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The Board as a Team

The effectiveness of a board is a reflection of how well the
members work together as a team, so the composition of the
board 1s important. Chairmen are 1looking for a Dbalance
between inside knowledge and outside experience, and between
personalities, sisids and age.

&xyemu¢x
FEqually, when vacancies occur on a board, board members need
to think through what skills and experience would best
complement those already present The search should start
with a description of the kind of person the board is looking
for and not, as it far too often does, with names.
Boards 1like other teams need to be made up of people with
different attributes. Without that mix there would be
insufficient debate and challenge. Board members, however,
have to strike a balance between standing up for their
individual opinions and standing behind the views of the rest
of the board team.

Boards should not become too cosy or club-like - you need a
degrec of tension. But there is no place on an effective
board for the intransigent or for passengers - nor is there
for directors, who see their role as representing some
particular set of interests. The duty of all directors is
solely to the institution for which they are responsible.

Chairmen should. therefore, have everyone's support in
bringing about whatever changes are necessary to the board
.team to promote effectiveness.

What should hold members of the board team together is their
belief in a common cause. If they are dedicated to the same
task, they should be able to strike the right balance between
individuality and collegiality.
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The Role of Outside Directors

This leads on to the role which outside directors play on a
board. I prefer the title outside director to non-executive
director, because it 1is a more accurate description of their
position. Outside directors bring their own outlook and
experience to the board, which will be different from those
of the inside or executive directors. In addition, they have
the advantage of standing further back from the day-to-day
working of the body which they are directing and thus are

freer to exercise their independence of judgement.

Because they do not hold executive posts within the-
organisation, outside directors are in a position to review
the performance of those that do. Equally, they are
well-placed to take the lead over issues where the interests
of the executive management and of the institution could
diverge, for example over top management succession or over
executive pay, because their interests are 1less directly
affected.

The contribution of outside directors to the business of a
board is to a great extent dependent on the information which
they receive and the use which they make of it. There can
never be equality of information between those working in an
organisation and those outside it. But it 1is up to the
chairman and the board'secretary to ensure that board members
are given sufficiently relevant and timely information to

arrive at considered judgements on the issues before them.
The Chairman

The chairman is crucial to board effectiveness. I do not
think that the degree to which board effectiveness depends on
the skill and competence of the chairman is sufficiently
appreciated. It is because the Jjob of the chairman of a
public company is so demanding that, all other reasons apart,
I would not make it harder by combining it with that of the
chief executive.
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To obtain full value from a board meeting is a difficult
task. While thoughtful preparation beforehand by the chairman
is essential, there is no way of knowing in advance just how
a meeting will develop. We are talking about a collective
process and a dynamic one. . All board members are egqgually
responsibleb for the board's work and chairmen need to
encourage them to contribute on an equal footing. The job of
the chairman is to stimulate board members to give of their

individual best in a co-operative cause.
Self-assessment

The hardest part of a board's job is that of assessing its’
own performance. Here it is normally for chairmen to take the
lead, but it is up to each board member to contribute to the
review. Boards can only improve their effectiveness, if
directors are open with each other and with their chairmen as

to ways in which they could be of more value.

Boards have to make time to review their own methods of
working, as withéut a determined effort this chance for
collective learning will be crowded out by all the urgent
issues of the day. New board members need to consider how
they can best prepare themselves for the considerable
responsibilities which they are taking on and all board
members need to determine how best they can continue to

develop their directorial skills.
Conclusion

I have discussed the principles behind our Committee's

proposals and some of our recommendations

While they centre on the £financial aspects of corporate
governance in the commeréial world, I hope that you will be
able to draw on them, when you put into action the thoughts
which you will be taking away from today's Conference.
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