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FOREWORD

The research undertaken for this report considered the issue of whether 

we are expecting too much from non-executive directors? The survey 

looked at the increasing demands and pressures on non-executive 

directors; and asked is there a better system?

The research undertaken for 
this report considered the issue 
of whether we are expecting 
too much from non-executive 
directors? The survey looked 
at the increasing demands and 
pressures on non-executive 
directors; and asked is there a 
better system?

Over recent years the role of 
the non-executive director in 
UK companies has changed 
significantly. The commitment to 
knowledge and understanding 
of the business are becoming 
considerably greater, whilst the 
legal duties, responsibilities and 
accountabilities, should not 
be underestimated by those 
considering taking on such roles.

The introduction to the Higgs 
report states: “Corporate 
governance provides an 
architecture of accountability - 
the structures and processes to 
ensure companies are managed 
in the interests of their owners. 
But architecture itself does not 
deliver good outcomes. People, 
and their relationships, are the 
key to attaining the desired 
level of individual and overall 
effectiveness at board level”.

It is the responsibility of the 
Chairman and the Nominations 
Committee to ensure that there 
is a proper balance of skills and 
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experience amongst the NED’s 
on the Board, and accordingly 
it is critically important that the 
NED’s are chosen for what they 
can contribute in terms of their 
skill set , business experience , 
independent perspective, and 
commercial acumen . However, 
in my view it is not a necessary 
prerequisite that NEDs should 
have experience of the industry 
in which the Company operates, 
although at least one of them 
should have.  What is essential 
is that they have sufficient 
emotional intelligence and 
engagement to work with the 
other Directors to constructively 
challenge the Executive in Board 
discussions and in formulating 
the strategy. 

The most effective NEDs are 
those with strong influencing 
skills, awareness and sensitivity 
to other views, good listening 
skills, insight, vision and above all 
good judgement and the ability 
to seek a proper consensus at 
Board meetings. Risk awareness 
and management together 
with risk appetite are becoming 
increasingly important and 
Boards should ensure that they 
undertake a programme of deep 
dives into relevant and specific 
parts of the business as well as 
having a number of properly 
managed site visits for the NEDs.

To develop an in depth 
understanding of a business, the 
culture and the strategy is time 
consuming and both new and 
existing NEDs need to spend time 
with the Executive outside of 
Board meetings and additionally 
also to undertake a significant 
and ongoing training and 
development programme.

There are two key pieces of 
advice I would offer to NEDs in 
building a successful relationship 
with the board - keep in touch 
with fellow non-executives 
between board meetings, and 
learn as much as you can about 
the business in your induction 
period.

This report offers an array of 
insights and commentary on 
the non-executive role to deliver 
the required monitoring of 
corporate governance, assurance 
for the investor community and 
independent strategic advice to 
the executive, all to be achieved 
while responding to a greatly 
increased workload as a result of 
the increasingly enhanced and 
extended regulatory, governance 
and legal requirements.

Sean M Watson
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The age of the ‘Hi-Vis’ NED has arrived.  No longer a gentle stroll through 

the executive’s team’s view of the world nodding sagely.  The NED has 

to develop and preserve a delicate balancing act between enthusiastic 

support and critical challenge of the executive.  Nowhere is this more true 

and thrown into greater relief than in the FTSE 250, where the expertise, 

skill and knowledge of NEDs can contribute directly and very effectively 

to the company strategy and operational excellence.

Today, NEDs are expected to have 
substantial industry expertise, 
to know their organisation, 
spend significant time meeting 
with the executive and making 
location visits.  In addition, they 
are required to be collectively 
coherent, independent and 
interpersonally effective.  These 
behavioural aspects of the 
Board interaction are especially 
important in the FTSE 250 and 
maturing start-up companies, 
where the Board and executive, 
working as a coherent unit 
is crucial.  

In a well-shaped Board the NED 
expertise and skills will both 
challenge the company and 
actively support the practical 
and goal driven aspects of the 
strategy.  A good example of 
this is the arena significantly 
to the executive strategic and 
operational capability.

From the governance viewpoint 
the FRC’s Combined Governance 
Code and Guidance on the 
Effective Board, places a 
significant emphasis on 
Boardroom behaviour and 
dynamics, this focus is a response 
to the various ‘trap doors’ which 
Boards have regularly fallen 
through.  Having observed 
many Boards, the interaction, 
challenge and support from a 
confident, capable, balanced 
and congruent group of NEDs, 
is a joy to behold and while the 
executive team can often feel 
under pressure and scrutinised, 
that is the point.  It is the maturity 
of the NEDs, to deliver a balanced 

independent oversight, with a 
supportive and effective input, 
that is a key behavioural aspect of 
their effectiveness.  

This in turn makes the role of 
the Chairman as important as 
ever, but where the shaping 
and development of the Board 
is particularly critical.  The 
effective blending and active 
engagement of the Board can 
produce remarkably positive 
results for the company.  It 
requires the Chairman to have a 
capability to build consensus and 
nurture inclusiveness between 
the NEDs themselves, and in turn 
with the executive team.  This is 
especially true as boards become 
more diverse and independent 
minded, to paraphrase a number 
of chairman I have spoken to 
recently ‘the discussion and 
debate is more active, engaged, 
challenging and productive, 
but boy is it harder to build 
a consensus’.

Being a NED is undoubtedly a 
challenge, the instinct to behave 
like an executive can be over-
whelming, to negotiate the 
challenges and cope with the 
complexities and ambiguities of 
the role, and contribute without 
seeking to command and control, 
is no easy role to undertake.  
Thankfully we are seeing an 
increase in the development and 
coaching support especially for 
new NED, to accelerate their 
behavioural learning curve into 
a different role on the Board 
with its changes of emphasis 
and expectations.  

Nevertheless being an NED, 
can be very rewarding, not 
necessarily in the financial sense, 
as our respondents point out, 
but at a personal level.  My 
own observation, especially 
amongst NEDs with a FTSE 250 
or NED role in a start-up in their 
portfolio, is that they enjoy this 
opportunity for a direct impact of 
their expertise on the company 
and value this culmination of 
their expertise developed over a 
long career. 

I would like to thank all the 
participants who took part in our 
research. They are busy people 
and we greatly appreciate the 
time they took to share their 
opinions and insights. 

Helen Pitcher
Chairman 

Advanced Boardroom Excellence

HELEN PITCHER
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The research which underpins this timely report was stimulated by 

a growing awareness that the pressures and challenges facing NEDs 

have changed, and in most cases become more onerous. As an 

executive search firm undertaking several non-executive director (NED) 

assignments every year, we wanted to confirm or disprove this premise 

and to identify whether the conventional understanding of the NED role 

needed radical rethinking – or, indeed, whether it had become untenable.

Our early interviews with NEDs 

reflected a wide divergence 

of views about the level of 

knowledge of the business which 

NEDs were expected to have. In 

many cases, this came down to 

a straight difference between 

whether the business was in a 

regulated (primarily financial 

services) or non-regulated 

environment. 

Our research indicates that NEDs 

in heavily regulated sectors are 

increasingly concerned about the 

level of regulation, their personal 

liability, the ‘senior manager’ rule 

and the impact of the new views 

on knowledge and responsibility 

held by the FCA and the 

PRA. NEDs in less regulated 

environments are, for the 

moment, much more sanguine 

about their prospects. However, 

there is, even among the latter, a 

fear of ‘regulation creep’.

There was a general view that 

there are more candidates for 

NED roles than there are roles 

available, matched by some 

scepticism about how many of 

these candidates are qualified 

to take such roles or indeed 

fully understand what the NED 

role entails. There is a general 

concern that the impact of the 

media and the regulators is 

pushing NEDs to become more 

and more ‘semi-executive’. 

On many boards now, the only 

executive directors are the Chief 

Executive Officer and the Chief 

Financial Officer, which will have 

a severe impact on the future 

pool of potential NED candidates 

with substantial main board 

experience. The challenge of 

growing this pool of qualified 

candidates is a responsibility 

for individual companies and 

the corporate sector as a 

whole. Similarly, there is a real 

requirement to ensure cognitive 

diversity – a genuine breadth of 

perspective and experience – on 

boards, which again depends on 

an increased pool of candidates. 

From our perspective as 

executive search consultants, 

however, the most striking 

finding of our research was a 

general view that Chairmen, 

nominations committees and, 

indeed, our own profession had 

historically failed to address 

the overall composition of the 

board sufficiently seriously. It is 

clear that, even if the old boys’ 

network has declined, there 

has nevertheless been a lack 

of imagination and foresight in 

constructing boards which work 

well together, think carefully and 

are able to provide sufficient 

challenge and support to the 

executives. No longer should 

search consultants be able to get 

away with just providing a list 

of “potentially suitably qualified 

candidates”. Rather, they should 

be challenged to approach the 

search for NEDs with the same 

intellectual rigour, depth of 

research and creative thought 

that they would bring to an 

executive assignment. 

It is a challenge which Tyzack 

looks forward to meeting over the 

coming years. 

David Dumeresque
Partner  

Tyzack

DAVID DUMERESQUE
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INTRODUCTION 

We expect a lot from non-executive directors (NEDs), including financial literacy; an 

understanding of business strategy; acceptance of compliance obligations; and the 

ability to build good working relationships with the executive management team. The 

non-executive oversight role demands that the holder evaluate and synthesise huge 

amounts of information and then ask questions of executive management that are 

challenging while not threatening.

On top of this, in recent years a raft of regulatory 

reforms, codes of practice, public pressure and 

investor activism have all attempted to improve 

board governance and effectiveness.  As custodians 

of corporate governance, NEDs oversee a company’s 

corporate affairs and ensure it is run according 

to sound principles, that it heeds the views of 

shareholders and the public at large, and that a 

wide spectrum of interests covering, amongst other 

things, social and environmental considerations are 

taken into account.  In terms of strategy, NEDs must 

ensure a rigorous debate takes place and that once 

a strategy is in place, it is adhered to.  

In short, with shareholders demanding more 

accountability from management and directors, a 

non-executive role is no longer a sinecure. Directors 

themselves are looking for greater clarity around 

their duties, which have become much more 

challenging and time-consuming than they were in 

the past. 

To explore the breadth and range of these 

challenges Advanced Boardroom Excellence and 

Tyzack Partners conducted detailed interviews 

with more than 30 non-executive directors of 

organisations in a range of sectors (primarily in the 

FTSE 250), to gather their views.

Following the summary below the report covers the 

detailed responses from participants.

