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 Acknowledgements 

Whisper it softly: company chairmen play a role that is remarkable and 
hugely complex, one which is becoming ever more demanding and 
important, but about which there is little practical guidance and support 
about what good looks like and how best to achieve it. Tomorrow’s 
Chairman meets this vital need. 
 
Consider this: 37 of the world’s 100 largest economies are corporations 
based on revenue and GDP. From retail to oil, motors to electronics, 
banking to telecommunications, business is not only big but it is also 
essential, providing the fundamentals of modern life and present and future 
prosperity. 
 
The very best company chairmen are restless in the demands they place 
upon themselves and their boards to achieve and drive improvement, not to 
rest on their laurels, to test, refine and improve. They recognise that they 
must add value to the business and are thoughtful and determined in how 
they best achieve this. 
 
Chairmen are the cornerstone of the governance and leadership of 
businesses. Supporting and complementing the chief executive and the 
executive team, we have moved a long way beyond the ‘golf club’ and 
‘compliance’ view of the boardroom, providing air cover whilst the executive 
gets on with the real business of executing strategy, driving innovation and 
delivering business success.  
 
It’s easier to talk about what happens when things go wrong and how this is 
best avoided. Study after study backs up what we already know from 
talking to chairmen and others – that the inability to ask the awkward 
question, to surface doubt, to scan ahead and consider the ‘unknown 
unknowns’, has led to significant value destruction. This is what great 
boardrooms do as the critical friend of the executive, able to take a step 
back, think longer term, exercise good judgement and, we would argue, 
above all, to be stewards of what the business is there to achieve, 
champions of purpose. 
 
The best chairmen assimilate the lessons from corporate failures and 
provide insight on what these mean for their own businesses. They are able 
to guide their organisations so that they avoid the challenges that have 
been so widely reported over the past couple of years 
 
Tomorrow’s Company shapes the future of business success –company 
law, the stewardship code, corporate reporting, responsible investment 
principles, and much else besides. Our Good Governance Forum was 
established to support and build on the FRC’s review of the combined code 
and the Walker Review. The forum develops practical tools and innovation 
to help boards tackle the behavioural and cultural challenges and open up 
new opportunities. The chairman is both fulcrum and glue for effective 
board performance.  
 
Tomorrow’s Chairman celebrates and explores what makes for great 
chairmen, now and in the future. It has been developed by the forum in 
partnership with the Chairmen’s Forum through the generous support of 
many we go on to thank. The letters format provides a simple device which 
captures how someone with many years’ experience might hand over to a 
less experienced successor. He or she invites experienced board 
participants to identify issues about their own relationship with the 
chairman. In total these letters form a rounded view of the combined 
leadership of the board, and suggest some of the different perspectives that 
should be round the boardroom table. We also hope that these letters will 
generate comment, criticism and war stories from board members, to fuel 
the work of the Good Governance Forum and thereby strengthen and 
deepen future advice.  
 
Tony Manwaring 
Chief Executive, Tomorrow’s Company             

Foreword from Tony Manwaring 
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“Drawing on contributions from many of the country’s leading board rooms, 
this book provides practical, real-world advice for what is the most 
challenging of roles. The letters are remarkably accessible in their coverage 
of the areas needed to be a good board chairman and make good reading 
for anyone contemplating a board chairmanship” 
Simon Collins, UK Chairman, KPMG LLP 
 
 
“In an increasingly challenging business environment, performance and 
values must go hand in hand.  To achieve this balance the role of the 
Chairman is pivotal, and the work of Tomorrow’s Company in reinforcing 
this message is both helpful and valuable.” 
Sir Roger Carr, Chairman, BAE Systems 
 
 
“When things are going well there is no better job than being a Chairman 
but when things are going badly there is nowhere to hide. If the Chairman 
has followed the instructions contained  in the  “The letters” one would hope 
that a hiding place will not be necessary.”  
Harry Henderson, Chairman, Witan investment Trust 
 
