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Whitepaper:
Assessing Board Composition
The thinking behind board composition is becoming increasingly
scientific and strategic for some Chairs. Vicky Griffiths, Head of
Leathwaite’s Board Practice, shares some insights into this now
complex area.

The Human Capital Specialists

Assessing Board Composition

Introduction
There is no doubt that Chairs and boards are getting better at succession planning and thinking
much more strategically about board composition. Gone are the days when a new nonexecutive director (“NED”) would be appointed on the basis that they will simply ‘fit’ with the
existing board and culture.

There is no ‘one size fits all’ in terms of what a board should look like but the process of hiring
new NEDs is becoming far more rigorous, consistent and transparent, and it is increasingly
based on detailed analysis of board composition rather than some intangible sense of ‘fit’.

"It's surprisingly scientific" explains Experian Chairman Don Robert, "We map
existing board members on a multi-dimensional matrix. This helps identify any
gaps, which then drives future board hiring. It's a continuous process and
Chairs are thinking years ahead."

So, what does this matrix look like? What criteria should a Chair be assessing and mapping when
considering board composition?
The answer is complex but Leathwaite’s experience is that the following factors should be
considered:
•

Board tenure and experience

•

Full time executives versus plural NEDs

•

Committee experience and relevance

•

Demographics

•

Industry knowledge / sector experience

•

Technical skills / functional expertise

•

Culture, personality and style

•

Relevance to company strategy and direction /
‘event-driven’ experience

•

Independence
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Board Tenure and Experience
A mix of board tenure and experience is important. For continuity purposes a Chair will typically
not want too many NEDs rotating off in close succession. This is particularly challenging when
building a new board; best practice suggests that rotations should be staggered from the outset.
Chairs are also increasingly open to appointing candidates whose names they did not already

know and whose experience does not necessarily include prior board experience. Lord Turnbull
(Senior Independent Director of British Land) explains:

“Rookies are crucial to any board – they are
the next generation of experienced directors,
and their appointment often enables a
Chair to improve the diversity of a board.”

Another factor to consider in a composition matrix is the balance of ‘plural NEDs’ and those who
hold only one non-executive position (and are typically in a full-time executive role). Chairs are
increasingly keen to have one or more NED on their board who is in a full-time executive role at
another organisation.
In practice, there are obvious challenges to this in terms of the time commitment required for a

NED role and the capacity of senior executives to take one on (especially for FTSE 100 boards).
For the boards of smaller organisations, however, the time commitment required of the NEDs is
often less and therefore more manageable alongside an executive role.
It goes without saying that board independence and conflicts also need to be mapped and
recorded, but this is typically a separate exercise to the board composition assessment process.
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Demographics
A key measure of diversity at board level is the percentage of
women. McKinsey, amongst others, have provided evidence on
the benefits of gender diversity at a senior level to improve the
quality of discussions, decision-making, outcomes and,

ultimately, company performance. Not surprisingly therefore,
many Chairs are placing this as a top priority when looking at
board composition.
Gender diversity is just one element to consider when looking
at demographics. There are multiple other dimensions to
consider here: nationality, country of residence, ethnicity,
generation, education, qualifications, amongst others.
It is simply not possible, or practical, for a board to cover all of the bases but an effective litmus
test would be for a Chair to ask:

“Are the views of our customers,
stakeholders and shareholders represented
and understood at board level?”
Balancing the need for diversity against the many other elements of this matrix is inevitably
challenging, especially with a limited number of board seats. As one Chairman describes, a board
should be:

“Diverse but not dysfunctional”
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Industry Knowledge / Sector Experience
Historically, most if not all members of a FTSE board had very relevant hands-on industry
experience and knowledge. Chairs and boards are becoming more open-minded, especially when
it is considered as only one of the dimensions in a complex board composition matrix. Indeed,
one Chair comments:

“Non-industry experts can ask the ‘dumb
questions’, they bring a fresh perspective and
help prevent group-think.”
Technical Skills / Functional Expertise
Many board composition analyses will focus on technical skills and experience, and papers have
been written on this topic alone. Indeed, a diverse range of technical skills and functional
experience is key to a board. A Chair needs to minimise any ‘blind spots’ and be able to call upon
non-exec ‘experts’ as required. These experts must be able to
both support and challenge the executive in their area of
expertise.
An example of a list of technical skills for a board
composition matrix would be: finance, audit, risk, compliance,
regulation, legal, strategy, marketing, HR, operations,
technology, cyber, data, innovation, PR, distribution,
investment, sustainability.
Whilst a diverse mix of skills is important on a board, a Chair must not get hung up on trying to
cover them all; it is often impossible to do so. Where a Chair feels that a particular skillset is
missing, he or she can bring in advice on an ad hoc basis. The use of external advisors in the
board room has become more commonplace.
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Committee Relevance and Involvement
Linked to the assessment of technical skills on the main board, a Chair must also think about the
make-up of the committees and the value that board members bring to these committees,
including their ability to chair a committee (whether
immediately or in the future).

The UK Corporate Governance Code requires a board to
have three committees: Remuneration, Audit and
Nomination. Additional committees include: Risk,
Technology, Governance, Investment and Treasury.
Depending on which committees a board has, these must
be factored into a board composition matrix in order to
ensure that they are suitably equipped and that
succession planning is in place, particularly around the
Chairs of these committees.

Style and Culture
Culture is far more difficult to map on a matrix. That said, there are crucial factors to consider
here and somehow capture in a board composition assessment. Aspects to consider include:
style, personality, motivations, values, behaviours and emotional intelligence. While a Chair might
be seeking to attain shared values around the board table, they also want to attract a range of

personalities and styles.
Further consideration might also be given to the personalities of the senior executive team, given
the interactions required between executives and NEDs. NEDs are increasingly spending time
mentoring members of the executive team and, for this to be a success, the various personality
types and styles must be considered. Some HR experts and search consultants rely on
psychometric testing and personality assessments, but some Chairs prefer to undertake a ‘softer’
and more subtle analysis.
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Company Strategy
As if the board composition matrix itself is not complex enough, this all needs to be set against
the company strategy, goals and values. Where does the organisation want to be in 3/5/10 years’
time and what are the skills, experience, influence, leadership and challenge required from the
board to get there? It might be, for example, that a board composition matrix needs to include

‘event-driven experiences’, such as: restructuring, M&A, growth, transformation, divestment or
consolidation.

Natalie Ceeney, Chair of Innovate Finance, talks about the importance
of organisational strategy when looking at board composition and the
recent hiring of new NEDs onto her board:
“It was crucial for us to overlay our vision and strategy onto the search
process and keep asking ourselves: what do we need on the board
now in order to get to where we want to be in 5 years’ time?”
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Just the beginning…
As complex and challenging as it is, compiling the
board composition matrix is just the start. As with all
robust succession plans, it is a live document which
needs to be constantly reviewed and updated. The

associated gap analysis needs to actively drive
succession planning and board recruitment, which in
turn must be competency-based with the same rigour
as executive hiring.
The good news is that, compared to executive
succession planning, there are fewer uncertainties on
the non-executive side. Most significantly, Chairs
generally lead the decision-making on tenure and rotation. And in terms of the board
composition matrix, the data is all there; it is just a case of gathering it, analysing it and using it.
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