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About Tomorrow’s Good Governance Forum

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 second in a series of guides and toolkits 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. 

Further publications in this series will focus on key roles and development, board
composition and board evaluation. 

Other useful information relevant to board conversations 
can also be found on www.tomorrowscorporategovernance.com 
and are denoted in the text by:

“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

www
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Boards matter, conversations count. Company boards play the critical role in
shaping business performance, strategy and culture. They are in charge! But, they
operate in conditions of great flux and uncertainty, facing multiple challenges and
risks. Now, more than ever there is a need for boards to think about how they add
value. How good boards become great boards depends critically on the quality of
their conversation. 

All members of boards should add value. Great boards are never satisfied, they
are always seeking to improve, all too aware that any complacency will soon
be punished. In my experience boards that are over-confident, or pompous, or
intimidating don’t produce good outcomes. They do not recognise that by failing
to establish ‘fit for purpose’ behaviours and culture in their companies, they create
a default culture every bit as powerful, perhaps even more so for the unintended
consequences that may result.

Great boards get the best out of all members of the board. They build a consensus
which is tested, challenged, challenging and real – recognising that, particularly in
times of uncertainty, the lone voice and the sceptic may often be making the most
important contribution of all. They do this by being clear about their purpose, and
driving to achieve it – their ‘board mandate’. How well they construct this mandate
and how well they use it as a touchstone for key decisions critically depends on the
quality of their conversations.

It is all too easy for chairmen to be confident about the quality of board meetings,
failing to pick up the clues and warning signals – especially where they are new to
the role. All too often we talk about board decision making as if it is a process which
can be neatly set out, ignoring the reality that boards bring together disparate groups
of people and this leaves the chairman with the difficult task of ensuring that he or
she gets the best out of all of them, individually and as a team.

That’s why I welcome this contribution from Tomorrow’s Company’s Good
Governance Forum. I commend it to all those around the board who might use it to
encourage board members to reflect on how their conversations can be improved.

Sir John Egan, 
Past president of the CBI

Foreword

Sir John Egan 
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This guide focuses on the importance of conversation
in the boardroom as the ‘magic dust’ that underpins
board effectiveness and considers ways in which
boards strive to get the very best from the skills and
abilities around the board table. 

It draws on the extensive experience of the members
of the Good Governance Forum and the findings of a
survey of board members of the FTSE 350 facilitated
by Korn/Ferry and KPMG.

It points out that poor boardroom conversations can
be a symptom of more fundamental issues that may
be impacting the effectiveness of a board and shows
that the most effective boards take the time to reflect
on, learn from and continually improve the quality of
their conversations. 



The quality of boardroom conversations, the quality of
the chair and the quality and value that can be gained
from a board mandate are inherently linked.

The ‘tool-kit’ that accompanies this guide looks at how
boards can improve their conversations by identifying
possible danger signs and underlying causes, and
highlights some ways to address these to create more
effective conversations.
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Running a company is a worthwhile and exciting endeavour. Companies are the
wealth creating engines of the global economy and hold the key to the solution of
many of the problems we face as a society. However praise is hard to come by,
while criticism rears its head all too frequently.

In its ‘Guidance on Board Effectiveness’, the UK Financial Reporting Council (FRC)
emphasises the need for “boards to think deeply about the way in which they carry
out their role and the behaviours that they display, not just about the structures and
processes that they put in place.” 2

The focus by chairs and nomination committees on the processes of governance,
and on building the right sets of experience and technical capabilities around the
board table, is becoming more strategic and sophisticated. However, as Sir John
notes in his foreword, this is only half of the story. As the FRC has identified, getting
the maximum value from each member of the board depends on improving the
quality of board interaction and team dynamics – both of which rely on the quality
of boardroom conversations. 

At first glance, it might seem simplistic to suggest that boards should engage in
‘conversation’. It would be easy to respond “we do this already”? The reality is that
many directors, based on their answers to interviews and survey questionnaires,
hold the view that their own boards don’t do it effectively enough. The truth is that,
far from being simplistic, conversation is how boards add value or subtract from
the competitiveness of the business they lead. Action at board level is essentially
‘thinking’ and conversation is ‘thinking out loud’ at the highest level of the enterprise.

