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In this article Helen Pitcher from Advanced Boardroom Excellence

considers the need for diversity in the executive pipeline, and the

important role played by non-executive directors.
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Introduction
As we consider the future of boards and
reflect on past failings and misadventures
it is important to remind ourselves of the
capabilities and skills that non-executive
directors (“NEDs”) are designed to bring
to a company.

The role of the NED is structured to
bring a wealth of experience, knowledge,
capability and skills to a board which goes
beyond the narrower confines of a
specific company. NEDs should provide
an individual and collective holistic view,
based on wider experience, knowledge
and insight, which has the potential to
challenge effectively a specific set of
notions. NEDs are not there to run a
“shadow” executive, but to critique,
support, encourage and illuminate the
thinking and actions of the executive
management team.

NEDs are the eyes and ears of the
shareholders who are looking for a return
on their investment and an important
aspect of a NED’s role is to appraise and
balance the short-term versus long-term
gain for the shareholders. Their experience
and knowledge enable them to make
sound judgements based on the best
information available to them with an
ability to assess a profile which identifies
long-term growth and wealth as a “value
investor”.

Role of the board
It is within this context that the recently
updated UK Corporate Governance Code

Diversity in the
Executive Pipeline

(“the Code”) provides a timely reminder
of the key aspects of the board’s role. The
Code provides a clear articulation of the
board’s governance function:

“Corporate governance is therefore
about what the board of a company
does and how it sets the values of the
company.”

In addition, boards are nudged
towards good governance with a “focus
on the sustainable success of an entity
over the longer term” and encouraged
to establish a deeper, more proactive
engagement with the company “setting
the correct tone from the top”.

One fear is that boards will focus on
the more reductionist, data-driven aspects
of the new Code, with an emphasis on
effective information reporting and
financial analysis, while the holistic and
behavioural elements will be side-lined.
This is a justifiable fear given past
experience of risk frameworks and
financial analysis which have failed at the
final hurdle. It is possible to imagine the
action lists already appearing, sharpening
up information reporting and analysis
of the “going concern” principles, while
the more “elusive” aspects of board
leadership such as collective
responsibility for long-term success
and “ensuring that the necessary human
resources are in place” are attributed less
importance.

Indeed, there is an irony in the fact that
the very things that NEDs are potentially
best at – providing a wide-ranging insight

into collective leadership, understanding
what great succession and development
looks like, and providing a broad view of
reputational impact – are functioning at
less than optimum, with boards reluctant
or bewildered about how best to address
these issues without usurping and
undermining the chief executive and
the executive team.

The issues of executive succession,
diversity, the cultural tone of the
organisation and the board’s own
collective development, are at the
forefront of the governance challenge
and are matters upon which the board
can have a significant impact.

A strategic viewpoint
With the best will in the world NEDs will
struggle to match the asymmetrical
knowledge of the executive team on the
financial and operational aspects of the
company. NEDs are, however, typically
highly experienced and knowledgeable in
the succession and development aspects
of businesses. There is a risk that there is a
lack of focus on these areas with boards
less able to articulate their collective views
in a coherent manner. A good example
of the impact of this lack of emotional
and holistic engagement from NEDs can
be seen on the diversity issue and the
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continuing flow of talent out of an
organisation. Boards are, however,
increasingly recognising the importance
of taking a long-term view and their
strategic clout to alter and temper the
career flows within an organisation.

The highlighting of strategic succession
risk to meet successfully the changing
nature of business leadership is now
coming to the fore, alongside a greater
willingness and drive to strengthen the
depth and diversity in the talent pipeline,
one, two, three and four levels below
the board. This links to the business
need for greater diversity of thinking and
organisational flexibility, foreshadowed
by the new leadership agenda, based on
increased collaborative leadership and an
all-encompassing information network
revolution.

Succession planning
The Code highlights the need to have in
place plans for “orderly succession for
appointments to the board and to senior
management” within a company, so that
an appropriate balance of skills and
experience is maintained, and to ensure
that there is a “progressive refreshing of
the board”.