The Report is focused around the context of the 

following questions;

• Are we expecting too much from NEDs? 

• What are the increasing demands and pressures 

on them? 

• Is there a better system of overseeing 

corporate affairs? 
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SUMMARY

The summary is structured around the future of the non-executive role, their 

independence, the depth of involvement required of NEDs and the thorny issue of 

remuneration relative to the demands of the role.

The findings section sets out detailed responses in relation to how NEDs themselves 

view their changing role. 

THE FUTURE OF THE  
NON-EXECUTIVE ROLE
Next year, 2016, will see the introduction of the 

joint Prudential Regulation Authority/Financial 

Conduct Authority (PRA/FCA) Senior Managers’ 

Regime, which will hold senior managers in financial 

services companies to account for governance 

and any breaches thereof. Where there is a failure 

under an area of their responsibility there will be a 

presumption of personal accountability, unless they 

can satisfy regulators that they took “reasonable 

steps” to prevent, stop or remedy regulatory 

breaches by their company.

Whether this will have the effect of enhancing 

governance and tackling the issues that concern 

the regulators remains to be seen. It may well act as 

a disincentive for those thinking of taking up non-

executive roles, and financial services companies 

could find themselves faced with paying higher 

board fees for a dwindling pool of willing and 

credible candidates. 

It is, perhaps, stating the obvious to point out 

that new NEDs may need some education to 

equip them for their role, especially around 

understanding boardroom dynamics and how to 

challenge effectively. The Corporate Governance 

Code places an obligation on a company’s chairman 

and company secretary to arrange tailored 

developmental training appropriate to the business 

and its strategy. Induction training for new board 

members and ongoing board development time 

are key to effective and professional boardroom 

performance.

There is a pool of talent willing to be considered 

for non-executive roles, but those seeking their 

first board role can find it difficult to obtain. Given 

the increased level of professionalism expected 

of non-executives, we asked our respondents 

about remuneration, and found that the gap 

between executive and non-executive pay had 

grown enormously, and that fees are not viewed 

as adequate in respect of NED responsibilities and 

commitment. There is a distinct imbalance between 

reward and potential financial and reputational risk.

However, our respondents are very definite about 

the value of their independent stance. While 

recognising the value of recruiting those with 

specialist knowledge for board roles, they want 

to see that expertise applied to broadening the 

perspective of boards.

THE INDEPENDENT PERSPECTIVE 
It is crucial that NEDs have a degree of 

independence from their executive colleagues on a 

board. But what do we mean by ‘independence’ in 

this context?

Independence is an essential component of 

professional behaviour. It does not allow vested 

interests to exert undue influence and it is free from 

any constraints that would prevent a correct course 

of action being taken. 

The five main ethical threats that can undermine or 

reduce such independence are self-interest, self-

review, familiarity, advocacy and intimidation. Levels 

of independence are likely to vary but corporate 

governance codes are designed to reduce threats to 

the independence of NEDs, particularly in terms of 

length of tenure.

The primary fiduciary duty of a non-executive is to 

the company’s shareholders. In order to increase 

non-executive independence, some shareholders 

prefer to bring new non-executives from outside 

the industry in which the company competes. 

This is because informal networks that threaten 

independence can build up within an industry over 

time as staff move between competitor companies 

and collaborate in industry umbrella bodies. In 

addition, people from outside the industry can have 

a “new broom” effect, bringing a fresh perspective 

on any given problem, while the absence of previous 

business relationships usually means that non-

executives will not have any alliances or prejudices 

likely to affect their independence.
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Reports, from Cadbury in 1992 to Walker in 2009, 

have resulted in the non-executive role becoming 

more demanding and influential, but they fail 

to outline specifically what the role of the non-

executive actually comprises. Having attracted 

much attention from regulators, governance 

reforms have progressively increased the number 

of non-executives on UK boards so that they now 

dominate on audit, executive remuneration and 

nomination committees in order to safeguard 

corporate accountability.  However, there is an 

increasing concern that the standards of knowledge 

and responsibility expected in financial services 

organisations will, as a result of ‘regulation creep’, 

inexorably become the norm across all sectors, 

irrespective of their validity or appositeness.

It is imperative that companies appoint NEDs who 

can add value.  A strong NED can contribute to 

improvements in a company’s performance and 

profit that far outweigh his or her remuneration. 

A non-executive will be more involved with 

and committed to the business than external 

consultants, banks or accountancy firms, who have 

other commitments and whose remit is necessarily 

circumscribed both in subject matter and time. 

An NED has exactly the same legal responsibilities 

as an executive director. While the exact nature 

of the non-executive role varies from business to 

business, it will focus on areas such as corporate 

governance, financial controls, risk management, 

monitoring the performance of the management 

team, succession planning and remuneration. Being 

unencumbered with operational day-to-day issues 

enables non-executives to bring a strategic view to 

potential risks and opportunities. They also bring 

objectivity, insight and a perspective that allows 

them to ask the questions that may be missed in the 

day-to-day running of a business. Questions such as 

“Could we do this better?” can provide an impetus 

for considering new and innovative approaches.

In essence the non-executive is seen as a guardian 

of the corporate good, acting as a bridge between 

executive directors and shareholders. That is to 

say, the non-executive monitors executive actions 

and questions executive decisions and is required 

to ensure that the company is acting responsibly 

and in the best interests of shareholders and other 

stakeholders. The assumption is that the interests of 

those who invest in the company are safeguarded 

by the appointment of non-executives who exercise 

independent judgement. 

DEPTH OF INVOLVEMENT
Can a non-executive maintain an independent 

perspective while becoming involved with the 

company and more influential on the board? Can 

we reasonably expect increased commitment and 

involvement from non-executives, who accept the 

same legal responsibility as executives but are paid 

significantly less? If non-executives are paid more 

to spend more time on company business, how 

independent can they really be?

Cadbury argued that non-executive director 

independence might diminish as board tenure 

increased. Hampel concurred with this view, saying: 

“There is a risk of non-executive directors becoming 

less efficient and objective with length of service 

and advancing age, and the board should be vigilant 

against this.” Non-executives are now limited to 

three terms of service.

However, we asked our sample of non-executives 

about independence and they did not see any 

potential for conflict. A few raised the issue of 

independence and long tenure but the majority 

thought that long-term involvement with a company 

improved their knowledge and understanding of its 

affairs, so adding to their effectiveness.

For a long time an NED’s role was seen as being a 

more or less amateur, part-time affair, a perk for the 

‘old school tie’ brigade. Fees reflected attendance at 

eight to ten board meetings a year, with individuals 

typically reading board papers on the journey into 

the City, and perhaps attending a board dinner and 

the AGM. The role has changed out of all recognition 

and our sample of respondents told of a heavy 

workload that included reading hundreds of pages 

of board and committee papers, as well as taking 

part in multiple conference calls and site visits.

REMUNERATION
Alongside this workload shouldered by non-

executives, expectations of their involvement in 

the business of a company have also increased 

significantly. The extent to which they are expected 

to understand not only the external influences on 

the business but the inner workings of the company 

itself have expanded significantly over the last 

decade to the point where some consider that 

the level of knowledge expected is unachievable. 

However, non-executive remuneration has not 

followed suit. The debate now is not only about the 

level of their annual fees but about their exclusion 

from long-term incentive schemes such as share 

options. Cadbury thought such options might cloud 

their objectivity, stating: “We regard it as good 

practice for NEDs not to participate in share option 

schemes.”

Our respondents were, on the whole, united in 

believing that non-executive remuneration does not 

at present adequately reflect the time commitment 

and responsibilities of the role. Some thought that 
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ownership of stock options (as opposed to shares) 

by non-executives could impair their independence 

and possibly influence them into supporting policies 

not necessarily in the wider, long-term interests 

of the company. If stock options were considered 

appropriate, it was only in circumstances where 

they might be exercised once a non-executive had 

stepped down from the board. While there is also an 

argument that paying individuals partly in shares can 

aid the alignment of non-executive interests with 

those of investors, most respondents were of the 

view that it could prove a distraction. Respondents 

who considered their basic fees to be satisfactory 

also tended to see incentives structures as having 

a limiting impact on attitudes to the business, 

especially given the risk and increasing commitment 

required. 

Fees for NEDs have, in recent years, been on an 

upward trend as the regulatory nature of the role 

expanded in the fallout from the recent recession. 

However, as one of our respondents pointed out, 

companies are keen to demonstrate restraint in 

non-executive pay by ensuring that any pay rises 

awarded are not out of kilter with those of their 

wider workforce. With average employees’ pay 

increases limited to inflation in many cases, it is hard 

for companies to justify a higher increase for NEDs.

CONCLUSION
Our interviews with non-executive directors show 

that their responsibilities and the demands on their 

time have grown considerably in recent years. They 

are expected to bring an external perspective to the 

board, to demonstrate a degree of understanding 

of the business and, according to Professor Julian 

Franks of London Business School, who is quoted 

on page 10, “…to make the organisation better”.  As 

one of our respondents pointed out, a non-executive 

directorship is not for the faint-hearted.

While non-executives have the same legal 

responsibilities as executives, their pay lags behind 

that of their full-time board colleagues and fails 

to reflect the new realities of their position. That 

will clearly have to change if organisations are 

to continue to attract talented individuals who 

are willing and able to take on the increasingly 

important non-executive role and act as custodians 

of good corporate governance.    

HIGH-VIS NEDS 
The findings of this research suggest that the 

day of the ‘high vis’ non-executive director has 

arrived. With shareholders demanding more 

and more transparency and accountability, the 

NED has had to come out of the shadows and 

become more obviously a guardian of corporate 

governance. 

NEDs’ workloads have also increased, with those 

serving on the boards of the ‘Big Four’ banks 

shouldering a particularly heavy burden. Our 

respondents typically attend ten board meetings 

a year, spending up to five days preparing for 

each one, while additional committee work 

can add another 30 days to the annual total. 

Non-executives are also now expected to have 

considerable business knowledge, though not 

necessarily specific sector knowledge.

But non-executive pay has not kept up with 

these developments. Most of our respondents 

thought their reward did not reflect the legal and 

reputational risks they faced, and the increased 

responsibilities of their role. Respondents did not 

think this would affect the number of candidates 

for non-executive positions, but some warned 

that suitable candidates could be deterred from 

applying to join boards, especially of financial 

services firms. Respondents also highlighted 

the difficulty of finding fresh faces, with some 

criticising search firms for being risk-averse when 

putting forward potential candidates. 