The fundamental precept of the board as a governance tool, whether unitary or
supervisory, is the belief that the best way to lead an enterprise is in the interchange
and sharing of facts, ideas and perspectives between the managers of the business,
who know its nooks and crannies, and outsiders, who know less but have more
detachment and objectivity. The medium for making that interchange happen can
only be conversation. There is no alternative. The options are restricted to whether
or not a subject gets suitable airtime, and whether the quality of the conversation
about it is good or bad.

Tomorrow’s Company
defines stewardship 
as: “the active and
responsible management
of entrusted resources 
now and in the longer term,
so as to hand them on in
better condition.” It is an
approach to performance
and accountability which
runs throughout the
investment system 
and beyond it into the
stakeholder relationships.1

Introduction

NEDs

Governance Management

EDsTogether

Oversight
of strategy

implementation Development
of vision and
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Our survey results bear out anecdotal evidence that the range and quality of
conversations strongly correlate with the effectiveness of boards. Directors report
preoccupation with monitoring operating results which tends to squeeze out
consideration of external risk, long-term strategy and behaviour. ‘Reports’ tend
to squeeze out reflection – decisions get priority over exploratory thinking. Efficient
dispatch of board business crowds out thinking about its context. Potential
non-executive input carries less weight in debate than strong executive voices
driving decisions with risks being discounted by over-reliance on the status quo
and on yesterday’s assumptions.

Organising and managing board conversations is a demanding and never-ending
act of leadership. Whilst most of the agenda management falls on the chairman and
company secretary, the board as a whole must actively inhabit the strategy of the
business, through continuous engagement with the CEO. Every conversation counts
in this time-restricted space, and needs preparation, planning, leading, involvement
and result. As well as the verbs, lots of adjectives apply – appropriateness and
timeliness – and nouns – quality, passion, trust. Each affects the value of the
conversation, the degree of comfort and common purpose within the board
and the outputs.

Recent research, by Cass Business School for Airmic, has identified that risk
blindness, groupthink and competency gaps are some of the risks that lead to the
destruction of value and corporate failure, and that these are not captured by current
risk management techniques and instead fall to the workings and interaction of the
board. (see page 6 ). The Good Governance Forum’s own survey of board members
indicates that there remain real challenges in boardrooms today to improve the
effectiveness of conversations. (see page 7 ).

To help companies achieve this, the Good Governance Forum advocates the use
of a ‘board mandate’ which can act as a touchstone for board decisions. Creating
and refreshing such a mandate requires deep and comprehensive thinking and
discussion by a board.

Boardroom conversations therefore matter and looking more closely at them can
provide valuable insights into the deeper functioning and health of a board. 
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The research by Cass Business School for Airmic, Roads to Ruin: A study of major
risk events: their origins, impact and implications, highlights the inadequacy of
boardroom conversations in the companies studied, leading to the destruction of
value and corporate failure.3 There was a failure to identify the underlying risks,
many of which are ‘soft’ risks.

The research investigated 18 high profile corporate crises of the last decade and
identified the key lessons associated with the failure to prevent each crisis and
thereafter manage the consequences. The failures were analysed and seven key
underlying risks that caused the crises were identified:

• inadequate board skills and inability of NED members to exercise control

• blindness to inherent risks, such as risks to the business model or reputation

• inadequate leadership on ethos and culture

• defective internal communication and information flow

• organisational complexity and change

• inappropriate incentives, both implicit and explicit

• ‘glass ceiling’ effects that prevent risk managers from addressing risks
emanating from top echelons.

A number of the underlying risks predispose organisations to, or are examples
of, groupthink.

The key conclusions in relation to the risk management role and responsibilities
of board members were:

• current techniques were not designed to find or deal with these dangerous
underlying risks and the engagement with risk professionals needs to
be enhanced

• boards, particularly chairmen and NEDs have a large, important blind spot – their
leadership is essential if these dangerous risks are to be identified and managed.

