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How well does the board really know what
the company’s key stakeholders think?
By Vicky Griffiths, Board Practice, Leathwaite

The job of a non-executive director on a board is a tough one. For many
reasons. Not least because they are largely reliant on the executives for the
information they receive about the company. This is not to imply that a
company’s executives are deceitful or neglectful, but to what extent do the
non-executives really understand how the company’s stakeholders feel about
the company and its board?
Even if effective communication channels exist between the board and the
company’s key stakeholders (which, often, they do not), what is the most effective
way for the non-executive directors to engage with those stakeholders and ensure
that they are receiving honest and meaningful feedback?
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What do the FRC Corporate Governance Code and
Guidance Notes say?
The latest Corporate Governance Code published by
the Financial Reporting Council (FRC) states that:

Two of the ‘questions for boards’ in the FRC Guidance
Notes are:

“To succeed in the long-term, directors and the
companies they lead need to build and maintain
successful relationships with a wide range of
stakeholders. These relationships will be successful and
enduring if they are based on respect, trust and mutual
benefit. Accordingly, a company’s culture should
promote integrity and openness, value diversity and be
responsive to the views of shareholders and wider
stakeholders.”

•

Have we sought input from enough stakeholders
to be comfortable that we have a rounded view?

•

Have we listened properly to the stakeholder
voice and what impact has this had on our
decisions?

The associated Guidance Notes issued by the FRC state
that:
“An effective board will appreciate the importance of
dialogue with shareholders, the workforce and other
key stakeholders, be proactive in ensuring that such
dialogue takes place and that the feedback is taken into
account in the board’s decision-making.”

KEY STAKEHOLDERS
Employees
Customers
Suppliers
Shareholders
Regulators
Government
Banks
Trade Unions
Other Partners or Counterparties
Community groups
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A paper entitled “The Stakeholder Voice in Board
Decision Making” issued back in 2017 jointly by the
ICSA: The Governance Institute and The Investment
Association, remains a useful document on this topic. Of
its 10 ‘Core Principles’, two are below:
•

Boards should ensure that appropriate
engagement with key stakeholders is taking place
and that this is kept under regular review.

•

In
designing
engagement
mechanisms,
companies should consider what would be most
effective and convenient for the stakeholders, not
just the company.

This second principle is one which is often overlooked
by boards. Engaging with stakeholders in the right way
is critical to getting honest and meaningful feedback
from them. Furthermore, what works with one group of
stakeholders is not necessarily appropriate or optimal
for another group.
There is actually little practical guidance available on
how boards should engage with stakeholders and seek
their feedback.

// IN DESIGNING ENGAGEMENT
MECHANISMS, COMPANIES SHOULD
CONSIDER WHAT WOULD BE MOST
EFFECTIVE AND CONVENIENT FOR THE
STAKEHOLDERS, NOT JUST THE
COMPANY.

There has been progress on the reporting from boards
to stakeholders and also in employee engagement
When it comes to the board’s responsibility to engage with the company’s
wider stakeholders, such as customers, suppliers, service providers and other
partners, there is little practical guidance.
For many companies, shareholders form a key group of
stakeholders. Unlike other stakeholders, however, they
tend to have many more formal opportunities to
feedback to the board, and Chairs are well-versed in
shareholder engagement.
Employees are another key group of stakeholders. The
FRC does provide additional guidance on the subject of
employee engagement. Boards are required to engage
with the workforce through one, or a combination, of a
director appointed from the workforce, a formal
workforce advisory panel and a designated nonexecutive director. Partly as a result of this guidance and
partly due to the increased demand from employees for
better engagement, many companies have improved
and enriched the lines of communication between the
board and the company’s employees. Furthermore, the
availability of third party employee survey providers and
online feedback forums such as ‘Best Companies’ and
‘Glassdoor’ have improved communication lines
between employees and employers.
However, when it comes to the board’s responsibility to
engage with the company’s wider stakeholders, such as
customers, suppliers, service providers and other
partners, there is little practical guidance. There is no
doubt that the reporting from boards to the company’s
stakeholders has improved in recent years, but many
boards are still some way off where they should be on
receiving feedback from the company’s stakeholders.
Too many boards are not really in touch with some of
these key stakeholders; effective feedback channels and
processes are not in place.
Interestingly, one recent comment we received from a
non-executive director was:
“The induction which I received when I joined the board
two years ago was excellent and I had the opportunity
to meet with many of the key stakeholders. However,
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since then, similar opportunities for stakeholder
engagement and dialogue have not materialised. I
realise it is my responsibility to engage with stakeholders
but most non-executives need help with establishing
these lines of communication and understanding how
best to engage in order to get honest and useful
feedback.”
This is not an uncommon situation for non-executive
directors to find themselves in. Even if the access to
stakeholders exists, many board members are not best
placed to engage with those stakeholders and request
honest feedback.