Turning to the hot topic of boardroom diversity, 

many respondents took the view that the 

concept should not be narrowly defined in 

terms of gender but encompass diverse skills 

sets and perspectives. Again, some thought 

that search firms were unduly cautious about 

selecting candidates with diverse points of view. 

One telling comment was that knowledge and 

diversity are not mutually exclusive. 
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THE EXPERT VIEW 

Julian Franks, Professor of Finance at London 

Business School, argues that non-executive directors 

must have some understanding of the industry 

in which they are working – especially if this is a 

regulated industry. He points out that one of the 

issues for HSBC, which was recently embroiled in 

scandal involving misconduct in its Swiss business, 

was that some of the bank’s non-executives had no 

experience of banking.  

As a non-executive director himself, Professor Franks 

recognises that he always needs to understand more 

about the business, and therefore spends significant 

time getting to know it. He suggests that new non-

executives should ask people in the industry about 

the company, its chief executive and what is going 

on within the industry. 

Professor Franks believes that the role of a non-

executive is to give advice, to be independent and 

to challenge. Non-executives need to look at the 

bigger issues, to hold the executive management to 

account and challenge the thinking of the leadership 

of the business, he adds.  

The non-executive role also involves giving 

an external view and representing that to the 

organisation, according to Professor Franks. He 

gives the example of the board of a financial 

services institution which needs to represent the 

views of society as a whole about banks to ensure 

that the institution acts in ways that are judged 

acceptable outside the banking fraternity.  “They 

need to help to make the organisation better,” 

he says. 

The time commitment required of non-executives 

depends upon the size of the company, but 

Professor Franks thinks that approximately 40 

days is about right. That means organisations need 

to look carefully at the costs of non-executives. 

Similarly, individuals must think long and hard 

before taking on a non-executive position. Professor 

Franks himself is turning down a number of public 

sector opportunities because they are asking for 

too much time. He believes these problems are 

also diminishing the pool of talent, especially in the 

public sector.  

He considers that it is necessary to enshrine non-

executive responsibilities in law.  “It would be helpful 

to really bottom out what the responsibilities are 

and what they are not,” he says. “But you cannot 

expect a non-executive to know the unknowable.”  

For instance, in the HSBC case it would have been 

sufficient for non-executives to ask whether the 

bank was ‘clean’ in Switzerland and then to question 

what had been done to ensure there was no 

misconduct. “Once they had done that, they had no 

need, and should not be expected, to take further 

investigative steps.  At the end of the day they have 

to trust the executives,” says Professor Franks. 
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SUMMARY OF RESPONSES 

Despite these challenges, however, the following summary of responses to the questions 

we put to non-executives suggests that their commitment is not in doubt. 

If business is to continue to attract candidates of high calibre we must acknowledge 

the contribution they bring to the board. Given the time commitment, competence and 

diligence demanded of NEDs, the role should be viewed as a worthwhile one requiring 

skills, knowledge and understanding that can make a real difference to the success of 

a company

MOTIVATION

What attracted you to the non-executive role 
in the first place? 

Half of our respondents took up their first non-

executive directorships while working in an 

executive role. Some took roles with not-for-profit 

or charitable organisations, one with a research 

institute and the others with subsidiaries of their 

existing companies.

The other half of our respondents had left an 

executive role or taken early retirement and wanted 

a meaningful role in their post-executive career.  

Remuneration was not seen as a motivating factor 

for our respondents, although they voiced a growing 

imbalance between reward and the required 

effort.  In fact, one commented that he liked the 

independence and that the modest remuneration he 

received meant it would not be too difficult to walk 

away if things did not go to plan. On the balance of 

reward and effort, when asked about remuneration, 

respondents mostly agreed that it had not kept pace 

with increases in potential reputational risks and the 

overall responsibilities of the role.

Several respondents saw the move to a non-

executive board role as a development opportunity 

that formed part of their long-term career planning. 

Two respondents mentioned the length of time 

it had taken them to secure their first non-

executive role.

The consensus was that they enjoyed the 

work – the challenge and variety of working for 

different organisations at different stages in their 

development. Our respondents also felt that they 

were able to add value, and enjoyed seeing things 

from the ‘other end of the telescope’. 

The following comments capture some of 
these views. 

“  I wanted to defIne my value In terms of a ‘publIc 
sector heart and commercIal braIn’ and wanted to fInd 
roles where people would fInd value In my experIence. 
I belIeved It was tIme to gIve somethIng back.”

“  I get a lot more satIsfactIon out of workIng for the 
smaller companIes and not-for-profIt organIsatIons, 
where you can make more of a dIfference.”

“  It Is a professIonal job and should not be treated as a 
matter of convenIence. people need to traIn and keep 
up to date to be good non-executIve dIrectors. I wIll 
only work wIth the rIght type of board.”

“  I left an executIve role for work-lIfe balance 
purposes. I vIewed a non-executIve role as an 
opportunIty for learnIng and development. I can make 
a worthwhIle contrIbutIon and lIke the flexIbIlIty of 
a portfolIo career. I enjoy the varIety and challenge 

whIle havIng control of my work schedule.”
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Are you interested in further  
non-executive roles? 

Several respondents stated that they were not 

currently interested in further roles, with two saying 

they would not consider taking on more roles 

without divesting themselves of a current role. One 

respondent said that he would not consider a role 

with a FTSE100 company, and another that he would 

be reluctant to take on a directorship in a regulated 

environment.

Other respondents would consider additional non-

executive roles if these were likely to be interesting 

and enable them to add real value.

It was important to our respondents to be able to 

respect other board members and have a measure 

of compatibility with them. Knowledge of the 

sector and empathy with the business were also 

prerequisites for some. One respondent commented 

that she would be unwilling to take on a role with a 

tobacco or drinks company. 

Other responses to this question included the 
following.

“  yes, If I could add value, but I don’t need to do 
anythIng now that does not Interest me. I don’t care 
how prestIgIous It Is, but would consIder somethIng 
commercIal that Is InterestIng. I often get approached 
but look crItIcally at what Is Involved.”

“  not just for sake of havIng somethIng to do, I want 
to work wIth people I lIke, doIng somethIng that Is of 
Interest; you can make a real dIfference In some roles.”

“  yes, but I would be very choosy about workIng In a 
regulated envIronment.”

“  only If I can make a proper commItment, wIll I thInk 
very carefully about any roles that are offered.”
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FORMAL TIME COMMITMENT  

What is the formal board time required? 

In general it seems that most respondents attend 

around ten board meetings a year as NEDs. 

Preparation time is likely to add at least a further 

ten days to this. However, the time that NEDs are 

required to devote to board duties depends on their 

role and the size of the organisation. In a crisis some 

respondents had found that they had to devote 

a significant amount of additional time to board 

business.

Chairing a committee is widely regarded as 

demanding a great deal of additional time, as some 

of the following comments suggest. 

“  wIth one [commIttee] not much tIme Is needed and It Is 
predIctable and readIng Is predIctable, but for others 
more tIme Is requIred. was told by an experIenced 
non-executIve dIrector to double what I was told was 
requIred In terms of tIme commItments. that seems to be 

par for the course.”

“  It Is Important when appoIntIng people who are In full-
tIme gaInful employment elsewhere as non-executIve 
dIrectors to ensure that they take account of the tIme 
commItment.”

“  It Is very dIffIcult to defIne; It Is always hard work and 
depends upon where the company Is In the economIc 
cycle, not only globally, but also In respect of the 
IndIvIdual company.”

How long do you spend preparing for 
board meetings? 

Respondents reported spending between two to five 

days preparing for each board meeting and longer if 

they were chairing the meeting.

Again, preparation time is dependent on the 

size of the organisation involved. The amount of 

reading required can be considerable, depending 

on the time of year and which committees the 

respondent was working on. As one respondent 

put it: “The preparation time varies significantly and 

can be substantial. For instance, where there is a 

requirement for preparation for an AGM, or where 

there is going to be a new remuneration policy put 

in place, there will be a significant amount of extra 

time talking to advisors.”

How much additional time do you spend as a 
chairman or committee member?

This depends on the company and the role, as is 
clear from the following responses.   Respondents 
also agreed that chairing a meeting is likely to 
require additional preparation time. 

“  addItIonal commIttee tIme can add another 30 days. 
there’s lots of preparatIon, lots of papers to read 
and absorb, and conference calls wIth the team. then 
there Is revIewIng papers before publIcatIon and lots 
of consultatIon wIth shareholders, whIch Is tIme-
consumIng. takIng on a non-executIve dIrectorshIp Is 
not for the faInt-hearted - there wIll be hundreds 
of pages of readIng for each meetIng and possIbly 
sIgnIfIcant travel tIme.”

“  the tIme commItment Is very onerous If you are on the 
board of a ‘bIg four’ bank.” 

“  sIttIng on the nomInatIons commIttee adds a lot of 
work at the moment. gIven the expectatIons of the 
pra that we provIde a detaIled understandIng of why 
people have been appoInted, who else was consIdered 
and why they were not appoInted, thIs can be an 
extremely burdensome tIme commItment.”
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INFORMAL TIME COMMITMENT 

How much time do you spend annually on 
business engagement – on visiting and being 
briefed on the business?

All our respondents expected to spend at least 
several days a year visiting company sites and 
operations, which sometimes involves international 
travel. Several respondents mentioned time 
spent mentoring and encouraging executives and 
managers within the business, a responsibility they 
plainly relished and valued.  

Most respondents reported that board dinners were 
useful for keeping in touch, and that conference calls 
between meetings were particularly useful for those 
chairing the board or committees.

A couple of respondents commented that new NEDs 
may need to devote more informal time in the first 
year of their appointment. As one noted: “More time 
is needed at the beginning of a new non-executive 
role, but everyone does it differently. Of course, 
where you are more familiar with a business you 
will pick up the necessary details more quickly. It 
is important that there is an engagement with the 
business early on, but more important that there is 

ongoing engagement.” 

Other responses to this question included 
the following. 

“  I perceIve my role as beIng to provIde valuable and 
vIsIble leadershIp. I see all the heads of servIce and 
am regularly out In the busIness askIng people about 
theIr concerns. all of thIs InformatIon can then be 
synthesIsed so that I have good ammunItIon for askIng 
relevant questIons at board meetIngs. you need to 
understand the economIc model and fInd out how 
people feel about the organIsatIon.”

“  It really depends on how many board meetIngs there 
are and where they take place. In addItIon, the non-
executIve needs to make three or four vIsIts a year to 
people who are not Involved as members of the board.”

