, or a similar board-level
committee, and an administrative reporting line to senior management establish the basic
construct of internal audit’s stakeholder universe. As a result, the internal audit charter
(111KB) must clearly define the department’s mission, the scope of its assurance and
advisory services, and its role as part of the organization’s governance, risk, and control
structure. The International Standards for the Professional Practice of Internal Auditing
require periodic reviews and approval of the audit charter. Proactive internal audit
departments review and approve the audit charter at least annually.
Furthermore, CAEs should make sure that internal audit’s mission, as outlined in the charter,
is consistent with the expectations of the audit committee and senior management. To do so,
CAEs should consider proactively involving senior management and the audit committee in
validation sessions pertaining to the audit charter. For instance, quarterly discussions on the
intended focus of internal audit efforts are a great way to validate the audit charter by
continuously aligning planned audit activities with stakeholder needs and expectations.
IN ESSENCE: MAKE THE AUDIT DEPARTMENT CHARTER A LIVING DOCUMENT.
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KEY CONSIDERATIONS

STEP 2
Identify and
understand
stakeholder
needs.
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In addition to senior management and the audit committee, CAEs also need to formally
identify and understand other organizational stakeholders and their key business drivers
(i.e., the people, information, and tasks that support the fulfillment of business objectives).
Having a clear understanding of what is important to them — what is “on their mind” —
is critical. To accomplish this, it’s imperative for CAEs to invest the necessary time and
resources to understand the key challenges, issues, and opportunities that are relevant to
these secondary stakeholders. Consequently, fully understanding their challenges, issues,
and opportunity areas is essential for the long-term success of any internal audit department.
The number one criticism, deserved or not, from business leaders of internal audit is,
“They don’t really understand my business, my issues, or my concerns.” Knowledge of the
organization’s and individual business units’ goals and objectives lends tremendous insight
on the industry and the organization’s risk profile, which, in turn, provides valuable
information for CAEs when developing the audit plan. In a recent interview, a Fortune 50
CAE indicated that a critical component of the internal audit annual risk assessment includes
an evaluation of key business stakeholders and their business drivers. The internal audit
department then performed an assessment of the drivers to identify the organization’s highrisk areas for inclusion in the annual audit plan, thus aligning efforts with stakeholder needs.
IN ESSENCE: TO UNDERSTAND STAKEHOLDER NEEDS AND EXPECTATIONS OF INTERNAL
AUDIT, CAES NOT ONLY NEED TO TELL, BUT ALSO TO LISTEN. AS HAS BEEN OFTEN
QUOTED, “SEEK TO UNDERSTAND BEFORE BEING UNDERSTOOD.”
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KEY CONSIDERATIONS

STEP 3
Develop a
stakeholder
management
strategy.

Is there a way to effectively assimilate the insight gained from the multitude of planned and
unplanned interactions all members of your internal audit team have with key stakeholders?
However it is done, formally or informally, this insight must be gathered to build a bigpicture view of not only each individual stakeholder’s unique expectations, but also a
collective, integrated view of all stakeholders. Many experienced CAEs, especially ones with
tenure within the organization, do this instinctively. However, how does the rest of the staff
benefit from this insight if it is not shared? One way is to develop a stakeholder management
strategy based on information gathered from all stakeholder interactions. With such a
strategy, tactics of interaction with each stakeholder can be implemented.
IN ESSENCE: LIKE A GOOD SALESPERSON MAINTAINS AN EFFECTIVE CUSTOMER
RELATIONSHIP MANAGEMENT SYSTEM, CAES AND THEIR STAFF NEED TO HAVE A WAY TO
BUILD A COMPLETE PICTURE OF STAKEHOLDER EXPECTATIONS, INDIVIDUALLY AND
COLLECTIVELY.
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KEY CONSIDERATIONS

STEP 4
Establish
effective
communication
protocols.

We all know that effective communication is always a two-way street. And, one of the most
pivotal aspects of a stakeholder management strategy is setting up the right communication
protocol with each target audience. Therefore, establishing formal protocols for
communication encourages the dissemination of information to and from stakeholders, thus
assisting CAEs during the audit planning and work execution processes.
A guiding principle for these protocols is to strike a balance between content and style.
Consequently, it is important that CAEs understand the communication style or medium that
most resonates with individual stakeholders to ensure the effectiveness and sustainability of
ongoing interactions. A mutually agreed upon communication protocol, medium, and
frequency provide a great foundation to a solid relationship with stakeholders.
IN ESSENCE: TREAT EACH STAKEHOLDER AS UNIQUE AND MODULATE THE MEDIUM AND
FREQUENCY OF INTERACTIONS CONSISTENT WITH THEIR STYLE — NOT YOURS.
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KEY CONSIDERATIONS

STEP 5
Promote
informal,
frequent
communication.

When it is all said and done, CAEs cannot forget that they are still in the “business of
people.” Regardless of what gets automated, the human element continues to “reign
supreme” in all interactions and exchanges. While formal communication protocols have
their place in any CAE’s communication toolkit, the power of real connection through
simple, informal interpersonal relationships can never be understated.
Although not meant to completely replace formal communication channels, informal
interactions with key stakeholders is one of the greatest assets CAEs can leverage for their
audit function’s long-term success. Therefore, CAEs need to lead their audit teams by
example by establishing relationships with key stakeholders, as well as by promoting
informal, frequent communication on topics of relevance. Informal communication
channels, such as dropping by someone’s office to discuss an issue or having lunch with a
stakeholder with no agenda in mind can be powerful tools in obtaining timely, key
information that may otherwise take a longer time to reach through established protocols.
IN ESSENCE: GET TO KNOW ALL KEY STAKEHOLDERS, PERSONALLY AND PROFESSIONALLY,
BEFORE YOU NEED TO HAVE A TOUGH CONVERSATION WITH THEM. BEING ABLE TO DRAW
UPON AN ALREADY ESTABLISHED RELATIONSHIP WILL MAKE THAT TOUGH CONVERSATION
EASIER FOR BOTH PARTIES TO DELIVER AND TO RECEIVE.
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ABOUT THE AUDIT EXECUTIVE CENTER™
The IIA’s Audit Executive Center is the essential resource to empower CAEs to be more successful.
The Center’s suite of information, products, and services enables CAEs to respond to the unique
challenges and emerging risks of the profession.

ABOUT THIS DOCUMENT
Quick Insights provides easy, actionable information for CAEs on internal audit management issues.
The information included in this document is general in nature and is not intended to address any
particular individual, internal audit function, or organization. No individual, internal audit function,
or organization should act on the information provided in this document without appropriate
consultation or examination. The author of this report is Dhiraj Malhotra, senior manager, Advisory
Services at Ernst & Young LLP. To contact the author, email him at Dhiraj.Malhotra@ey.com.

DISCLAIMER
Copyright © 2012 by The Institute of Internal Auditors (IIA) located at 247 Maitland Ave.,
Altamonte Springs, FL, 32701, U.S.A. All rights reserved. Published in the United States of
America. Except for the purposes intended by this publication, readers of this document may not
reproduce, redistribute, display, rent, lend, resell, commercially exploit, or adapt the statistical and
other data contained herein without the permission of The IIA.
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