What are the options available to boards for engaging
with external stakeholders?
So, what are the options available to enable boards to best understand the
views of their key customers, suppliers and partners?
Online surveys

Targeted and direct approaches

Many companies request feedback online from their
customers in particular and such surveys can provide a
sizeable and useful data set for a company. However, it
is difficult to control the sample of customers providing
their views and it is often the case that a
disproportionate amount of data points are received
from dissatisfied customers (versus satisfied customers),
which can skew the data. Furthermore, the data is
generally more quantitative than qualitative, which is
useful but can lack depth and context and is therefore
less useful in guiding board decision-making.

The optimal approach might be for companies to
carefully target specific key stakeholders for feedback.
The question then is: who is best to make these
approaches?

Invite stakeholders to forums
Various forum options exist, both ‘virtual’ and ‘real’.
Again, a risk is that the most vocal customers are
disproportionately represented. Furthermore, when
companies ask customers (or any other stakeholder
group) for feedback, the assumption is often that the
company will act on every word. When this does not
happen, the company risks a backlash and negative
press.
There is no doubt that advances in data analytics are
significantly improving the quality and usefulness of data
flowing back to companies from their customers (and
employees). But data analytics can only do so much and
many board members feel they are lacking deep and
rich qualitative feedback from some of their most
important stakeholders.

Perhaps this is an area in which independent experts can
assist boards in engaging with these key stakeholders
and understanding their views. As any HR expert will
know, gathering and analysing feedback can be a
complicated and difficult process. Rarely is it optimal for
the subject of the feedback to request the feedback
directly. It is unlikely to be most effective for a board
member (executive or non-executive) to call a key
customer or client and ask directly “How are we doing?”.
Furthermore, board directors are time-poor and
generally do not have capacity to reach out to key
stakeholders, spend time building a rapport and
gathering meaningful feedback.
Some boards are therefore seeing the value in using
independent advisors to gather and present this
feedback. A natural partner for such a project can be an
executive search firm who are experts in taking
references. Sensitivity and confidentiality are at the heart
of the work undertaken daily by search firms. They are
experienced at engaging with stakeholders, building
rapport and gathering open and honest feedback.

// THE OPTIMAL APPROACH MIGHT BE FOR COMPANIES TO CAREFULLY TARGET
SPECIFIC KEY STAKEHOLDERS FOR FEEDBACK.
THE QUESTION THEN IS: WHO IS BEST TO MAKE THESE APPROACHES?
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The value of an independent intermediary
Some Chairs who use an independent intermediary such
as Leathwaite to gather stakeholder feedback consider it
to be “reputational due diligence”. They feel that their
stakeholders can be more honest with an independent
intermediary than they would be if the Chair or CEO were
asking them directly for their views. Often there are
relationships to maintain and it can be difficult for
stakeholders to deliver honest feedback directly.
Furthermore, the identity of the stakeholders can be
protected during this process. In presenting feedback to
boards, Leathwaite provides direct quotes which have
been received but does not attribute the comments to
particular stakeholders. By protecting stakeholders (and
thereby relationships) in this way, this encourages richer
comments and feedback during the process; stakeholders
are more likely to open up and to provide real examples
and evidence to substantiate their feedback.
Typically, during a typical stakeholder feedback project,
Leathwaite would speak with a selection of individuals
from the following stakeholder groups: customers/clients,
suppliers, service providers, competitors, employees,
recent leavers. This last group, recent leavers, form an
often untapped source of intel for a board. As one
Chairman commented to us: “I would be intrigued to
hear what some of our recent leavers say about the
company and the board, and not via HR, via someone
independent.”
In summary, many boards have work to do in the way in
which they engage with some of their key stakeholders.
Even if the channels of communication exist, we are
seeing that boards are benefitting from help with
stakeholder engagement, specifically in seeking feedback
on the company and the board.
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The key value that experts such as Leathwaite can
bring in this area is twofold:

Independence:
Having an independent intermediary to
engage with stakeholders and seek feedback
(whilst also protecting their confidentiality)
can vastly improve the richness of the
information received.

Experts at taking feedback:
Using professionals who are trained and
practised in referencing and taking feedback
means that the experience received by the
individuals being approached for their views
is professional and unbiased. This also helps
to improve the quality and usefulness of the
feedback provided.
Indeed, to revisit one of the recommendations quoted
earlier from the ICSA:
“In designing engagement mechanisms, companies
should consider what would be most effective and
convenient for the stakeholders, not just the company.”
Is a company’s key client more likely to provide honest
and valuable feedback in a confidential conversation
with an independent intermediary, or directly to a board
member of the company of which they are a client?
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