“  I regularly vIsIt the company to take stock and also 
to get out and about talkIng to customers. I need to 
ensure that the company Is actually doIng what It Is 
tellIng me It Is doIng. I can spend as much, or as lIttle, 
tIme as I want to on thIs.”

Does the board set aside additional time for 
its own development? 

Respondents highlighted the value of the board 
setting aside time to review the performance both 
of individual non-executives and of the board as a 
team. This enables the chair and board to discuss 
perceptions of their roles and contributions. They 
can then consider how the board as a whole works 
and its effectiveness, with a view to suggesting ideas 
for improvement. Such a review is separate from the 
appraisal of non-executives.

Board development time varied hugely among our 
respondents, ranging from a couple of days a year 
to around 15 days. 

As some of the following comments indicate, our 
respondents particularly valued any time they 
spent with professional advisors. Those with 
professional qualifications aim to keep up to date, 
but respondents also cited specialist training around 
specific issues such as solvency and pensions. 

“  we sent one of our board members, a doctor, away on 
around twenty days of traInIng on fInancIal matters 
In order to really brIng hIm up to speed as a non-
executIve dIrector.”

“  I spend about eIght to ten days a year wIth the 
accountants or others so that I am kept up to speed 
wIth changes In legIslatIon, accountIng practIces, etc. 
In order to be well prepared for my board role.”

“  feedback and board performance revIews can be 
very revealIng and useful and sometImes a lIttle 
uncomfortable.”

What extra time is required for first 
year induction?

NEDs should anticipate putting in more than the 

stated time commitment and probably expect an 

intensive first three to six months for an effective 

induction. It seems reasonable to suggest that 

prospective NEDs should prepare fully for the role, 

undertaking training as required, and being subject 

to regular review and continuing professional 

development.

The amount of time considered appropriate for 

induction training for a new board member varies but 

ranges from around three days up to ten days, partly 

depending on the size of the organisation and also 

the experience of the board member concerned.

All respondents felt that formal board induction time 

was important and valuable, with most respondents 

expecting to follow up induction training under their 

own steam.
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One respondent commented that newly appointed 

non-executives might not make best use of this 

training as they lacked the context to make sense of 

the information they were given. But after three to 

six months they would recognise the gaps in their 

knowledge and take steps to deal with them. 

Respondents also made the following observations.  

“  I belIeve non-executIve dIrectors should see all the 
ceos and theIr dIrect reports as part of the InductIon 
process but not necessarIly on a regular basIs.”

“  I fIrmly belIeve one should not take up a dIrectorshIp 
wIthout havIng a pretty good understandIng of the 
busIness In the fIrst place.”

“  most boards vIew thIs as necessary, even outsIde of the 
hIghly regulated fInancIal servIces world. dIrectors 
need to understand what Is requIred of them and there 
should be ongoIng updates for all dIrectors.”

“  learnIng about a new company takes tIme. you can’t do 
It In two weeks. you need to see the busIness over a sIx 
to twelve month perIod, gettIng to know the busIness, 
the management and the board as well as other people 
who Impact on the organIsatIon.”

“  InductIon traInIng mIght vary consIderably; If It Is a 
good dIverse board you wIll have some people from 
outsIde the Industry and they wIll need more tIme. I 
created my own programmes to help me become better 
Informed. It Is best done In small bItes over the fIrst 
year. I knew who I wanted to meet and what I needed 
to learn.”

How long are your other time commitments? 

The answer to this question is: “As long as a 

piece of string!” Some respondents reported 

minimal additional time commitments, whereas 

others pointed out that there might be specific 

requirements for strategic events or at times 

of crisis. 

As one respondent said: 

“  dIrectors need to be educated as to what Is expected 
of them, startIng wIth the number of meetIngs, whIch 
wIll depend on the sIze of the company. so the 
relevant preparatIon tIme varIes. one dIrector I know 
spends four days preparIng for board meetIngs. I thInk 
for every day of meetIngs you would be lookIng at 
a mInImum of one or two days, sometImes more, for 
preparatIon. It can be a lot, whIch Is why regulators 
are Interested In the number of roles non-executIve 

dIrectors hold.”

For NEDs of international companies, travel will also 

add significantly to the time they are required to 

devote to their role. 

What do you view as a reasonable 
time commitment?

Effective and professional NEDs need to put in time 

and involvement above and beyond attendance at 

regular board meetings if they are to contribute fully 

to organisational development.

Responses to the question of what a reasonable time 

commitment would be ranged from 20 days up to 

75 days, so plainly this depends on the specifics of 

the situation. In regulated industries such as financial 

services or energy a great deal more time is required.

Our respondents also pointed out that regulatory 

issues take up an increasing amount of time and 

one-off projects such as mergers or issues around 

reputational risk will make additional demands on 

non-executive time.     

“  If I am doIng the thIng serIously I want to do It 
properly. It can be tIme-consumIng, depends what It Is, 
especIally If there are extra one-off projects. for 
formal non-executIve roles there Is always a strategy 
day every year.”

“  depends on what Is goIng on; and, If you are chaIr 
then you spend tIme on the phone to senIor executIves 
regardIng partIcular Issues such as m&a or a 
reputatIonal/pr Issue goIng on.”

“  In a large multInatIonal It Is dIfferent but 20-30 
days Is about the range for a uk plc. If you spend 
much more tIme, then your Independence wIll start to 
be affected.”
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SELECTION FOR A BOARD NON-
EXECUTIVE ROLE 

Did this meet expectations? Was the time 
commitment envisaged and talked about 
during the selection process realistic? 

Our respondents were evenly split between those 

who thought that the commitment required was 

clear, openly discussed and agreed, and those 

who thought that requirements were usually 

underestimated. One respondent commented that 

it is much harder to judge what is required than you 

might think. 

Another respondent thought it important that this 

area should not be over-regulated. At times of 

specific need or crisis board members can find that 

they have to devote time, often at short notice, over 

and above their regular commitment. 

Other responses to this question included 
the following.

“  when they thInk about how much tIme a non-executIve 
wIll need to spend on board busIness they are always 
thInkIng about ‘busIness as usual’. there are tImes when 
the company wIll have extra needs and these can’t 
be factored In. sometImes people are needed at short 
notIce and thIs obvIously may mIlItate agaInst people 
who are In a full tIme job.”

“  not at all realIstIc, It Is never what they say, 
always more.”

“  thIs Is always underestImated, but at the same tIme It 
Is terrIbly dIffIcult to quantIfy. most non-executIve 
appoIntment letters wIll state that they are expected 
to spend 30 days per annum on board busIness. thIs Is 
far too lIttle but at the same tIme a sIgnIfIcant amount 
of that can be undertaken at home. In the regulated 
sector you are lIkely to be spendIng much more tIme 
than Is offIcIally specIfIed by your contract.”

“  probably not, I have learned to ask the questIons 
better. It Is not about delIberate dIstortIon but around 
dIfferIng perceptIons of what Is Involved.”

“  they tend to underestImate, not delIberately, they 
(head hunters and chaIrmen) are tryIng to talk 
you Into It; It takes more tIme than they realIse to 
understand what goes on, to make contacts, and play 
yourself In.”

What is your view as to whether a board 
should recruit for diversity rather than depth 
in the industry when selecting NEDs? What 
are the implications of that choice?

Non-executive candidates need to show that they 

can constructively challenge the executive team and 

provide evidence of independent thinking, curiosity, 

and ability to question and probe diligently but 

unthreateningly. They also need to demonstrate 

excellent listening and influencing skills, courage, 

and acceptance that theirs is a supporting, rather 

than a lead role.

The consensus was that an effective board needs 

depth of experience and a diverse profile. Several 

respondents mentioned that the concept of diversity 

should be interpreted as broadly as possible, rather 

than just emphasising gender diversity. In addition, 

the point was well made that a diverse board is not 

necessarily one that is lacking in knowledge. 

Respondents noted that the chair should ensure that 

the board has an appropriate mix of skillsets and 

relevant experience to provide the requisite advice 

and guidance.

As the comments below indicate, respondents were 

all inclined to value a diversity of points of view 

and thought that a board comprised of smart and 

experienced people who bring new ways of thinking 

to the table is likely to be effective. 

“  they [knowledge and dIversIty] are not mutually 
exclusIve. there Is thIs bIzarre concept of merItocracy, 
but the one thIng that gIves most added value to board 
Is appoIntIng someone who thInks dIfferently.”

“  non-executIve dIrectors need to be curIous and have 
empathy so that they can brIng to bear theIr experIence 
of other busIness sItuatIons to the table.”

“  thIs has massIve ImplIcatIons. I feel very strongly that 
you need real expertIse, especIally In fInancIal servIces. 
the bIg mIstake some boards make Is to do some 
wretched skIlls audIt and then rely on that. you need 
breadth and depth but they have to be the rIght people 
for the job.”

“  fIrst, defIne dIversIty. to me thIs Is about how they 
see thIngs – theIr new perspectIve Is what matters, 
as a dIfferent angle adds value to the board. theIr 
dIfferent poInts of vIew and seeIng what others do not 
see, Is where they add value. I happen to be female but 
that Is not what makes my poInt of vIew dIfferent!”

“  beIng able to say, ‘I don’t understand’ Is what 
stImulates fresh thInkIng.”
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“  thIs depends on sector. by and large dIversIty of 
skIllset Is valuable, though clearly In hIghly regulated 
IndustrIes you need to have a core of people who 
really understand the busIness. In other types of 
busInesses they need to be able to understand the 
customers and the supply chaIn and be able to help 
to advIse the board. In my not-for-profIt work the 
executIve dIrectors are all ‘carIng/sharIng’ and need 
a commercIal edge from the other non-executIves. It Is 
the responsIbIlIty of the chaIr to ‘square the cIrcle’.”

Is it becoming more difficult to get 
experienced non-executive candidates for 
the board? 

The response to this question was a resounding “no”.  

All our respondents think there are many candidates 

willing to be considered for non-executive roles. 

There was, however, a recognition that in the highly 

regulated financial services sector it is more difficult 

to find experienced candidates willing to take on the 

challenge. The risk/reward equation is increasingly 

uppermost in the minds of good candidates.

Several respondents pointed out that the emphasis 

on gender diversity is unhelpful and that female 

candidates want to be appointed on merit, 

not gender.

“  there Is a surprIsIng number of candIdates who 
stIll want to do It. however, It Is Important for 
quoted companIes to fInd people who have already 
had experIence at plc/audIt commIttee/remuneratIon 
commIttee level.”

