





Importance of factors in defining a good Chairman
(mean scores out of 10)

shareholders and other external stakeholders
Ability to create value for shareholders

Experience of having been through business or _3_4

economic storms

Ability to motivate _ 83
Being focused on driving through strategy _7.9
Coaching and people development skills _7.5
Well connected [ 7-0
Willingness to take risks _&4
Providing the main drive to grow the business _ 5.9

Base: all respondents (392)

So how do the best chairmen achieve this?

Our outstanding chairmen were asked what advice
they could give others on running an effective
board.

Understanding the different personalities around the
boardroom table, recognising the contributions that each
board member can make, and acknowledging the range
of agendas of each individual are factors which a good
chairman should keep in mind when structuring the board.
A good chairman needs to have the ability to engage
everyone at a board meeting, and know when to let the
conversation ebb and flow. It is only by getting to know
each board member on a personal level that he is able to
do this effectively.

By taking time to learn about the expertise and specific
knowledge base of each board member, the chairman
can structure the board accordingly to making it optimally
effective.

Outstanding chairmen, according to the directors they
work with and by their own admission, are good all-
round communicators; they listen in a non-judgmental and
non-condemnatory way, taking views from all the board
members, whilst remaining impartial and effectively drawing
together the differing opinions around the table. Perhaps
most importantly of all, they listen.

“Chairmen, in theory, shouldn’t have a view.
The chairman is the collector of everyone else’s
views;, he’s the man who brings the differing
strands of ideas together in a cohesive decision.
He’s a co-ordinator, a facilitator — he’s not the
fountain of all knowledge.”

Jeremy Hamer
Chairman, Access Intelligence PLC & Glisten PLC

A chairman without these skills, or one who is arrogant,
aloof or who fails to maintain impartiality, is, essentially, not
a good chairman. In addition, influencing skills, the ability to
diffuse conflict and a certain amount of personal charisma
and flair were also deemed contributors to the make-up of
an outstanding chairman.

Both chairmen and directors recognised that for a board to
work effectively, the roles of chairman and chief executive
need to be clearly defined, and the chairman has clearly
to understand the difference. 85% of directors felt that the
two positions should generally never be held by the same
person.

Lord Marshall moved from chief executive to chairman at
British Airways in 1996 having assumed the dual roles of
chairman and chief executive in 1993. He admits this was
difficult. At times he consciously did not intervene in order
to give the newcomer ‘space’, when with hindsight he
should have done. He says that looking back he would
now marginally come down against the chief executive
becoming chair of the same company.

59% of directors recognised that there may be

circumstances where this situation is appropriate, or
at least necessary for a period.

What circumstances?

* The small unquoted business with easily defined
markets and strategy or where the shareholding is
closely held by the CEO

* Business in a crisis situation where there is little room
for debate and strong leadership is required to steer
through the storm

* A business going through a period of rapid growth or
change

* Inexperienced or new CEO needing time to grow into
the role




The importance of understanding the
company and its culture

A thorough understanding of the company is also vital to the success of a chairman. Itis
essential that the chairman has a full grasp of the company culture and takes a proactive
interest in the activities of the organisation, rather than being a passive onlooker. The
most common piece of advice for first time chairmen was that they should take time to
immerse themselves from the outset in the company, learning about how it functions
from ground level all the way to the top.

“You have to understand the business; you can’t skim over it. You actually have to go
around and understand the people in the business, understand what the business is
all about, and never be frightened of asking silly questions; never be frightened of
saying ‘I don’t understand; please explain it to me.”

Sir Harry Solomon
Former chairman, Hillsdown Holdings PLC

One tip was to spend the first couple of months talking to everyone and getting deep
into the business by working one’s way through the shop floor staff and management
structure as well as the board. Also having the courage to ask seemingly obvious
questions, to be inquisitive and to challenge people continually about where the
company is heading.

Only by getting to know the business inside and out in these ways can a chairman
develop the vision needed to drive the strategy of the company and ultimately create
shareholder value, the main objective of the role.

“You need to be sure that when you add your personality and knowledge to the
other members of the top management team, whether they re executive or non-
executive, that you're going to complement them and not simply replicate or clash
with other skills.”

Steven Norris
Chairman, Jarvis plc



What training does a chairman need?