 
“Tomorrow’s Chairman covers comprehensively the various governance 
issues faced by both newly appointed and not so newly appointed 
Chairmen. The emphasis on the Chairman’s responsibilities for establishing 
an unambiguous working relationship between himself and the CEO and for 
maximising the contributions from and effectiveness of the Board is well 
reflected in this book.” 
Sir David Lees, Chairman of Court, The Bank of England 
 
 
"There is no comprehensive manual written on the role of the Chairman. 
Experience shows that, whilst no companies are identical, there are some 
universal truths. It makes enormous sense for any Chairman to be 
endlessly curious, open to good ideas and learn from the journeys of those 
that have gone before them. This work by Tomorrow’s Company is an 
important addition to that learning."  
Robert Swannell, Chairman, Marks & Spencer 
 
 
“Tomorrow’s Chairman is an extremely valuable project which gives 
interesting insights and perspectives on the critical role of the Chairman in 
an increasingly complex business, economic and regulatory environment.” 

Geoffrey Howe, Chairman, JLT Group 
 
 
"Most chairmen face a world they can't have anticipated - a tumult of 
unexpected challenge alongside good fortune. The trick is to keep the 
company's purpose and reputation front and centre. Tomorrow's Chairman 
guides rather than preaches the things a chairman must do and ways they 
might be done. This makes it highly engaging as well as effective." 

Lady Susan Rice, Managing Director, Lloyds Banking Group Scotland 
 
 
"I am delighted that  "Letters to a Chairman" from the 1970s, the initiative of 
our former colleague, Hugh Parker,  is still inspiring new thinking 40 years 
later. His  belief,  'that the effective management of any company depends 
above all on the effectiveness of its board',  is as true today as it was then."  
Dominic Barton, Global Managing Director, McKinsey & Company

Endorsements 
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Dear Alex, 
 
I am not sure what advice I can proffer to you that will give you comfort that 
senior executive remuneration will never turn into the disaster in the board 
room that it has in a number of large corporates over the last few years! 
Instead, I thought it may be helpful (and more constructive) to describe to 
you what life feels like as a chair of a remuneration committee when it 
works well.  
 
Whilst many of the remuneration committees have had their good and bad 
points none have worked perfectly. Below I have tried to take the describe 
some of the attributes of the best kinds of remuneration committees – and 
in many respects the best kinds of boards too – through a fictional creation, 
the remuneration committee of EA Blair Plc.  
 
We will assume that EA Blair is a large listed company with a relatively low-
profile, it’s been fairly successful in recent years but is facing a number of 
challenges in the current economic conditions. I am writing as chairman of 
the remuneration committee. 
 
The remuneration committee has four members, plus the chairman of the 
board, but is chaired by me. The members come from diverse 
backgrounds: I am a former executive of a similar business, one of the 
members is a retired civil servant, another a former finance director and the 
last one is from overseas. 
 
The approach of the committee is to align the remuneration to the strategy. 
The key performance indicators for the annual bonus are drawn directly 
from the strategic plan and the LTIP is structured to align pay and 
performance in the long-term. The salaries are set to be competitive but not 
over generous. To the horror of some, we do look at benchmarks, but do 
not chase a perceived median and instead just use it as only one piece of 
data to inform our decisions. 
 
Board members regularly visit Blair’s operations around the world and the 
remuneration committee members use these visits to talk to staff on the 
ground about ‘pay and rations’ as well as other matters. The remuneration 
committee also gets data about pay and conditions elsewhere in the group, 
and has a policy of setting pay rises for executives in line with those of 
employees. 
 
EA Blair plc isn’t a household name, but the remuneration committee is 
aware of the reputational issues related to pay. It’s not a regulated entity, 
but keeps abreast of developments as they often leak into the wider 
corporate arena. The committee is keen to adopt best practice reporting - 
but we don’t rush headlong into making changes without proper 
consideration and reflection. Generally, I think it is better to get it right than 
rush it. 
 