“Boards, and particularly
chairmen and NEDs, can
have a large blind spot
in this dangerous area.
Without board leadership,
these risks will remain
hidden because only
boards have the power
to ensure that enough
light is shed on these
hard to see risks.”
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Room for improvement in boardroom conversations was also identified through the
Good Governance Forum’s survey.

This survey of FTSE 350 non-executive board members was facilitated by Korn/Ferry
and KPMG during December 2011 and January 2012.4

Findings
Do board members feel valued?

Only 54% of respondents feel that the boards they serve on often really leverage
their experience and knowledge to maximum advantage.

Only 53% of NEDs feel that their executive director colleagues often view them as
valued and experienced business partners.

Only 60% feel that their contribution is often valued by the chair.

Do boards actively address the quality of their conversations?

Only 39% state that the board often discuss ways to improve the quality of
interaction and debate, and whilst 23% state this was addressed at the annual
board review, 38% rarely or never have the discussion. 

The majority (74%) feel that the board has a single consistent style of interaction and
debate, of which 83% of them feel that this is a good thing.

Drivers of ineffective conversations

The most common reasons given for poor or ineffective boardroom conversations are: 

• dominant personalities/groups of people among the board members (79%)

• inappropriate allocation of time at board meetings to discussion of matters
requiring discussion or debate (52%)

• lack of preparation by board members and other attendees in advance of board
meetings (50%)

• unhelpful manner of presenting information to the board (46%).
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“As chairman I try to add value to each company while attempting
to maximise the contribution of my non-executive colleagues.
As a non-executive member much depends on the style of each
chairman – regrettably some use the board to push their own ideas
and views.”

“The effective chairman must have a style which ensures that all board
members make a contribution to board matters both inside the
boardroom and between meetings.”

“It is always a challenge to demonstrate value as a NED particularly on
a board where none of the EDs have ever been a NED.”

“It is not helpful to drop a bombshell at a board meeting without alerting
the chairman and the CEO in advance.” 

“You do not want a board to work along the same predictable lines at
every meeting. It must keep fresh, responsive and alert.”

“A consistent ‘style’ of interaction is positive in making debate more
efficient – this is not the same as consistency of views.”

“Openness and straight dealing is key. This does not mean
like-mindedness or groupthink, but means that everything starts
from a basis of trust and once trust exists the board can move much
more quickly and be more effective.”

 

Some comments from respondents to
the survey
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Anthony Fitzsimmons is chairman of Reputability, www.reputability.co.uk.
He was one of the authors of ‘Roads to Ruin’.

Boards need good conversations; but even the best conversations can be
worthless unless they’re based on good information. As Sainsbury’s CEO Justin
King politely put it, “It’s one of the ironies of leadership that people don’t willingly
equip you with the knowledge to make great decisions. And yet they expect you
to make great decisions and think you’re an imbecile if you don’t.”

Information flows are easily blocked. All it takes is subtly wrong leadership or
culture, unintended incentives, organisational complexity, lack of know-how – or
even a single dominant personality – and the most vital intelligence won’t flow to
the top. Even if it gets there, a message that doesn’t fit the recipient’s world view
may be reinterpreted to fit what he hopes to hear. 

Failures in communication, culture, incentives, leadership, skills, perception and
board dysfunction were widespread root causes of the disparate failures analysed
in ‘Roads to Ruin’. Almost all involved what many pejoratively dismiss as ‘soft’
skills. ‘Roads to Ruin’ demonstrates how state-of-the-art risk analysis techniques
leave huge blind spots in these areas, concealing potentially catastrophic risks. As
Anthony Hilton, the London Evening Standard’s city editor perceptively wrote: 

“…risk systems … are hopeless at behavioural issues. The trouble with …
performance measurement and risk control – and indeed the teaching of
business schools – is that … they assume broadly that [companies] are
machines which, for a certain level of inputs, will deliver a predictable level
of output. But the greater truth, particularly in the modern era where talent is
the big differentiator, is that companies are collections of people, and they
are as much biological as mechanical.”

Whilst these ‘soft’ risks remain unidentified, they remain unmanaged and
unnecessarily dangerous. The challenge for boards is to bring ‘soft’ risks under
internal control. Without well-informed board conversations, they will fail.
Success will bring better conversations based on better information.