Of those respondents to the online survey who are also chairmen
themselves, 24% do not have any mechanisms for support and personal
development in place.

If you are currently a chairman, what mechanisms for
support and personal development do you have in

place?

Internal review procedures - 22%
Skills development eg media, p i -22%

Support networks eg Young President’s . 7%
Organisation

External assessors eg part of board evaluation .6%

Personal coach I 1%

Other - 17%

Base: all answerina (164)

How important are such formal mechanisms, in the development of a

successful chairman?

It was generally felt that there are limited formal training and support mechanisms
putin place for chairmen, and most of those interviewed felt that sharing information,
experiences and knowledge with peers and colleagues is more valuable than
formal training and seminars.

“I don’t think there’s very much support that’s available; | mean,
it is one of these things where you learn from the people you’ve
admired and believe have done the job well over time.”

George Cracknell
Former chairman, Ask Central Plc

Several respondents stress the importance of having a network of contacts to lean
on for advice:

“I've got somebody | have great respect for, | worked with for nearly
eight years on a board, and | can phone him up and say ‘let's go
and have a bottle of wine’, and | can pour my heart out and he will
listen. He will not actually say ‘this is what you do’ or ‘that is what you
do’, but just the fact he listens... When you’re mentored you don't
want someone to tell you what to do. You don't learn. You just want
someone to share with.”

Graham Frost
Former chairman, Alpha Airports Group PLC

Most agree that a chairman’s development in terms of training and support is their
own responsibility; few would look to the companies they work for to arrange or
fund their training because the structured training simply does not exist. Training and
seminar attendance was sporadic among respondents, with some advocating such
sessions, but others perceiving little value in them, and claiming that experience
and learning from one’s peers is sufficient. Several mentioned that public company
chairmen need to keep abreast of corporate governance and legislative issues but,
other than this, formal chairman training is not deemed necessary.

Itis also felt by some that chairmen should already have gained through experience
the range of business skills and personal qualities needed to be successful. Many of
these cannot be taught by lecture or seminar, but are inherent.

Far more valuable than structured training and development programmes is
experience. Almost all would acknowledge this as being the key contributor to the
creation of an outstanding chairman. Experience is gained from direct, first-hand
examples, but may also include experiences gained vicariously, through peers and
confidantes.

“One of the things | say to the CEOs | work with is that | have a lot of
scars on my back, and | will tell them how | got them, and they can
either listen to that or not listen to it, but if they then get a scar in the
same place, | will remind them that | did tell them ...”

David Fletcher
Former chairman and CEQ, Sheffield Forgemasters International Ltd



Our chairmen were asked what have been the biggest challenges
they have faced in business and as chairmen, and what they had learnt

from these experiences.

The single most difficult thing one has to do in the role of chairman is to remove the chief
executive. Firing, parting company with, getting rid of, sacking...whatever the term, it is
always a difficult and regrettable action. When it is necessary for the sake of the business,
the chairman has no alternative and must be prepared to do it. Having the clarity of vision
to see that what the business needs in order to move forward is a change in personnel at
the top is a required skill of the chairman, but is undoubtedly one of the toughest decisions
he or she will face in that role.

Besides firing board members, the most common challenges, and those from which
chairmen learn the most, are market downturns, turning around failing businesses, dealing
with bad press and managing large-scale crises.

Our respondents said that dealing with such challenging circumstances and, indeed,
making mistakes, is part of a steep learning curve which ultimately adds to the experience
and armoury of a good chairman.

“Making mistakes, doing the wrong things, saying the wrong thing,
handling something badly, and, obviously, hopefully making some good
decisions, doing things right ... it's something you acquire the higher you
go up the ladder in business; in the end you’ve got to fall back on your
experiences.”

Sir Richard Greenbury
Former chairman, Marks and Spencer plc

“I think you should always try and learn from things that don’t work out,
and that can be something not working out in a small way or something
not working out in a large way. What you shouldn’t do is try and blame
someone else ... you should really try and analyse what went wrong.”

Terry Norris
Former chairman, The Works Holdings

The majority of directors felt that a chairman should remain independent in
the event of hostility and not appear to be taking sides. However, in times of
business crisis there is an expectation that the chairman should personally get
involved rather than remain on the sidelines.