“  It has always been a challenge. for specIfIc searches 
for certaIn experIentIal profIles It can be more dIffIcult 
but everyone Is lookIng for the best people and there 
are only so many people who already serve, so we need 
to thInk outsIde the box and take a chance sometImes.”

“  the same safe names come up agaIn and agaIn, or safe 
people come out of regulatIon or complIance. chaIrmen 
don’t lIke to take rIsks, nor do head hunters.” 

“  at the moment we are at a crossroads between the 
old board members who, to a large extent, are less 
Involved In the busIness and a new generatIon who are 
really addIng value.”

“  non-executIve dIrectors worry more and some have 
left the arena; we do need more accountabIlIty and 
professIonalIsm but the manner In whIch thIs Is beIng 
Implemented worrIes me. there wIll always be unknown 
rIsks but we need to be reasonable and not scare away 
those wIth IntegrIty who we need In the boardroom.”

Is it becoming more difficult to get new non-
executive candidates for the board?

Again, our respondents think that there are plenty of 

credible, qualified and willing candidates. 

However, several commented that it can be difficult 

to secure one’s first non-executive role. A Catch 22 

situation means you can’t get a board role if you 

don’t have board experience. But you can’t get 

experience if you can’t find a role. Some respondents 

bemoaned the fact that boards now tended only to 

contain the Chief Executive and the Chief Financial 

Officer as executives. Not only did this mean that 

the flow of information could be much more tightly 

controlled by the CEO but also that fewer executives 

were getting exposure to the board and therefore 

were felt to lack the necessary credentials for non-

executive appointments – especially in the quoted 

environment.

Chairmen and investors prefer to appoint 

experienced candidates, and don’t want to put in 

time ‘house training’ new non-executive directors. 

Several respondents also commented that head 

hunters are risk-averse when it comes to putting 

forward a diversity of candidates. 

“  the next generatIon of non-executIve dIrectors may 
be less concerned about the Impact of Increased 
regulatIon as they wIll have grown up wIth It,”  
remarked one respondent. 

Other comments included the following.

“  lots of people are wIllIng to be consIdered, but 
executIve search needs to work harder at the level 
down from the executIve commIttee to fIll new roles. 
some search fIrms are unImagInatIve In theIr approach 
and do not search extensIvely enough and don’t sell 
the company well enough.”

“  It Is becomIng harder to satIsfy the Investors, because 
when candIdates have not been on a maIn board, they 
are lIkely to questIon whether or not they really 
understand the role and know what good corporate 
governance Is.”

“  yes, and thIs Is probably a good thIng. In some 
IndustrIes everybody knows everybody and therefore 
all you are doIng Is recyclIng people. the Increased 
work on dIversIty means that thIs Is becomIng less of 
an Issue.”

“  the problem here Is gettIng people to get the 
experIence of beIng on a board when they are In full-
tIme gaInful employment. I would recommend a possIble 
two-tIer system whereby people can be on the board, 
provIdIng advIce and guIdance but wIth a lower level 
of rIsk and responsIbIlIty, whIch wIll enable them to 
learn about becomIng non-executIve dIrectors.”
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What, in your view, are the added pressures 
on experienced and new non-executive 
directors? 

Many shareholders increasingly look for informed 

and relevant background experience, rather than just 

general business experience. This trend towards a 

professional approach to recruiting NEDs requires a 

positive commitment from the potential director to 

dedicate the time and effort needed to the role.

The level of knowledge and understanding of 

the business expected of non-executives is now 

considerably greater than it was, and this puts 

pressure on those taking up these roles. Regulations 

are constantly amended and updated and, as the 

following comments suggest, keeping up with these 

changing requirements places additional demands 

on non-executives, often at the expense of being 

able to debate real business issues at the board.

“  extra regulatIon and the fact that busInesses are 
becomIng more global mean It Is addIng some pressure. 
addItIonally, the expectatIons of the Investor 
communIty and, Indeed, other board members, are 
hIgher and the competItIve envIronment makes It quIte 
dIffIcult to meet these expectatIons occasIonally. for 
fInancIal InstItutIons there Is sIgnIfIcant added pressure 
and people are begInnIng to consIder that It Is overly 
regulated.”

“  depends on the busIness. there Is a contInually 
IncreasIng amount of regulatIon that you have to 
keep up wIth and Interference basIcally by polItIcal 
processes. It has always been that way but It Is more 
so now, and we seem to spend more tIme on such Issues 
rather than on gettIng on wIth busIness.”

“  beIng a non-executIve, partIcularly In fInancIal 
servIces, Is dramatIcally duller than It used to be! you 
have to spend so much tIme wadIng through arcane and 
rather theoretIcal paperwork, whIch Is not really very 
useful. In regulated IndustrIes the whole process bogs 
down the board In unhelpful consIderatIons that won’t 
really help In the next crIsIs.”

“  pressures of more regulatIon, performance and 
probIty from shareholders, regulators and the medIa 
are makIng non-executIves really have to thInk quIte 
carefully before they take up the roles.”

“  there have always been pressures but hIstorIcally they 
have not been as well recognIsed as they are now. 
non-executIves are now expected to know as much as 
the executIves but thIs Is not approprIate; they cannot 
know as much as an executIve – nor Indeed should 
they. there always should have been Issues around thIs 
but hIstorIcally they have been swept asIde. there Is 
sIgnIfIcant Increased scrutIny and the pressure on the 

chaIr Is Intense.  executIves also want more from the 
non-executIves, and shareholders have gone too far 
In theIr Interference wIth the board. thIs Is especIally 
true In terms of thIngs lIke remuneratIon.”

“  regulatIon can take a sIgnIfIcant amount of tIme; It Is 
not dIffIcult but It Is IncredIbly tIme-consumIng. I thInk 
that the three-year revIew of the busIness Is a farce 
and adds no value. most of the rules and regulatIons 
that have been created are to catch bad companIes 
and crooks, but 90 per cent of companIes are fIne. 
the result Is a number of good companIes are gettIng 
tIed up In too much red tape. the bIg Issue for uk plc 
Is growth and productIvIty and everythIng to do wIth 
corporate governance Is stIflIng that”.

“  there has been a general Increase In the workload 
leadIng to a requIrement to be better brIefed and to 
get closer to the busIness. there Is also a change 
In attItude and sIgnIfIcant unpleasantness agaInst 
dIrectors. non-executIves are, therefore, on the 
defensIve and are beIng much more rIsk-averse. thIrdly, 
the Increase In regulatIon where all Issues are 
regulated for or legIslated agaInst Is affectIng the 
pressures on the non-executIves.”

“  regulatory complexIty Is an Issue. so many dIfferent 
regulatIons to follow, all kInds of regulatory 
Issues, some conflIctIng, all extremely polItIcIsed. 
reputatIonally, you have a lot more rIsk and have to 
be really on the ball, put In a lot of tIme and absorb a 
great deal of very technIcally demandIng data.”

Do you think there will be enough willing 
non-executive candidates in the future?

There was a resounding “yes” in answer to our 

question. In spite of the increasing responsibilities, 

time commitments and liabilities associated with 

taking on a non-executive directorships, the role 

continues to attract a lot of interest from current 

and retired executives. Motivations vary widely: 

some aspire to a portfolio of directorships, while 

many want a single appointment to stay involved in 

their industry and “give something back”. 

While there are plenty of candidates willing to be 

considered for non-executive roles, whether they are 

all suitable is a different matter.

Respondents noted the difficulty of finding fresh 

faces. There were also comments suggesting 

that chairmen and search firms are risk-averse 

in considering left-field candidates. A number 

of respondents think it may be more difficult for 

organisations in financial services to find willing and 

credible candidates for non-executive roles.
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“  good questIon. people wIll stIll want to be non-
executIve dIrectors but the days of doIng more than 
four are long over, If you are goIng to do the job 
properly. If It becomes more onerous, banks and 
Insurance companIes wIll probably fInd It more dIffIcult. 
I have saId ‘no thanks’ to roles In fInancIal servIces as 
It Is too much In terms of tIme requIred.”

“  based on what I have seen there Is a sense from many 
outsIde the fInancIal servIces fIeld that they would 
not go Into a fInancIal servIces role because the 
responsIbIlIty Is too much and wIthout the relevant 
background It Is not approprIate. It Is seen as a dIffIcult 
path In fInancIal servIces, because people now focus on 
the accountabIlIty more.”

“  there are more than enough candIdates, though 
whether they are all suItable and have understood the 
pressures Is open to questIon.”

“  provIded there Is some relIef as to the levels of 
responsIbIlIty then there wIll be enough people. 
some may need the money but there wIll be IndustrIes 
(especIally regulated ones) where It wIll become 
tougher. the current envIronment Is stIflIng the abIlIty 
of generalIsts to get onto regulated boards and In 
some respects the model Is broken.”

“  at the moment thIs Is not a problem, but on balance, I 
would say take It on at your perIl. the upsIde does not 
warrant the rIsk.”

Do you think the responsibilities and depth 
of knowledge required are acting as a 
deterrent?

The consensus seems to be that, particularly 

in respect of appointments to the boards of 

financial services companies, there is or will be a 

deterrent effect.

“  what can be a deterrent Is personal lIabIlIty. thIngs 
may happen In an organIsatIon of whIch you, as non-
executIve, are and should be, unaware. It’s possIble 
that people may make the wrong judgment because they 
have been gIven the wrong InformatIon and, If there Is 
sIgnIfIcant legal lIabIlIty thIs wIll, over tIme, become a 
deterrent.”

“  there Is a deterrent effect. for people outsIde 
the fInancIal servIces arena thIs Is a concern but 
It probably does not affect those famIlIar wIth 
that world.”

“  there needs to be a balance of reward In order to 
take on the IncreasIng responsIbIlItIes.”

“  I belIeve overall In reasonable regulatIon but 
current levels, coupled wIth the crushIng burden 
of Interference from regulators, are actIng as a 
deterrent for many.”

“  yes, the responsIbIlItIes are a deterrent; as Is the level 
of remuneratIon In the lIght thereof.”

Do you think new non-executives understand 
what is expected of them?

There was an even split on this question; some 

new non-executives do not realise what they are 

letting themselves in for. Other respondents felt 

that the role was fairly well understood but that 

responsibilities associated with it should be covered 

in the recruitment process.

“  most new non-executIves have no understandIng of the 
responsIbIlItIes or commItment of a non-executIve, even 
If they had sat on a board.”