We do seek advice from remuneration consultants, who are chosen and 
instructed by us rather than by management (to reduce the risk of undue 
pressure). We look to such advisers for independent advice and an 
overview of the external landscape but don’t blindly follow this advice; 
rather we rigorously question what is put in front of us. Advisers provide a 
regular update to the committee on how market practices are developing, 
but they don’t slavishly follow market practice, or introduce the latest fads or 
tinker with plans. We have our own minds and the former finance director in 
particular keeps a close eye on what’s been spent and with whom! 
 
The remuneration committee has cross-membership with both the audit & 
risk committee and the nomination committee. This means we understand 
and are actively involved in issues such as management succession 
planning and allows us to confirm that our remuneration policy is in line with 
sound and effective risk management. 
 
As chairman of the remuneration committee I keep the board fully informed 
of the committee’s deliberations after each meeting. This includes a 

From a remuneration committee chairman 

• The chairman of 
the board needs to 
ensure that the 
committee sees the 
big picture 
 
• the chairman 
ensures that the 
board enjoys the 
trust of investors in 
its ability to oversee 
executive pay 
 
• executive 
remuneration is 
scrutinised by the 
investor community.  
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summary of the committee’s work, the conclusions drawn and any 
recommendations to the board. As the chairman of the board is a member 
of the remuneration committee, he understands the importance of our work 
and ensures I have sufficient air time at our board meetings.  
 
The company secretary serves as the secretary to the committee. He 
provides support and advice on various matters and helps with the drafting 
of the remuneration committee report though ultimately I ‘hold the pen’. The 
committee has a good relationship with the HR and finance departments, 
which provide timely information and analysis. The committee isn’t 
overloaded with information, but we feel that we get all the information we 
need. Remuneration committee members read their papers beforehand and 
the focus of each meeting is on discussion and debate, not the presentation 
of information. I make sure that everyone gets a chance to participate in the 
discussions and the members are particularly good at seeing ‘the wood 
from the trees.’ 
 
The chief executive attends the remuneration committee to discuss his 
thoughts on the performance of the executive team, but never his own. The 
relationship with him is constructive, but the members guard their 
independence carefully. The chairman of the board and I are acutely aware 
that we have a very good CEO, but that no CEO is indispensable. The 
committee reserves the right of discretion in all its plans and last year 
reduced the bonus for the chief executive, but increased it for the finance 
director. The use of discretion was highlighted in the remuneration report 
and explained, and most shareholders were supportive. The plans also 
include claw-back provisions, although thankfully there has not been cause 
to use them yet.  
 
When the remuneration committee decides to make changes (which is not 
very often) we consult, rather than inform the shareholders. A few years 
ago we had disagreements with some shareholders, but this was a 
constructive dialogue nonetheless. I emphasised that we believed they 
were acting in the best interests of the company and afterwards kept the 
lines of communication open. 
 
However, as you know, EA Blair Plc, and its remuneration committee, 
doesn’t exist. Indeed, the above has been a shameless [and poor] parody 
of George Orwell’s famous essay on his favourite non-existent pub, The 
Moon under Water. 
 
Orwell wrote his essay to extol the virtues of the best kinds of pubs. Above, 
I have tried to do the same for remuneration committees. 
 
More widely, executive remuneration continues to be scrutinised by the 
investor community and is very much an emotive issue with others. It is 
probably fair to say that in the eyes of wider society the legitimacy of UK 
business as a whole, as well as that of a number of individual companies, 
has been significantly damaged by pay packages that are out of kilter with 
pay and conditions elsewhere. The remuneration committee faces a difficult 
challenge in responding to the global market for executive talent while 
ensuring that pay is clearly linked to performance and that increases are 
sustainable. This is very much a reputational issue and therefore a board 
issue. 
 