The Chairman’s stance in times of difficulty

28% 4 — 2%
| 40 - 5°/| 2%

B Agree strongly BAgree O Neither agree nor disagree ODi: B Strongly disagree T not stated
Base: all respondents (392)

In the case of a
business crisis, the
Chairman should not
remain above it all,
but should be seen to
get involved on the
front line

In the event of
hostility, the Chairman
should remain entirely

independent and not
take a partisan
position

While the challenges faced by chairmen can be numerous and sometimes grave,
the satisfaction gleaned from the achievements and successes of a chairmanship are
undoubtedly great.

Respondents cited their proudest achievements as chairmen as: seeing the growth of

a public sector organisation and creating a vision for a vast number of people; selling
one’s business when it is on top; stabilising struggling companies; creating vast wealth for
stakeholders in private equity firms; building up large, happy and successful companies;
putting together good teams and seeing them get through problems; and ultimately
witnessing the sustainability of a company having departed from it as chair.




The underperforming chairman

Over three-quarters of the directors surveyed have worked with a chairman they
felt to have been ineffective.

What specific factors marked them out

Have you ever worked with a Chairman you felt to be q q . .
: ¥ as being ineffective in the role?

ineffective?
* Too partisan, not impartial
not stated * Poor leadership
no 1% .
20% * Too aloof and not involved

* Poor control of the Board

* Unable to make difficult decisions

yes * Doesn’t properly understand the business
% * Poor sector knowledge

* Poor communicator

Base: all respondents (392)

“’Only there for the title and money - abandoned management at the first sign of trouble”

“The chairman was the front man for the float and the City. Did not have the ability to question
the chief exec or get under the skin of the business. The public company failed very quickly as
aresult.”

“Did not understand issues. Weak leader allowed the Board to get away with ill-thought out
ideas.”

“Drove through his own agenda regardless of risk to the company and objective opinion.”

“He followed an analogy that business was like American football where the quarterback does
not tell the defensive lineman where the ball is going - just shut up and block.”

“Poor communicator - cold towards employees and colleagues.”

“Public School/Oxbridge education, totally into networking and nothing much else. Did not
like to get his hands dirty.”

Generally speaking, is it worth trying to improve an
underperforming Chairman, or should the Board seek
to remove them from the role?
not stated worth trying
8% to improve

them
18%

The majority of directors felt that it is
not worth trying to improve a chairman
who is underperforming in the role,
although 18% may give this a try.

should be
removed
4%

Base: all respondents (392)

* Arrogant, over-opinionated and domineering

What can be done to improve
an underperforming chairman?

* Coaching and mentoring
* Clarify the role
* Help them to identify issues/weaknesses

“Consider a board effectiveness programme with external support - | consider that it
is rarely a one-dimensional problem that the chairman is ineffective.”

“Some should be removed immediately, others have to bed in. This will include
gathering knowledge and building relationships within the board.”

Does the organisation (or any of the organisations)
where you sit on the Board have a structure in place
to remove an underperforming Chairman?

not stated
5%

no
40%

yes
55%

Base: all respondents (392)

Do you think this should be a requirement for a
Board?

not stated
no 3%
12%

yes
85%

Base: all respondents (392)

As many as 40% of directors
said that their organisations
do not have any mechanism
available to them to remove
a chairman they feel is
underperforming.

Clearly, this is a situation that
requires some attention;
85% of directors think that
such a mechanism should be
available to the board.

“There should always be a structure in place to remove the chairman simply
because from time to time things happen and people need to be removed.

It may be rare but it is a fact of life.”



Sourcing the chairman

Impartiality and having a fresh perspective are important qualities for a
candidate taking up the role of a chairman. Over half of directors (58%)
surveyed felt that an executive director cannot become an effective non-
executive on the same board.

Why a CEO should not become chairman on the same board

* Too much history, too much baggage

* They can never be truly independent

* Know the management team too well and second guess, assume or inhibit
* Will want to defend past areas of control

* Completely different mindset required to represent shareholders

* Past relationships affect judgement

* Will already have formed a view

* Time-consuming to be seen as independent by others

* Hard to let go of detail

Base of respondents (392)

CEOs may struggle to make the transition to chairman within the same company as it
will be difficult for them to remove themselves from their previous executive mindset
into a non-executive one, and this could lead to problems and make for a difficult
relationship with the new CEO.