Good conversations need good information
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A board is often referred to as the ‘top team’, suggesting a closely knit group of
people bound together by a common goal, strong sense of shared commitment
and accountability for collective performance that is greater than the sum of the
performance of its individual members.

But boards are not natural teams. A board is made up of a team of executives
operating within a wider team, where the NEDs are both strategic partners and
have an oversight and challenge role. This brings an additional level of complexity
to the dynamics of the team and boards have to work harder to achieve the synergy,
energy and results that is often easier to attain when a group of people work with
each other day-to-day. 

Good boards therefore pay attention to the same concerns as any other high
performing team:

• trusting in each other and in the team as a whole

• having clearly defined roles and responsibilities

• understanding and appreciating each other’s perspectives, diversity of
experience and background

• open and clear communication 

• promoting and managing healthy conflict 

• having complementary skill sets, and at times interchangeable skills 

• an overall team culture that is open, transparent, positive, future-focused and
able to deliver success

• a participative leadership style that involves and engages team members.

As with any team, improving effectiveness takes time and effort. This is even harder
for boards – there are no short-cuts. 

(see article ‘What does a high performing board look like?’, 
by Sir John Egan in Governing for Performance, CGMA)

Achieving excellence

www
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A high-functioning chairman should
know “how to get groups to work
together, how to listen, how to lead an
effective meeting, how to keep your
mouth shut and let others talk. It’s
leading teams when they don’t really
quite have to do what you say.”
Charles Holliday, chairman of Bank of America and former chairman, former
chief executive officer and a former director of E. I. du Pont de Nemours and
Company (DuPont) 5
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“Follow effective action with quiet reflection. From the quiet
reflection will come even more effective action.”
Peter Drucker

One of the benchmarks of excellence in any field of endeavour is
the capacity to continue to learn and improve irrespective of the
level of expertise one has gained. Most experts are highly skilled
in reflective practice, the ability to reflect on their experience, their
assumptions and their behaviours in the light of their intentions
and learn through observing the gap between intention and
outcome. Achieving excellence through continual reflection,
learning and practice is a journey. 

Boards will make their own judgements about how 
effective their discussions are and the board evaluation 
provides a key opportunity for boards to do this.
(see ‘Board Polarities’ by Mazars, Tomorrow’s 
Company and YSC).

But as our research indicates there is also scope for review on a
more regular basis. This includes reflecting on the effectiveness
of their conversations alongside the creation or continual
refreshment of their ‘board mandate’.

Reflection and learning

Only 38.3% of boards often discuss
ways to improve the quality of their
interaction and debate. (Good
Governance Forum survey)

www

Board
Mandate

Reflective practice
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The Rt. Hon. Patricia Hewitt, senior independent director, BT 

There is not much self-evaluation in government, at least amongst politicians.
In my experience, Cabinet and Cabinet sub-committees do not ask themselves
‘how are we doing?’ or engage in annual evaluations. So after ten years in
government, I was struck by just how much self-evaluation there is already in
corporate boardrooms.

We all know the importance of critical reflection when it comes to improving
performance, whether for individuals or for teams. It is no different for the quality
of conversation in the boardroom. Without that critical reflection, boards risk
groupthink, blind spots and sub-optimal decision-making.

Of course, board chemistry is vital in facilitating a good conversation. Sir David
Walker was absolutely right, in his recent review of corporate governance, to
highlight board dynamics and group psychology, which are not always given
enough weight in board evaluations and follow-up.

The quality of the board’s conversation and decision depends, above all, on the
chairman. But the SID can help – leading the evaluation of the chairman, seeking
NEDs’ views on how the board is doing outside the formal evaluations, supporting
the chairman in constantly improving the board’s functioning, acting as a safety
valve where necessary. Given the weight that the chairman carries during the
board meeting itself, the SID can also help to monitor the dynamics and quality of
the conversation in real time. In many US boards, this process is formalised in the
brief session the NEDs hold at the end of the meeting to assess the effectiveness
of the conversation: a quick ‘how was it for you?’ from which all can benefit. Some
boards also institute a ‘devil’s advocate’ hat, particularly when a major acquisition
or other key strategic decision is in prospect.