There is no one-size-fits-all approach to establishing the right rewards and, 
as we search for an answer, it is all too easy to focus on the structures of 
pay or seek ‘the solution’ in some new form of pay. However, experience 
has taught us that many of the solutions in the field of pay have either not 
worked or led to unintended consequences. 
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In times of economic austerity, it is more important than ever that 
remuneration committees set challenging hurdles and rigorous processes 
for determining pay. Whether or not you sit on your remuneration 
committee, as chairman of the board you will need to ensure that the 
committee sees the big picture. It is the remuneration committee chairman’s 
job to chair the remuneration committee and clearly you must not 
undermine that position. Nevertheless, you must ensure that the whole 
board retains its ‘license to operate’ and enjoys the trust of investors in its 
ability to oversee executive pay. 
 
Ultimately, the answer to getting pay right must be in establishing an 
effective remuneration committee. So rather than look for the silver bullet 
solution – be that deferral, claw-back or new metrics – perhaps look to 
create a Moon under Water remuneration committee. 
 
Best of luck in your new role, 
 
Eric 



7 

 

 
 
The Forum was formed in March 2010 in response to questions raised 
about the effectiveness of corporate governance as a result of the financial 
crisis and the subsequent reviews by Sir David Walker and the FRC. 
 
The Forum brings together a number of key businesses, organisations and 
individuals to explore what good governance means, to make practical 
recommendations to company boards and policy makers. 
 
The purpose of the Forum is: 
• to develop specific ways forward following the recommendations 

arising from Tomorrow’s Innovation Risk and Governance, in particular 
those where input may be most valued by the Financial Reporting 
Council (FRC), the department for Business Innovation and Skills (BIS) 
and the participating companies, individuals and organisations. 

• to consider in detail the deeper set of issues which are strategically 
critical to the well-being of companies over the longer-term. These 
include: 
- risk, innovation and governance, and how best to develop and 

implement good practice within boards in relation to these linked 
issues at a strategic level 

- the relationship between companies, their boards, and major 
shareholders and how that relationship can be strengthened 
through greater transparency  

- how in practice to define, differentiate and reward effective 
‘stewardship’ by boards of all stakeholder interests 

 
The key outcomes arise from two distinct forms of engagement: 
• engaging with and influencing boards, with a particular focus on the 

strategic effectiveness of board behaviours and procedures, in part 
through the membership of the Forum  

• engaging with government and other relevant bodies to influence 
reforms of corporate governance in the light of the Forum’s findings 
and recommendations 

 
This publication is the fifth in a series of guides and tool-kits from the 
Tomorrow’s Good Governance Forum for use by chairmen, boards and 
advisors, to help achieve practical change. The first in the series was ‘The 
case for the Board Mandate’ which advocated the creation of a formal 
mandate by boards as a useful framework for internal strategic decision-
making and subsequent communication. This was followed by ‘Improving 
the quality of boardroom conversations’ which focuses on the importance 
of, and how to get the right level of engagement in board conversations to 
get the very best from the skills and abilities around the board table – 
getting maximum value from the board to create long-term sustainable 
value. The third output from the Forum was ‘The boardroom and risk’ which 
focusses on a new group of potentially catastrophic risks, what the roads to 
ruin and resilience look like and what boards can do to evolve their risk 
management agenda. The most recent publication was ‘Governing Values: 
a guide for boards of financial services companies’, this guide, which was 
produced with and for the City Values Forum, provides an essential guide 
for boards, enabling them to provide robust, rigorous leadership and 
effective oversight of how well their values are being ‘lived’ throughout the 
organisation. 
 
Further publications in this series will focus on key roles and development, 
board composition and board evaluation.  

“Tomorrow’s Company is 
to be congratulated on its 
timely initiative in creating 
the Tomorrow’s Good 
Governance Forum. We 
need a place where the 
natural leaders from 
companies and 
investment can come 
together and create the 
stewardship and 
governance solutions to 
the problems which my 
report identified. New 
rules and codes can only 
get you so far – what we 
now need is innovation 
and leadership and 
through its work 
Tomorrow’s Company is 
ideally placed to maintain 
the momentum.” 
 
Sir David Walker 

About the Good Governance Forum 
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