“I think that I'd marginally come down against the chief executive
becoming chair of the same company. | did what they strongly
recommend against and it was quite dlifficult. | certainly found myself
biting my tongue. Id been CEO for 13 years and a lot of the staff
continued to look to me as the leader.”

Lord Marshall of Knightsbridge

“There are a lot of very good chief executives who do make
outstanding chairmen, but unquestionably chief executive-type
behaviours, which tend to be control type behaviours, are not the
characteristics you need in a chairman. Or put it the other way round,
a chairman who has those characteristics and hasn’t actually modified
them is unlikely to get on very well with his chief executive...”

Sir Rob Margetts CBE

A good chairman is impartial, and preferably has no prior association with the
company. The majority of the chairmen we spoke to agreed that important qualities
of a good chairman are independence and objectivity, and this is why it was deemed
poor corporate governance to employ a chairman who has previously worked on
the same board in an executive capacity.

Steven Norris’s view is unequivocal; he thinks that moving from CEO to chairman in
the same organisation, particularly in private companies, is actually a very dangerous
thing.

“I can't tell you the number of people | know who decided they
would like to take a ‘back seat’ - that's the expression they use —and
hired someone to be chief executive, but actually can never give up
driving, and when that happens, that’s just lethal; lethal for them and
lethal for the business.”

Steven Norris

He goes on to advise chief executives to “retire, or go and be chairman of someone
else’s business,” but advises against moving up in the same company, constantly
being there saying ‘l wouldn’t do that; | would do this’, thereby confusing the roles of
chief executive and chairman.

Conversely

“...the ability, talent and drive behind a company can be lost if you
don’t allow people to move from an exec to a non-exec position. |t
shouldn't be a natural career progression but if it's done in the right
way it can have advantages to shareholders — a balanced board is
the most important factor.”

Tom Dobell

Family businesses

It is felt by 83% of directors that in a family business, a non-family member
should be appointed as chairman.

In favour of appointing a non-family member:

“Family businesses often cannot distinguish between emotion and common sense
particularly where there are different generations working in the same company.”

Although:

“Most family businesses are run as a family. It could cause more harm than good,
engaging an external person.”



So from where should companies be sourcing their chairmen?
What is the ‘ideal’ background?

Opinion on where chairmen should come from,
and how much sector knowledge and expertise
they should have, varied...

There are those who regard previous sector experience
as unnecessary to the success of a chairmanship, placing
more importance on the chairman’s general skill set. This
includes understanding the numbers and financials; the
experience of having run a number of businesses in full;
and the ability to be able to assimilate a lot of information
very quickly about an organisation. Moreover, some feel
that it is a distinct benefit in some cases for the chairman
to be from outside the industry.

“If you have too much sector knowledge, the
danger is that you can start to second-guess
people around the table, and that’s not what
they want.”

Sir Richard Greenbury

“People who have worked for a long time
in an industry ... get in head-down mode,
working hard and perhaps aren’t looking at
the big picture. If you go into an industry as a
complete outsider, you can question things.”

Richard Rose
Chairman, Booker Group PLC

Rose goesonto say thatthe kind of industry background
achairman has doesn’tmake any difference whatsoever.
He says:

“At the end of the day, it's about people
- whether the chief exec knows what he
is doing; is he delivering? Has he got the
vision and are the board working together
properly?”

On the other hand, several respondents agreed that,
although lack of sector knowledge shouldn’t matter,
they have found themselves at a disadvantage when
applying for chairman roles without relevant sector
experience. One respondent, despite having been
with a private merchant bank, claims that his lack of
experience in the wider corporate sector meant that he
has been overlooked for certain roles.

“lhaven’t been with a FTSE 100; | haven’t been
with a quoted company. | was always with
a private merchant bank, and so, although
it encapsulates and requires all of the same
skills, the perception is that perhaps | am not
rounded enough or worldly enough.”

Anon

Generally, it was felt that industry knowledge is only
vitalin very specialistindustries. More important is what
the candidate has achieved in business over the course
of their career. The chairman’s skill set can be adapted
for a range of industries, though there are limits to that
transferability.

The answer, it seems, is that one can look outside
his or her ‘own’ industry, but that one must pick that
sector carefully.

The need for sector knowledge largely depends on the
reason for a chairman going into a business — whether to
rescue a company from crisis; to help the company move
to flotation or sale mode; to make acquisitions or move
into international markets, or simply to shore up the board.
Not all these require specific sector experience.