“  you have to do your due dIlIgence. there are bound to 
be adjustments to make but It Is what I expected.”

“  certaInly hope so.  If not, the board Is at fault for not 
makIng thIs clear at the outset.”

“  depends what theIr background Is. I, personally, dId 
not fInd the transItIon dIffIcult and thInk that Is 
because I was famIlIar wIth the legal background, 
understood the role and the dIvIde between executIve 
and non-executIve and what It Is lIke to be supportIve 
but to say what needs to be saId. I have heard that new 
non-executIves are not always famIlIar wIth what beIng 
a dIrector Is about, so InductIon traInIng Is Important. 
they may be tryIng to Interfere and get too Involved. 
they need to be gIven tIme to settle In and fInd theIr 
feet. some do thIs more easIly than others, of course.”

“  people do not understand the commItment and thInk 
that It Is much easIer than It Is. technIcal people 
(especIally fInance dIrectors) fInd that they are unable 
to contrIbute more wIdely to busIness Issues and can 
often get stuck In detaIl.”

“  thIs depends on the qualIty of mentorIng. you should 
be prepared and wIll know what the downsIdes are, 
but wIll stIll need someone to guIde you and a great 
chaIrman helps.”
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REMUNERATION FOR BOARD NON-
EXECUTIVE ROLES  
If candidates are to be encouraged to take on 

non-executive roles their reward needs to be 

commensurate with that of senior executives 

(pro rata to their part-time commitment). NEDs 

share onerous legal responsibilities with executive 

directors, and in many cases are more experienced. 

The fees paid should adequately reflect the mix of 

responsibility and contribution to company success 

that the role carries. 

Fees paid vary considerably, depending on 

company size, time commitments and many other 

factors. Remuneration should be sufficient, without 

being excessive, to attract credible and qualified 

candidates. It is not practical to suggest or set levels 

of reward; candidates have different motivations 

and expectations, while organisations differ in 

their ability to pay. Potential NEDs will take a view 

as to adequate remuneration for their energy and 

commitment.

Our respondents clearly feel that fees have not kept 

up with increased responsibilities, personal risk and 

time demands.

In 2014 the IDS Executive Compensation Review 

reported that the basic fee for FTSE 100 NEDs 

is now £65,816. The average additional fee 

for remuneration committee members is now 

£12,622, while the additional fees commanded by 

remuneration committee chairmen is £21,258. 

Does remuneration for the non-executive role 
reflect the new realities of the position? 

The consensus among our respondents is that 

remuneration has not kept pace with increased 

responsibilities and time demands. 

“  we need to look at the ratIo between ceo and 
non-executIve dIrector remuneratIon. thIs has 
grown beyond all measure over the past few years. 
non-executIve dIrectors are paId far too small a 
proportIon. the startIng poInt for any ratIo should be 
10 to 1 agaInst the base salary, pensIon and benefIts of 
the chIef executIve.”

“  not partIcularly – not for the money, compared to 
executIve pay as there Is much more accountabIlIty, 
maybe a ratIo of executIve pay could be consIdered.” 

“  depends on the role. I thInk that people from outsIde 
see the number of days and see the per dIem and thInk It 

Is hIgh. however, gIven the responsIbIlIty I don’t thInk 
It Is so hIgh. I defInItely take a vIew that If you looked 
at It on an hourly basIs, gIven the tIme these roles can 
take, then I don’t see non-executIve pay as money for 
old rope.”

“  no, but you have to be careful. rIsk-reward Is not 
there but on the other hand you don’t want people 
who need the job for fInancIal reasons.”

“  remuneratIon Is not suffIcIent but It Is dIffIcult to 
adjust the level of remuneratIon for non-executIve 
dIrectors at a tIme when there has been lIttle, If any, 
wage InflatIon for workers. thIs Is especIally the case 
where there Is sIgnIfIcant corporate actIvIty whIch 
takes that much more tIme but does not necessarIly 
delIver ImmedIate Increases In profIt.”

“  [companIes are] tradIng on the fact that people want 
what they see as prestIgIous roles. there Is a gap 
between executIve roles and consultIng roles, whIch 
means that non-executIve fees are not remotely In lIne. 
It Is a questIon of supply and demand.”

Is there an appropriate remuneration balance 
for the extra committee responsibility and 
should there be a different level depending 
on the committee, in particular audit?

In broad general terms most respondents think 

that, given the amount of work involved in chairing 

a committee, fees could be increased for this work. 

The point being made is that if you want quality, 

then you have to pay a premium for it.

What in your view is a reasonable level of 
compensation for the non-executive role?

Respondents note that this may well depend 

on the size of the organisation and scope of the 

role. £50,000 was suggested as a starting point 

for non-executive roles in FTSE 250 companies. 

Remuneration for committee roles and for chairing 

a committee might be £7,000 and £10,000 

respectively.

Compared to the rate some of our respondents 

might charge for consultancy work, their NED fees 

are negligible. Respondents suggested that if a 

company will not pay the right ratio, or a day rate 

equivalent to that of the audit partner servicing the 

company’s account, then it needs to explain why. 

That would be a first step to ensuring a fair level of 

compensation.
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NON-EXECUTIVE DIRECTOR 
INDEPENDENCE  

What is your view on the level of 
independence of the non-executive in the 
context of being asked to do more and have 
greater involvement with the company? 

All our respondents were sure that their 

independence was not, and should not, be 

compromised. The consensus was that this is about 

mind-set, and that the non-executive must maintain 

independence at all costs. 

One respondent did note that after a number of 

years on the board one tended to ‘go native’ to an 

extent. Another said that if you spend 50-60 days 

a year in an organisation you “become part of the 

scenery”.  Other comments included the following.

“  the problem Is that neds are IncreasIngly asked 
to become Involved In thIngs that wIll compromIse 

theIr Independence.”

“  I thInk It should be possIble to maIntaIn Independence 
but there Is a danger that non-executIves are oblIged 
to get over-Involved. polItIcIans don’t have enough 
knowledge about what the board and non-executIves 
are there to do, and thIs Is shown In the codes that 
have been Implemented. some new regulatIons have made 
our work unnecessarIly complIcated.”

“  I thInk the term non-executIve Is wrong, we should call 
It ‘Independent’.”

“  I don’t thInk there Is a conflIct but you must be careful 
how you tread; we have a legal, moral and ethIcal 
responsIbIlIty to shareholders. I thInk the realItIes are 
that non-executIves have to be more Involved than In 
the past.”

“  the questIon Is usually around Independence of 
thought, and most dIrectors should be able to maIntaIn 
thIs. however, there Is more and more Involvement 
requIred and It Is becomIng more and more dIffIcult to 
remaIn fully Independent.”

“  thIs has always been an Issue. where you are requIred 
to challenge but support then It Is goIng to gIve rIse 
to conflIct and thIs Is why dIversIty Is Important. 
regulators have an unrealIstIc expectatIon of level of 
Involvement that can be achIeved.” 

Do you think the level of knowledge and 
involvement required of non-executives is 
realistic?

The level of knowledge and commitment required 

is, by and large, regarded as being reasonable and 

realistic. The role is more demanding than it used to 

be and the regulatory burden is onerous, particularly 

in financial services. 

“  a massIve Increase In governance mItIgates agaInst 
the board beIng able to look at the strategy and 
performance of the busIness. people need to spend 
more tIme on thIs but governance Is eatIng Into the 
avaIlable tIme, and therefore the effectIveness, of 
the board,”  
observed one respondent.  

Others made the following points.

“  companIes are demandIng more from theIr non-
executIve dIrectors and, If they don’t produce the 
goods, are gettIng rId of people.”

“  rather than knowledge, It Is experIence that Is sought 
but cross-fertIlIsatIon Is not consIdered, whIch would 
often be useful. wIth regard to Involvement, you 
have to know where to draw the lIne, you are not an 
executIve and sometImes new non-executIves struggle 
wIth thIs.”

“  the law makes no dIfferentIatIon between a non-
executIve dIrector and an executIve dIrector. however, 
a judge wIll look at thIngs In the round and recognIse 
that everybody can’t know everythIng. overall, the 
board Is beIng asked to have a sIgnIfIcantly hIgher level 
of knowledge than In the past and In some cases thIs 
Is unrealIstIc.”
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Does the expected level of commitment 
have an impact on the requirement to be 
independent? 

Non-executives did not regard this as a problem, 

despite their heavy workload. Responses to this 

question included the following.

“  provIdIng that non-executIves recognIse theIr 
boundarIes, there Is no Impact on Independence.”

“  as chaIrman I have had, occasIonally, to stop non-
executIves becomIng too Involved In the company.”

“  no, In fact I make sure I do understand the busIness 
and the detaIl. so that I can do the rIght thIng, stand 
asIde, challenge and take the part of stakeholders.”

“  Independence Is a state of mInd and the level of 
knowledge requIred, whIle sometImes excessIve, should 
not affect thIs. however, because the IndIvIdual has to 
have much closer relatIonshIps wIth executIves In order 
to gaIn the level of knowledge requIred, thIs can be 

an Issue.”

“  we are not really Independent. we don’t work there 
full-tIme but are chosen for our knowledge, and 
as members of a team we all have to pull together. 
after all, whose agenda are we followIng? there Is, 
to some extent, a muddled notIon of Independence and 
a damagIng antI-busIness sentIment from the polItIcal 

spectrum whIch Is pushIng busIness on the defensIve.”

What is your view of where the strategy 
question starts and finishes for the non-
executive members of the Board? 

The Financial Reporting Council’s view of the 

responsibilities of non-executives in relation to 

strategy is summarised in the following statement: 

“As part of their role as members of a unitary board, 

non-executive directors should constructively 

challenge and help develop proposals on strategy. 

Non-executive directors should scrutinise the 

performance of management in meeting agreed 

goals and objectives and monitor the reporting of 

performance.” 

(Financial Reporting Council, 2012, para. A.4)

While noting that it can be difficult for new 

non-executives to carry out these duties, all our 

respondents were clear that they have a major role 

in formulating strategy, reviewing it with executives 

and holding them to account for their performance. 

Respondents’ comments on the strategy question 
included the following. 

“  It Is down to non-executIves to test the strategy, 
rather than to devIse It. they need to ask the 
questIon as to whether the strategy wIll delIver what 
shareholders expect from the company. however, 
In realIty, In smaller companIes a board may need to 
be more Involved In formulatIng the strategy than In 
testIng It.”

