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“What were the non-executive directors
doing?” has to be a key question in the
wake of recent corporate upheaval and
failures. Is it time to question afresh how
effectively governance protocols and
practice safeguard shareholder value?
Some, including Lord Myners, are now
arguing that corporate governance
should be less narrowly defined around
Combined Code compliance.

In a recent Financial Times article, Keith
Skeoch of Standard Life and Chairman
of the ABI Investment Committee
seemed to be urging investors to act
unapologetically like owners by
questioning the business model and
management's alignment with
shareholder interests. For their part,
management need actively to engage
with shareholders.

This call from such a leading investor
suggests both parties have to do more.
To be in a good position when seeking
more capital or to avoid subsequent
difficult questions when things go
wrong, non-executives need to be fully
up to speed with their part of the bargain
and perhaps rethinking their role and
responsibilities. The alternative might
well be more regulation.

The attitude and style of the Chairman,
CEO and CFO are critical to this
process. Investors rightly want a top
team with confidence in its strategy and
ability to deliver. But true engagement
between shareholders and all the
directors requires openness, good
information flow, trust and a shared
vision. 

Good information flow appeared not
much in evidence recently when the

requisite in-house resources, bearing in
mind that an in-house board evaluation
for a FTSE 250 company typically
consumes more than seven people’s
days to design and carry out the
administrative work. But in smaller
quoted companies, the Company
Secretary typically wears multiple hats
and is often severely time-constrained.

How, therefore, can the board of a
smaller quoted company benefit from a
well-designed and challenging process
of self-evaluation without incurring
expensive consultancy fees and without
an equally costly expenditure of scarce
internal resources?

The answer lies in the creative
combination of bespoke consultancy
with online technologies. At Lintstock,
for example, our online Board Review
Service enables our small-cap clients to

develop and execute their own internal
board reviews in light of the same best
practice methodologies that we offer to
our FTSE 100 clients. The result is a
blue-chip level of service, which is
calibrated to the needs, budgets and
resource constraints of smaller quoted
companies.

Oliver Ziehn is a partner in Lintstock
Limited, a corporate advisory firm
whose retained clients include more
than 80 companies in the FTSE 350.
For more information, please contact
Oliver on 0207 928 1001 or email
oz@lintstock.com
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CEO of Marks & Spencer was allowed
to flout one of the core tenets of best
governance practice by his elevation to
Executive Chairman. Legal & General
have recently let it be known that at
RBS last year the board failed to
engage with demands for the both CEO
and Chairman to leave but did rather
lamely “note concerns”. Similar
examples in every size of company are
all too common.

Some feel that boards pay scant
attention to minority interests by, in
effect, dividing and ruling their
shareholders when they fail to agree a
common cause. But major investors
seldom attend company meetings
preferring instead ‘one-to-one’ sessions
with company management. A recent
treasury select committee hearing
concluded that such behind-the-scenes
consultation may not work. 

Where investors do attend the AGM and
other company meetings, there will be
connection with the whole board,
including the non-executives, and the
opportunity to experience the board
dynamic. Investors can really benefit
from seeing the company from another
view other than through the optic of the
CEO and from being directly exposed to
the views of other shareholders.

In the US investors will go to the law to
protect their interests, but in the UK they
are often extremely reticent to ‘rock the
boat’ by raising issues publicly. But the
directors and especially the non-
executives are responsible for ensuring
that they avoid the risk of such action by
proper engagement. If this does not
happen many now consider shareholder
activism in its various degrees is much
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more likely, particularly when boards
carry on regardless of well-based
concerns being raised. 

As Keith Skeoch identifies, investors
should not stand back from confronting
issues with boards and individual
directors where interests are
misaligned. Non-executive directors
keen to be at the cutting edge of best
practice might want to take the initiative
by making the first move. It might just be
time for footwork more in the style of
Fred Astaire, rather than that of John
Sergeant to avoid the dragging, let
alone screaming.

Barry Gamble built an innovative
environmental services business,
fountains plc. He is now pursuing a
portfolio career and has a number of
advisory and non-executive roles. He
has wide City experience including as
an AIM company director. He also
speaks and writes on finance,
investment and business strategy.
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