“Each business is going to have a different
set of requirements and the chairman needs
to have some relevant experience of the
challenges that are facing the company. That
could be that he needs to have experience of
the sector and a feel for the marketplace, but
in certain circumstances, it could be a bunch of
other skills.”

John Weston
Former chairman, iSOFT plc




Where are the women chairmen?

There are still relatively few women chairing boards in the UK, largely acknowledged by
respondents to be due to the fact that there are a relatively small number of women on
boards in general. But are there any other reasons why there are so few women chairs in
the UK? And can women bring different skills and dynamics to the role to those that men
carry?

“If you haven’t got women on the board then you haven’t got a proper mix of the
talent that is available in the world today.”

Nigel Whittaker
Former chairman, B&Q Plc

The majority of respondents acknowledge that women are intrinsically different from men, and
therefore undoubtedly do bring different qualities to the board table. These perceived differences
are varied and some perhaps controversial:

“Women are better at empowering people beneath them.”
David Fletcher

“Women are way ahead on EQ [emotional quotient] ... and you need EQ in order
to pull on the right strings to get the best performance out of people.”
Jeremy Hamer

“Usually around a board table of eight to ten men there are quite a lot of alpha-
males and some women have a knack of cutting through that.”

David Wallis
Chairman, Speedy Hire Plc

Whether or not these specific views are shared, the one common view is that having a breadth of
skills, perspectives and interests around the board table is vital; a board without a female presence
undoubtedly lacks a certain perspective.

There was a strong objection to tokenism or positive discrimination. The view is that companies should
focus on what is best for the business, and that selection of a chair, or indeed any position, should be
gender-blind and based purely on competence and what the candidate has to bring to the role.

A minority of respondents felt that the traditional issue of women taking career breaks is still a stumbling
block to their reaching the top positions, as it prevents women from building up the long portfolio
career required for the position of chair. A minority also felt that women may be deterred by the male-
dominated boardroom culture, and that this may be one reason why there are so few female chairs.

“Getting more women onto boardsand ensuring that
they are an effective part of the team is an important
issue. We should be honest about it though, since as
long as the population of people in senior business
positions is predominantly male, it can be a more
difficult thing for many women...

Female behaviour may not gel in some situations
with male behavioural styles which dominate the
business environment. Obviously we have got to
work at it and it will probably improve with younger
generations”.

Keith Hamill
Chairman, Travelodge Limited

One female chair felt that perhaps women are more modest
about their capabilities than men and, therefore, are less inclined
to put themselves forward for the very top positions.

Generally it was not felt to be an intrinsic male/female difference
in capability or personality behind having so few female chairs in
business, but simply an issue of numerical sampling.

One chairman points out that we are still in the first
phase of women who have had lengthy careers (and
experience of the FTSE 250 and FTSE 100) building up
to the stage of managing portfolio careers; in time, as

increasingly more women build up lengthy executive
careers, the number of female chairs will undoubtedly
increase, something which the majority are keen to see.




The survey

In November 2007, Directorbank carried out an online survey of UK company directors. A total of 392 directors completed the
survey — between them they sit on more than 900 boards across the country.

McCallum Layton advised on the research, analysed the findings and prepared the report which combines the key views and
issues from both the online survey and the interviews.

Directors were asked to name outstanding chairmen they have worked with — and between them they named 132 individuals.
A number received multiple nominations.

In early 2008 Directorbank carried out face-to-face interviews with more than 30 of the chairmen cited as outstanding to explore
what they thought was critical to their success, the most difficult tasks they had faced and their views on issues, from combining a
chairman'’s role with chief executive to why there are not more women chairmen.