“  oversIght Is what we are there for – non-executIves 
can’t be expected to see everythIng that goes on.”

“  you need a good understandIng of the company and 
market to take part In these dIscussIons. thIs doesn’t 
happen overnIght, It Is gradual – not slow, but a 
contInuous process. non-executIves need to be well 
brIefed and Involved wIth strategy; though clearly the 
people wIth the best knowledge of the organIsatIon 
are the executIves, but the non-executIves offer 
challenge and perspectIve.”

“  non-executIves play a sIgnIfIcant role In gIvIng tIme to 
debate and questIon and advIce.”

“  the non-executIve dIrectors cannot formulate 
strategy. It Is down to the chIef exec and the rest of 
the executIve team to formulate a strategy and the 
non-executIves need to fInesse, modIfy or reject It If 
absolutely necessary. It Is down to the non-executIves 
to test It and to ensure that It Is reasonable.”
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Where do you see the pressures for greater 
involvement/ engagement of non-executives 
emanating from? 

As the following comments indicate, respondents 

see pressure coming from regulators, shareholders 

and from board members themselves.

“  It Is Important to determIne what Is needed In each 
partIcular case, rather than to assume that ‘one sIze 
fIts all’.”

“  thIs Is comIng from shareholders and executIves. In my 
opInIon shareholders are gettIng too Involved In what 
the non-executIves do.”

“  regulatIon Is a major Issue as there are more and 
more thIngs to monItor. boards and executIves seem to 
want more InsIght and Investors are puttIng sIgnIfIcant 
amounts of pressure on the senIor Independent 
dIrectors. the result of thIs Is that, occasIonally, the 
non-executIves can get In the way of the executIves.”

“  there Is a lot of polItIcal nonsense around 
dIrectorshIps, but In the real world It works the way 
It works. the notIon that Independent non-executIves 
should know as much as the ceo under the law Is 
rIsIble.”

“  a combInatIon of regulators and other stakeholders 
put a lot of pressure on boards but gIven the 
complexIty and globalIsatIon of modern busIness, It Is 
Important that we are more on board and engaged and 
Involved In what Is goIng on.”

“  pressure comes from the regulators; shareholders 
just want the board to get on and keep the company 
successful. I suppose that regulatory pressure 
Is pressure from the people. we have a wIder 
responsIbIlIty than one had 10-12 years ago, whIch Is 
not a bad thIng.”

“  thIs Is comIng from all sorts of regulatIon and 
legIslatIon. addItIonally, InternatIonal competItIon and 
the requIrement to understand new routes to market 
(especIally e-commerce) are also pushIng the non-
executIves closer to the busIness.”

What support would help you as a non-
executive to perform your role even better?

Respondents value an efficient company secretariat 

and assistance from accountants. There is a lot 

of administrative work involved in non-executive 

roles, and help with this and with logistics is also 

appreciated.

A number of respondents mentioned the value of 

induction training, ongoing mentoring and board 

effectiveness reviews.

“  most ceos regard the board as a necessary nuIsance 
rather than anythIng else. by far the most worthwhIle 
role Is If the ceo does work wIth the board, as It Is 
much more InterestIng.”

“  an Internal person, on poInt, to help non-executIves 
fInd those they need In order to dIscuss and explore 
Issues; that Is to say, an Internal guIde because It can 
be hard to fInd out who Is the person In the company to 
pInpoInt on certaIn matters.”

“  board effectIveness reports can be a major help In thIs 
regard.”  

“  I’m a great belIever In 360 degree appraIsals, whether 
facIlItated or not. board evaluatIon Is also useful. 
good appraIsals help people to get better and I lIke 
there to be a rIgorous evaluatIon of the board and 
what It has achIeved.”

“  just keepIng up wIth the It nowadays Is a challenge; 
a good company secretarIat that ensures we are kept 
Informed, and open lInes to executIves as necessary.”
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How distinct do you see the boundary 
between a non-executive and an advisor or 
consultant? Is there potential for confusion? 

Our respondents did not see this as a problem area. 

As the following comments suggest, they view non-

executives as independent and believe that there 

should be no confusion.

“  there Is a real dIfference as to the responsIbIlItIes of 
non-executIves. the rIght thIng has to be done and we 
are there to see It Is done.”

“  there should not be any confusIon as they are 
essentIally dIfferent roles.” 

“  I don’t thInk there Is, the non-executIve has a vote and 
legal lIabIlIty; an advIsor has neIther.”

“  It Is clear what the dIfferences are. non-executIves 
may offer advIce, In the sense that they brIng Ideas 
from outsIde, suggest dIfferent ways of doIng thIngs 
and offer counsel. so they behave lIke an advIsor, 
but the dIfference Is that the advIsor Is paId to come 
In and advIse and then go away. the non-executIve has 
a lastIng relatIonshIp wIth the organIsatIon and has 
accountabIlIty.”

“  there should not be but some IndIvIduals do confuse 
themselves. It tends to be a problem wIth new non-
executIves who want to tell you what to do, rather 
than ask you why or how you are doIng somethIng”.

Should non-executives (other than the audit 
committee chair) be recruited for specific 
sector/functional experience?

An influential academic paper examining board 

effectiveness makes the following observation. 

”Non-executives are expected to bring experience 

and knowledge gained outside the organisation, to 

challenge and test both the overarching strategic 

framework of the business as well as specific 

proposals for strategic investment, divestment and 

change.’’ (McNulty, Roberts and Stiles, 2002). 

Our respondents tended to agree. On the whole, 

they feel that the chair is responsible for ensuring a 

good mix of skills and experience and that they fulfil 

their board role using their broad judgement rather 

than functional expertise. Respondents pointed out, 

however, that sometimes a board needs specific 

skills or experience.

“  absolutely, you should be recruItIng for specIfIc 
skIllsets to help the board but they should not take 
over from the responsIbIlItIes of the executIves.”

“  It Is valId to ask for partIcular expertIse, but you 
must be clear that they are not there for advIce but 
for challenge, and that It Is the role of the chaIr to 
ensure that people fulfIl the role of non-executIve by 
usIng theIr broader judgement rather than functIonal 
expertIse”.

“  overall, the board must have enough core strength. 
perhaps a percentage of the board Is recruIted for 
specIalIsm.  If the rIght person Is appoInted they brIng 
not just experIence but a dIfferent way of thInkIng to 
apply to the broader Issues; but you need to gIve them 
really good InductIon”.

“  yes, especIally on commIttees, you need to have a feel 
for the mIlIeu, and to understand how remuneratIon 
works at senIor levels and the governance around It. 
you need people wIth approprIate technIcal knowledge 
– people who are subject matter experts – but also 

some dIversIty of perspectIve.”
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INVESTOR COMMUNITY 

Is the current corporate governance regime 
providing adequate assurance for the investor 
community? 

Respondents seem to feel that the current regime, 

while not perfect, is fit for purpose and that there 

are ample opportunities for investors to question 

the chair and board. One respondent commented 

that regulatory requirements have made it more 

difficult, rather than easier, for shareholders to find 

the information they need in a mass of paper. Others 

made the following points. 

“  Investors need to recognIse that Investment carrIes a 
rIsk and that not everythIng Is somebody’s fault.”

“  some InstItutIons understand the Issues but In most 
there Is a specIfIc dIfference between governance and 
InvestIng part of the InstItutIon. thIs has, In some cases 
led to the rIdIculous sItuatIon where fund managers 
are perfectly happy wIth a partIcular Issue (often 
around remuneratIon) but wIll vote agaInst It because 
It Is agaInst theIr ‘polIcy’. thIs Is especIally the case 
wIth amerIcan InstItutIons where Issues of corporate 
governance are outsourced to votIng InstItutIons.”

“  as a framework It Is rIght and good; thIngs do go 
wrong but the framework Is rIght.”

“  on the whole, uk plc Is a good place but there could 
be more dIalogue between shareholders and the board. 
If the board can keep the shareholders Interested and 
Involved, then there Is a much greater chance of better 
understandIng and more can be achIeved.”

Some respondents were less satisfied with the 

current corporate governance regime.  One said: 

“  No, the balaNce is all wroNg aNd the corporate 
goverNaNce regime goes iNto detail iN the wroNg areas. 
i caNNot uNderstaNd why people read some of the 
reports, or iNdeed who reads them. oN the whole, the 
city has very little uNderstaNdiNg of busiNess aNd there 
is a sigNificaNt lack of experieNce aNd commoN seNse.”

Another said: 

“  yes, almost too much. they are literally spooN-fed 
quarterly results aNd giveN more thaN eNough. i’m Not 
too sympathetic – accouNtiNg rules are very stroNg iN 
this couNtry.”

What, in your view, are the biggest concerns 
of the investor community?

About half of the respondents mentioned 

remuneration, which remains a pressing concern for 

some investors. 

Short-termism was also mentioned, as was the 

robustness and accuracy of information provided to 

stakeholders.

“  they don’t want surprIses; they want to know what Is 
really goIng on, feel confIdence In the strategy that 
the board agrees and that It Is one whIch Is robust and 
ready to execute.” 

“  the fund management communIty Is worrIed that 
regulators wIll go after them next. ultImately, 
fund managers don’t care about anythIng other 
than performance.”

“  Investors want to keep control of remuneratIon. 
furthermore, they need to make sure that the ceo 
Isn’t runnIng rIot. they want to see dIrectors provIdIng 
checks and balances.”

“  Investors want to make money and don’t want any 
surprIses. on the one hand, shareholders don’t wIsh 
to be InsIders but, on the other hand, they want to 
know everythIng.”

“  from the InvestIng communIty thIs Is all about 
sustaInable growth. I am fIrmly of the belIef that 
companIes should over-delIver and under-promIse. you 
need to hold thIngs back because there are no prIzes 
for InconsIstent performance.”

“  fund managers are only Interested In numbers because 
that Is what affects theIr bonus. analysts want to get 
the numbers rIght and care about lIttle else. overall 
the attItude Is far too ‘tIck boxy’ and the problem Is 
that because people are tryIng to tIck boxes they can 
vote down good polIcIes.”
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What areas of corporate governance could 
be improved?

Respondents expressed the following views.

“  we need to ensure that not too much weIght Is gIven 
to governance over creatIng value for shareholders. 
at the moment the pendulum Is swIngIng faIrly hard 
towards too much governance.”

“  there Is not much that Is not already covered by some 
sort of code or regulatIon!  companIes are better 
managed as a result, and generally the InformatIon we 
make avaIlable Is good stuff and we demonstrate we 
are commItted.”

