Improvements in effectiveness of boards
The watchword – there is always room for improvement, even for a board.
To ensure that boards are not outgrown by their business or that the board becomes too staid, most codes of corporate governance require a review of board performance and effectiveness. This takes the form of a comprehensive and tough-minded assessment of its activities, including structure, style and processes in the light of the business’s changing needs. Clearly this review needs the support of the board, it’s usually led by the Chairman, a committee, an outsider with the requisite degree of experience of this type of review or a specialist consultancy. Steps taken:

· Marshall the information about the company’s underlying governance power-base, the board structure and members, the way it and its committees work, information received and how time is allocated

· Various ideas, issues and opinions emerge

· Develop and evaluate alternatives

· Options result, which are discussed by the directors

· Formulate a strategy for the development of the board.

Set the board review in the context of the business strategy

It seems obvious, but boards must evolve as the business grows in complexity, diversity and size. To create new technologies or to enter new markets (both domestic and international), or enter into new strategic alliances, acquisitions or financing (eg derivatives), the board needs to have the requisite skills amongst its membership, both in terms of understanding the issues and in measuring performance.. Therefore, it’s is important to consider the structure of the board in the light of the formulation and implementation of its strategy.
Review the overall governance situation

This considers the question of who holds ultimate power within the organisation and is this likely to change, given changes in organisational strategy, over the life of the review, and what are the implications for the board and corporate governance of this? The drivers of this questioning involve ownership change (such as a bidder or the succession of shareholding to the next generation) and as such are a scenario analysis of the current shareholding compared to how this might change.
It is important to understand the articles of association as this document states whether changes in strategy are to receive shareholder approval and the level of that approval, particularly if this involves raising fresh capital or divesting a business.

Consider relevant external factors

Within the time horizon of the review, the context of business strategy must be considered, particularly PESTEL and Porter’s Five Forces. Changes in the current external scenario may impact upon the future functioning of the board as new regimes require new skillsets at board level.

Review board structure

Identify board style

Consider how the board’s work has evolved over recent years and reflect on the changes that this has had on the Chairman and other members. Review the ways in which directors work together:

· Is it a professional board, a rubber stamp or a country club?

· What changes might be necessary to meet different circumstances in the future?

· How might the board style change if there was a change in board leadership?  
Review board membership and the roles directors play; formulate succession plans
Consider the detailed membership of the board and summarise the resume of each director and their age profiles:

· Does the board have the balance of knowledge, skills and needed for the planned future of the organisation?

· Are any directors likely to retire over the time horizon of the review?

· What is the probability of a director resigning?

· Are there succession plans in place for both executive and non-executive directors?

· Is there a portfolio of potential non-executive directors available to consider for board appointment?

· Do management development plans for senior staff include their potential as directors (see core competencies)?
Director development and training
As much attention should be directed at director development and training as it is to management development and training; appointment to the board does not mean qualification to act. Governance, the work of the board, is not the same as management. Directors have different capabilities, knowledge and skills to managers and so require a programme of induction or updating on the organisation, its work and its strategy, or experiential development through the chairmanship of a committee or task force; in addition, there are external director-level training courses and programmes.
Achieve greater efficiency: review directors’ time and information

This can take each of two approaches:
1. Time management
· How does the board spend its time?

· Is this the most effective use of this most valuable resource?

· Is feedback relevant and timely?

· Does the work delegate some of its work to committees?

· Are these as effective as they could be?

Extract this information by analysing agendas and minutes of both the board and its committees and to discuss the issues with each director.
2. Information for performance measurement and decision making
· How could routine board papers be improved?
· Can directors readily obtain the additional information that they want?

· Do non-executive directors have access to management information?

· Is there a case for board-level briefings to keep directors up-to-date and to provide the context for board-level discussions?

· What ideas does each director have for improvement in the information process?

 Achieving greater effectiveness: better strategy formulation and policymaking

Review the board’s contribution to the performance roles of strategy formulation and policymaking:
· Is adequate time devoted to this part of the board’s responsibilities?

· Are all board members adequately informed about strategic matters?

· Is there a shared vision and understanding of the company’s core values and competencies among all its directors?

· Are there any differences of view as to the strategic direction of the organisation?

· Are the policy guidelines laid down by the board adequate for management decision making, balancing control and freedom appropriately?

· Are risk management processes and policies adequate?

· What ideas do directors have for improvement?

Achieving greater effectiveness: better executive supervision and accountability

Key questions:
· Do directors adequately monitor and supervise executive management?

· Is the feedback of information relevant and timely?

· How might the process be improved?

· Is the accountability of the board appropriate to all those with a legitimate claim to be informed?

· Does this include a commitment to include employees, customers and suppliers, or does the board consider accountability only to its shareholders?

· How well does it fulfil this?

· What ideas are there for improvement?

The review should consider opinions of directors, senior managers, auditors and others that can form a view on board activity and should include all sources of data, including marketing material, websites etc, communication with all stakeholders, including analysts and the media.

Develop and agree the strategy for board development

Following the data, opinions and ideas for improvement, marshal the facts, identify the alternatives, articulate their implications and report to the board for discussion.
This discussion requires creativity and open discussion, so to foster this, take it off-site. It needs to result in a strategy for developing the board, including:

· Planned changes to size, structure and membership

· Committee structure

· Sources and ways of providing information

· Other uses of director time

· Board training and development

· Different formats for board meetings

· Calling some directors to commit different amount of time to their board duties.

This strategy must be put into the context of the overall business strategy and agreed.

Determine action plans and projects

The procedures, plans and projects that translate formulated strategy into lasting change. Commitment comes from all involved and periodic feedback confirms that the changes are taking place as planned, with results as expected. Strategic review and change programme needs to continue as part of the board’s constant learning and relearning process. 