Of the survey respondents, the majority were male (88%) and Each respondent held an average of 2.9 directorships, in a
a minority female (3%) — 9% chose not to state their gender. range of different types of organisation:
Their age profile was as follows:

Sample profile: respondent age group Sample profile: profile of directorships

2% publicly
quoted

other, 136, 14% company, 215,
22%

Under 40

24%

41 -50

other .
independent tamily
i business, 131
private s :
30% private equity
backed
not stated .8% business, 1982,

20%

Base: all respondents (392) Base: alldirectorships{957)




The chairmen nominated as outstanding

Mark Aldridge
Alistair Arkley

David Barber
Gordon Barker
Gordon Barton
Trevor Bonner
Michael Bottjer
Michael Brogan
Martin Broughton
Peter Buckley

Sir Dominic Cadbury
Tony Caplin

Sir Colin Chandler
Sir Anthony Cleaver
Duncan Clegg

Paul Coby

Brian Collie

Sir Terence Conran
Peter Coombes
Bruce Corlett
George Cracknell
Sir Don Cruickshank
Donald Davis
Christopher Duckworth
David Fletcher
Martin Flower

Sir Brian Follett

Jon Foulds

Graham Frost
Ronnie Frost

John Gildersleeve
Alan Graham

Sir Alistair Grant

Sir Richard Greenbury
Mervyn Hall
Jeremy Hamer
Keith Hamill

Sir Stuart Hampson
Lord Haskins

Sir lan Hay-Davidson
Tony Henfrey

Tom Heywood

Dr Ralph lley

lan Irvine

Sir Martin Jacomb

Lord James of Blackheath
David Jones

Sir Stanley Kalms

lan Kent

Eric Kinder

Richard King

Kate Lampard

Peter Lawson

Allan Leighton

Paul Lever

Sir Christopher Lewinton
Henry Lewis

Earl of Limerick

Allen Lloyd

John Lovering

lain MacRitchie

Howard Mann

Sir Rob Margetts

Lord Marshall of Knightsbridge

David Massie
Norman McLuskie
Mike McGoun
Brian McGowan
Bruce Mclnnes
lan McKenzie
Kevin McNeany
Sir Nigel Mobbs
Jens Ulltveit-Moe
Paul Myners

Leo Nelissen
Mike Newton
Alfredo Nobre Da Costa
Bernard Norman
Steven Norris
Terry Norris

Terry Osborne
Sir Peter Parker
Tony Pidgeley
Ric Piper

Jan du Plessis
Bruce Powell

Sir Willy Purves
David Quayle
David Ritchie
David Roberts
Trevor Robinson
Gordon Roddick
Richard Rose

Hans Jeorg Rudloff
Mick Shields

lan Shott

Sir Roland Smith

Sir Harry Solomon
Sir Colin Southgate
Bill Speirs

Lord Stevens of Ludgate
Dennis Stevenson
Sir Richard Sykes
Kent Thexton

David Thompson
Sir Peter Thompson
Anthony Townsend
John Travers Clarke
Vanni Treves

Sir George Turnbull
David Wallis

Mike Wallis

Stuart Wallis

Ross Warburton
Peter Warry

John Weston

Nigel Whittaker
Rhys Williams
Robbie Williams
Graham Wilson

Sir Robert Wilson
Lord Wilson of Dinton
David Winterbottom
Niels Winther

Peter Wolff

lan Woodhead
Gerrit van der Woude
Rob Yates

Philip Yea



“You have to understand the business; you can’t skim over it. You
actually have to go around and understand the people in the business,
understand what the business is all about, and never be frightened of
asking silly questions; never be frightened of saying ‘I don’t understand;
please explain it to me.”

Sir Harry Solomon - former chairman Hillsdown Holdings Plc

“The only two things a chairman has to do are represent the interests of
all the stakeholders and fire the chief executive, if necessary!”

Steven Norris - chairman Jarvis Plc

“Areas where | have seen boards not working well are generally due to
lack of trust and respect”

John Weston - former chairman iSOFT plc

“I think it’s almost impossible to go from CEO to chairman in the same
organisation. You either interfere too much or you are so concerned not
to interfere that you stand back too much. | did it in the days when it was
not considered immoral to be both chairman and chief executive”

Sir Anthony Cleaver - former chairman IBM United Kingdom

“There are the complications of family life that get in the way of women’s
careers but | don‘t think it’s a genetic issue. There are some great women
leaders and we should hopefully see a lot more”

Nigel Whittaker - former chairman B&Q Plc

“The thing | am most proud of is that over fifty executives that | have
been involved with, in twelve private equity companies, have become
millionaires”

Stuart Wallis - former chairman Fisons Plc

“9/11 was an appalling event. | just couldn’t believe what | was seeing on
the television - the repercussions from our standpoint were horrendous”

Lord Marshall of Knightsbridge - former chairman BA Plc
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