“  corporate governance could be Improved by makIng 
sure that there Is an InItIatIve that ‘less Is more’ In 
reportIng. more InformatIon should be gIven around 
human capItal Issues rather than just the physIcal 
assets. thIs would help to Improve the performance 
of companIes.”

“  ‘comply or explaIn’ works well and on the whole 
means that there Is a measured approach.”

“  some governance around targets In respect of the 
envIronment and corporate socIal responsIbIlIty are 
commendable but nobody polIces It as nobody really 
cares; they care about return on capItal. If anythIng, 
thIngs are too prescrIptIve now, too rules-based.”

“  too much of It at the moment Is box tIckIng and there 
Is no real feedback. there Is stIll a way to go In terms 
of gettIng shareholders Involved, especIally In smaller 
companIes. most Importantly, shareholders need to 
understand busIness as a whole.”
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NON-EXECUTIVE DIRECTOR 
CAPACITY 

Have you been a non-executive director with 
a full-time role or have you experienced 
a board colleague who has been in this 
position? 

Around half of our respondents had held both 

executive and non-executive roles at the same time. 

As the demands of their role increase, non-

executives need to structure their workloads to 

carry out their duties efficiently and effectively. 

There is now more scrutiny of the maximum number 

of roles a non-executive can carry out successfully. 

Those contemplating taking up a directorship in an 

organisation of any significant size should take a 

realistic view of their ability to contribute fully and 

professionally to more than a limited number.

One experienced respondent pointed out that taking 

a non-executive role always used to be seen as a 

distraction, although if it were in a not-for-profit 

organisation that was generally considered to be 

acceptable. Other respondents made the following 

comments. 

“  realIstIcally, I thInk It Is very dIffIcult. If I were chaIr 
I would not want my ceo goIng off to take up a non-
executIve role.”

“  corporate governance should be fIrmer about the 
number of roles taken on.”

“  It Is always good If you can have one or more people 
doIng both on a board, they brIng a lot of experIence 
whIch can be really useful, and In some areas In-depth 
knowledge Is requIred.”

Effectiveness while in another full-time role. 
Does it work? What, if any problems do you 
see with it? 

The problems most frequently cited by respondents 

were around time constraints. 

“  wIthIn sensIble lImIts It works very well but must 
be monItored.”

“  you have to be quIte clear about makIng enough tIme 
for a non-executIve role and those you are workIng 
wIth must know that It Is a separate responsIbIlIty 
for whIch you need tIme and space. I don’t see any 
partIcular problem gIven that one should not take 
on a role wIthout beIng sure of havIng the tIme and 
resources to do It well.”

“  the maIn Issue Is around tIme. the flexIbIlIty Is lImIted 
and there Is a rIsk that people may take theIr eyes off 
the ball dependIng on what Is happenIng In the other 
parts of theIr lIfe. under no cIrcumstances should 
anybody have more than one non-executIve role whIle 
they have a full-tIme executIve role.”

Benefits of another full-time role: what added 
dimensions does it bring?

Respondents believe that non-executives with 

other full-time roles bring a diversity of opinion and 

experience to the board. 

“  I thInk that a non-executIve role, In terms of the day 
job, Is Immensely valuable as you develop skIlls In 
conflIct management and effectIve challenge. there 
are lots of thIngs that you develop as a non-executIve 
whIch play back Into the day job as you have the benefIt 
of seeIng other approaches to rIsk and strategy and 
remuneratIon; there are all sorts of crossovers.”

“  It does brIng knowledge of up-to-date practIce and 
ensures people are really on theIr game.”

“  It Is good for a ceo especIally to understand the role 
of InfluencIng and to be able to learn and reflect 
rather than just push thIngs through.”
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In light of the increased requirements 
and expectation of knowledge and time 
commitment, is the non-executive director 
role tenable in the future?

Overall, respondents feel that the non-executive role 

as currently constituted is tenable. 

“  I lIke to thInk so; we don’t really want professIonal 
non-executIves – that was not ever the purpose of 
havIng non-executIves on the board. the wealth of 
knowledge that experIenced non-executIves brIng to 
the board from other sectors Is really valuable. non-
executIves are gettIng younger, though we should not 
thInk older people do not have a valuable part to play. 
the amerIcans have no age lImIt and It can be a good 
thIng, or a bad thIng – we should not judge people by 
theIr age. a mIx of experIence and knowledge can be 
useful.”

“  we wIll need to make changes; the role Is changIng 
and dIrectors are more aware of the responsIbIlItIes, 
and wIth the tIghtenIng of governance non-executIves 
are more aware of the rIsks. we don’t want thIngs 
to be too cosy but need to look at rIsk-reward, 
and consIder reputatIonal rIsks. socIal medIa makes 
everythIng so much more vIsIble. the rIsks are hIgher 
but rewards are not great.”

“  workIng as a non-executIve In the regulated market 
wIll become more and more dIffIcult and fewer and 
fewer people wIll be Interested.”

“  we wIll have to look more wIdely when choosIng non-
executIves and the board wIll have to become more 
dIverse, not only In respect of Its gender and ethnIcIty 
but also In the background of IndIvIduals who are on 
It. relatIve rewards wIll need to Improve.” 

“  overall, I do not see anybody havIng a better model. 
In the us too much power Is gIven to the ceo and 
the chaIrman, and the contInental model would not 
work here.” 

“  It Is tenable. I am not In favour of codIfIcatIon 
of responsIbIlItIes.”

What do you think is the portfolio capacity 
of a non-executive who only works as a non-
executive?

Some respondents thought six would be the 

maximum but most seem to regard three or four 

roles as reasonable. This obviously depends on the 

organisation and on individuals and their appetite 

for the workload and commitment.

“  If you have a portfolIo career, don’t take anythIng new 
on untIl you are comfortable In the roles you already 
have. I don’t take on a lot of new thIngs at once and 
always try to get a good estImate of tIme avaIlable 
and needed.”

“  three Is the most I thInk you could do, If you wanted to 
do It really well, that would be manageable but pretty 
full on.” 

“  the number of roles undertaken Is an Issue; we wIll 
need some form of outsIde Involvement/supervIsIon. 
the days of people holdIng multIple roles must 
be numbered.”

“  responsIble non-executIves wIll Impose theIr own 
cap. I’d prefer not to have rules – guIdance but not 
regulatIon would seem approprIate.”

“  It Is nonsense to try to put a number on It. we need to 
apply common sense to each sItuatIon.”
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IS THERE A BETTER SYSTEM? IF SO, 
WHAT WOULD IT LOOK LIKE? 
Some observers advocate a two-tier board structure 

as in continental Europe – an executive board and 

a supervisory board, the latter consisting of non-

executives, as well as other stakeholders such as 

employees. This is at odds with the traditional 

UK system of a unitary board that embraces the 

philosophy of ‘collective responsibility’.

Respondents, overall, are happy with the unitary 

board system and do not favour the supervisory 

board, as used in Germany; only one respondent 

spoke in favour of this model.

Respondents agree, however, that the system will 

develop and evolve, with a number saying they 

would favour better understanding of the role, 

responsibilities, liability and limitations of the NED. 

“  governance should be about challenge, whIch leads to 
better decIsIons and, thereby, to better outcomes. I am 
concerned that brIngIng In a legal framework would 
be dIffIcult because In draftIng legIslatIon It wIll be 
ImpossIble to cover all probabIlItIes.”  

“  Independent dIrectors are a good thIng.” 

“  there Is already some form of codIfIcatIon and we need 
to buIld understandIng of thIs around the market. In 
commercIal companIes the non-executIves should be the 
voIce of the shareholders and ensure that the company 
Is run for shareholders. I belIeve that non-executIves 
are crucIal to the survIval of capItalIsm.”

“  there should be more executIves on the board, rather 
than the current move to purely non-executIves. whIle 
not In favour of legal defInItIon of the responsIbIlItIes 
of non-executIves, I thInk there should be a better 
defInItIon of relevant requIrements around practIce 
and responsIbIlIty.”

“  It would help If there was a clear delIneatIon and 
understandIng of the levels of knowledge expected 
of non-executIves, what they are responsIble for 
(and what they are not responsIble for) and overall 
guIdance about behavIour, provIded that It Is IntellIgent 
and not purely a box-tIckIng exercIse.”

“  there Is a current meanness of spIrIt that needs to be 
dealt wIth; journalIsts, mps and the general publIc 
take pot-shots at dIrectors whIch does not help. there 
Is, however, no better system and where there Is a wIde 
ownershIp of shares you need stewards of the assets.”

“  wIde guIdance and the framework are fIne and I 
thInk we are doIng well, though we may be In danger 
of travellIng too far down the legIslatIve route, 
wIth unIntended consequences. culture and ethIcal 
responsIbIlIty are where we should focus; It Is 
Important at senIor level and should percolate rIght 
through the organIsatIon.”

“  I’m not aware of a better system, all have flaws. 
the prIncIple of non-executIve challenge Is very 
good. vInce cable suggests employees should sIt as 
representatIves on remuneratIon commIttees; I would be 
happy to try It.”

ANY OTHER COMMENTS?
Respondents added the following general 
comments.

“  our system Is faIr, It Is predIcated around not beIng 
Influenced by pay.”

“  dIversIty on the board Is a hot topIc at the moment. 
everyone says we need dIversIty and they are sayIng It 
because of the gender Issue, but I thInk dIversIty should 
be more about dIfferent ways of thInkIng. I would be 
Interested to hear from others In due course what the 
end result of a dIversIty polIcy really delIvers. people 
say they want dIversIty, but do they In fact welcome It 
when It happens?” 

“  by all means, let’s thInk about thIngs dIfferently and 
do thIngs dIfferently, because that goes to the heart 
of groupthInk, where everyone Is the same and we rely 
on the way we have always done thIngs. but In real 
terms, what Is the actual experIence of dIversIty In 
actIon, and do we react well to the challenge that 
dIversIty brIngs? In the uk we focus on women. what 
wIll happen as a result of that?” 

“  what tends to happen when you brIng In newcomers Is 
that thIngs have to change; and how well do boards 
react to sIgnIfIcant change? we wIll only see the 
results come through over the next number of years, It 
wIll be InterestIng to see the effects and If It actually 
changes anythIng. wIll more women on the board make 
a dIfference to how the board operates?”

“  there Is no such thIng as a non-executIve chaIrman. 
however, thIs does not mean that they cannot be 
Independent.” 
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