Succession needs a board’s 10–15
year horizon, not the limited 3–8 year
horizon of a typical CEO’s tenure, and it is
central to the longevity, continuity and
prosperity of an organisation. Executive
succession planning is a key, forward-
looking process that requires the board’s
collective creation of a dynamic, effective
and economic process.

Achieving this requires artful
orchestration by the chairman as the
board moves forward, delicately
balancing and handling executive egos
and sensitivities whilst permitting the
board to assess whether the “talent
profile” has the capability to deliver
strategic goals; and ensuring key
processes are in place to achieve stretch,
development, appropriate remuneration
(another board headache) and retention
of this talent. This includes ensuring the
availability of a diverse group for the
executive committee and by extension,
for boards.

Board diversity
Advanced Boardroom Excellence recently
published a report following research into

board diversity with a group of 70 highly
successful senior women. Interviewees
had plenty of thoughts and advice for the
next generation of women, and believe
that initiatives aimed at supporting women
could be very useful. But almost all
of them were equally clear that
organisational cultures, structures and
practices had to change too, to create
working environments that value different
leadership styles, where women as well
as men want to stay and compete for top
jobs. Get this right, they added, and wider
diversity would follow.

Below are some of the key insights
from the report:
◆ A business issue: a strong message
from the research was that this is a talent
management and business issue, not a
“women’s issue” and that it can’t be
solved by women alone, or just by
“helping women” fit the corporate
world better.
◆ Commitment from the top: to
achieve the change required, interviewees
said it was vital that there was proper
commitment from the top of organisations,
otherwise the project was bound to
stall.
◆ Flexible attitudes: line managers on
the ground need to think and act more
creatively. A broader range of career
structures, wider definitions of success
and an open mind about what is needed
for a particular role were some of the
factors raised by interviewees.
◆ Male and female styles of
management: while acknowledging that
there are always exceptions, participants
said that men and women generally have
different leadership styles and language
and often place value on different things
at work.
◆ Women tell their stories differently:
interviewees believe that there is a
difference in how men and women
talk about careers and success. The
participants, who are highly successful
and focused women, frequently attributed
their own success to luck and
opportunity. Many also said they were
surprised themselves at what they had
achieved.
◆ Self-promotion, networking,
sponsors and mentors: self-promotion
and internal politics seem to be a problem
for many women who often feel excluded
from informal networks in the office.

Interviewees cited it as a significant barrier
for many women.

Conclusions
Increasingly, as set out in the new Code,
boards will be asked to articulate their
approach to these issues in greater detail
and with a greater sense of ownership and
engagement. A board whose “robust
assessment of the principal risks facing the
company” (including those that would
threaten its business model, future
performance, solvency or liquidity) does
not recognise the strength or vulnerability
of its talent pipeline would be taking a
very shallow and narrow approach;
turning around a dysfunctional talent
pipeline is a significant organisational task.

The challenge for boards is to take on
the same accountability, responsibility
and engagement for the diversity of the
executive pipeline as they have adopted
for their own composition and diversity
mix. Only if boards rise to this challenge,
encouraging, supporting and inspiring
the CEO and leadership team to make
changes to an organisation’s leadership
ethos, is real progress possible.

Helen Pitcher, Chairman
Advanced Boardroom Excellence

Further information
The full report can be downloaded at
www.abexcellence.com.

news
FRC project
In the progress report on women on
boards published last month by the
Cranfield School of Management, Sir
Winfried Bischoff, Chairman of the Financial
Reporting Council (“FRC”), said that the
FRC is continuing to assess the focus on
succession planning, and the role of the
nominations committee, and would publish
a discussion document on this topic next
spring. The report highlights the progress
made by companies in relation to the
2012 amendments to the UK Corporate
Governance Code which require annual
reports to include diversity policy
information, and which have encouraged
companies to look at how they manage
their talent pipeline.