The best boards, like the best teams, are never satisfied. They know there is
always room for improvement and a need to challenge themselves. Without that
challenge, boards risk stagnation or complacency – the very conditions that led to
some of the spectacular failings in corporate governance for which we are all still
paying the price.

The value of critical self-evaluation
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Enclosed with this document is a ‘tool-kit’ which we hope
can help all members of the board think more deeply
about, and improve their conversations. It is designed to
help board members be more alert to clues about the
deeper dynamics of the board and issues that may need
to be addressed.
This ‘tool-kit’ is for all members of the board. It recognises that the chair, CEO
and other board members have different roles and can influence boardroom
conversations in different ways.

It builds on the findings of the Good Governance Forum survey and the experience
of the members of the Good Governance Forum.

The ‘tool-kit’ contains suggested interventions/questions for boards to ask of
themselves to explore whether their conversations are as effective as they 
could be.

Useful documents
There are many other different tools, techniques and frameworks available
which focus on high performing teams – styles, roles and behaviours. Those
that the Good Governance Forum have found most helpful are available on:

www.tomorrowscorporategovernance.com

hosted on

www.forceforgood.com
www
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1 See Tomorrow’s Company. Tomorrow’s Stewardship: Why stewardship matters (London: Tomorrow’s
Company 2011), Tomorrow’s Owners: Defining, differentiating and rewarding stewardship (London:
Tomorrow’s Company 2009). 

2 Financial Reporting Council. Guidance on Board Effectiveness (London: FRC 2011) http://www.frc.org.uk/
images/uploaded/documents/Guidance%20on%20board%20effectiveness%20FINAL6.pdf

3 Cass Business School on behalf of Airmic, sponsored by Crawford and Lockton. Roads to Ruin: A study of
major risk events: their origins, impact and implications (London: Airmic 2012).

4 The GGF survey was undertaken during December 2011 and January 2012 and was facilitated by Korn/Ferry
International and KPMG in the UK. It was sent to FTSE 350 board members and 66 responses were received.
The respondents were drawn from a range of industries including utilities, financial services, aerospace and
defence, resources, telecommunications, media and technology, and consumer/leisure.

5 David Snow. “The Chairman’s Job: a conversation on corporate governance” in Briefings on talent and
leadership (Los Angeles: The Korn Ferry Institute Q2. 2011)
http://www.kornferrybriefings.com/files/pdf1/ The_Chairmans_Job.pdf

Sources and notes

http://www.kornferrybriefings.com/files/pdf1/The_Chairmans_Job.pdf
http://www.frc.org.uk/images/uploaded/documents/Guidance%20on%20board%20effectiveness%20FINAL6.pdf
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We as Forum members welcome this document as an important
contribution to improving the effectiveness of corporate governance.

It is the second in a series of publications, proposing instruments and
practical tools for consideration by chairs, chief executives, company
secretaries and other key figures responsible for the quality of corporate
governance. Together these publications will provide an essential guide
to good governance.

Tomorrow’s Company thanks and acknowledges the support and
expertise of members of the Good Governance Forum. As well as the
corporate members shown, we are immensely grateful to a number of
individuals: Sir John Egan for his encouragement and endorsement,
Richard Emerton (Korn/Ferry) for his leadership in creating this publication
and tool-kit, and with Tim Copnell (KPMG) for facilitating the Good
Governance Forum survey. Also to Jane Anderson (YSC), Anthony Carey
(Mazars), Leslie Dighton (Chairmen’s Board of The Good Governance
Forum), Anthony Fitzsimmons and Jane Howard (Reputability), Patrick
Haighton (PHI Associates), Julian Henwood (Wragge & Co), Patricia Hewitt
(BT), Gillian Lees (CIMA), Keith Mackrell (Duke Corporate Education),
Amanda Mellor (Marks & Spencer), John Patterson and Richard Sykes
(PwC) for their input and support.

We also want to express our deep appreciation to BIS (The UK
Department for Business, Innovation and Skills) and the FRC (Financial
Reporting Council) for their support and active engagement with the work
of the Forum; and to the City Values Forum and the Lord Mayor’s Office in
the City of London for their collaboration.
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