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1. Recap of the Four Dialogues 

 

In April, the Investor Forum published Jonathan Atack’s report: ‘The Four Dialogues: the need to 
improve how Investors and companies engage on Governance’. This suggested that companies and 
investors tend to engage in four distinct dialogues, with differing participants and topics for 
discussion. 

 

The report included the following Recommendations and Proposed Actions: 

Recommendations  

• There is scope to make significant improvements in the effectiveness of this dialogue 
through managing time and resources more effectively to optimise the outcome for all 
parties 

• Greater clarity from Investors on how Governance is taken into account in investment and 
stewardship decisions, including the role of advisers, would facilitate more meaningful 
dialogues 

• More effective dialogue with Chairs and NEDs should provide investors with increased 
insight and confidence in the long term, sustainable creation of value for all stakeholders 

Proposed Actions 

• Companies and investors could consider the true focus of their dialogues and whether 
they need to clarify priorities and re-allocate their resources to make them more effective 

• Investors should be clearer about how they integrate Governance factors into their 
investment decisions and stewardship responsibilities  

• Companies should provide regular, structured access for investors to key Board members, 
including the Chair and heads of key Board committees 

• The role of the intermediaries involved in Governance discussions needs to be clarified. 
Companies and Investors should own the dialogues 
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2. Feedback on the Four Dialogues and Conclusions 

 

Feedback 

The findings of the report have now been discussed with many parties that are involved in, or have 
knowledge of, these dialogues. 

Feedback conversations have included investors, company directors, investor relations professionals, 
professional bodies and various advisers. The Investor Forum also hosted an event during CityWeek 
at which the report was presented and discussed with a panel including: 

 James Collins, Head of Investor Relations, Sainsbury’s 
 Tim Waddell, Vice Chairman, Global Corporate & Investment Banking, Bank of America 

Merrill Lynch 
 Jocelyn Brown, Senior Investment Manager – Sustainable Ownership, RMPI 

The report has also been discussed at a series of breakfasts, held by the Investor Forum, with a 
number of company Chairs and senior investors. 

 

Conclusions 

The Four Dialogues report has provided a useful framework within which to discuss the many 
different agendas of the many different parties involved in the areas of investor/company 
interaction. Whether they are investors or companies, advisers or analysts, each can review and 
consider their role, priorities and position within the framework. 

Governance needs to break free from the ‘ESG’ bucket and achieve its own position as an 
overarching factor in a company’s ability to create sustainable, long term growth in value. 

Dialogue focussed on the substance and effectiveness of the Governance enacted by the Board will 
be more beneficial than checklists and narrow short term matters. 

If investors and companies can understand each other’s roles and needs then productive and 
mutually value enhancing dialogues can be conducted. 

There is a great deal to do, but there is also much that can be achieved by both companies and 
investors without the need for additional regulation or code. 
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3. Summary of the responses – Focus Areas 

 

Interest in the framework had been very positive, with the issues raised in the report broadly agreed 
and the Four Dialogues framework seen as being a useful basis for clarifying and discussing the 
issues. This degree of recognition lends considerable credibility to the potential for improvements to 
the investor/company dialogue highlighted by the framework. 

The high level proposed actions were seen as very ambitious and the level of resource re-allocation 
that would be required is too large for a one step solution – but a gradual evolution over time would 
be appropriate. The direction of travel is right. Suggestions for next steps to move the quality of the 
interactions forward are given below. 

Naturally many different approaches were taken by the parties that gave feedback, which was 
reflected in the varied comments and areas of focus. While the framework is general and high level, 
it is hoped that organisations can use it to consider how they interact at the moment and whether 
they wish to change the emphasis over time. Each participant, investor or company, can and should 
define their own programme and strategy for optimising their role in the overall eco-system. 

The rest of this section sets out the six key topics that were the focus of the discussions and 
considers the implications for company/investor dialogues: 

 

1. The nature of Stewardship responsibilities 

2. Is it time for a different approach to E, S and G? 

3. A more holistic, joined up approach to dialogue 

4. The separation of internal and external company dialogues  

5. The need for clarity over the nature and content of the discussions 

6. The Shareholder register - concentration and investor style impact engagement 

 

The recommended actions offer specific, practical, suggestions for actions that can be taken now to 
promote improvements in the way that companies and investors engage on Governance. 
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3.1 The nature of Stewardship responsibilities 

• Stewardship is at the core of investor/company engagement – particularly when it concerns 
Governance  

• What is the true nature of Stewardship? Different views were expressed as to what it really 
means for asset owners, asset managers and companies. At the time of writing the UK 
Stewardship Code is under review and even the definition of Stewardship is being examined 

• There is a clear expectation from many parts of society, and government, that investors do 
have some responsibility to companies that they invest in, as well as to their customers and 
beneficiaries. Investors focus primarily on their responsibilities to clients. 

• Companies do benefit from dialogues with investors. Constructive challenge to directors, 
from informed shareholders, can be stimulating and helpful to them in balancing decisions. 

• In general, active engagement and good stewardship should serve as a check and balance on 
the shareholder appointed directors, but also as a source of guidance and advice. This can be 
to the benefit of all companies. 

• Many investors do not have the resources, or possibly the skills, to engage effectively with 
all the companies that they invest in.  

• For many of these large shareholders, the most visible evidence of stewardship has been to 
actively vote at AGMs. Deeper engagement only occurs when there is a significant issue at 
the company. 

• If investors are to engage more with companies, they would need more resources and this 
can only come at a cost – would the Asset Owners and beneficiaries be willing to bear this 
cost? They should be willing to do so if they believe that good stewardship will add value, 
and it seems that this argument is gaining traction. 

• Increasingly new investment products include significant ESG criteria, asset owners are 
asking for more reporting of the metrics and there are discussions about the cost of doing 
so. 

 

Implications:  

Be clear about the purpose of Stewardship. Practitioners can do more to communicate and evolve 
practices even before the introduction of a revised Stewardship code or additional regulatory 
requirements. 
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3.2 Is it time for a different approach to E, S and G? 

 

 

 

• ESG has become a convenient shorthand for a number of factors that were not traditionally 
covered by the routine financial reporting of operational results.  

• Environmental and Social factors are generally more specific to the company and its sector, 
so could ideally be covered as part of the broader discussion about how the business is 
executed. 

• Governance is increasingly being seen as an overarching factor, relevant to all companies 
and decisive in how the company is managed and run.  

• If appropriate Governance is in place then all aspects of Execution should well managed – 
including the normal Operations as well as the Environmental and Social factors.  

• Stewardship engagement will happen differently for Governance matters as opposed to 
Environmental, Social and Operational matters 

• Clarity on the interaction of Governance with Environmental and Social concerns is 
important, particularly given the current focus on climate change, which can crowd out 
important discussions around Governance. 

Implications:  

Governance should be measured and evaluated. The focus should be on Company effectiveness, long 
term sustainability and value creation. 

Investors should move more of the debate towards the longer term and cover Governance in a more 
holistic and joined up manner, as a distinct topic from E and S. This would involve committing more 
resources to the longer term analysis and Stewardship.  

Asset Owners may well be willing to pay for this, even if it is an incremental cost as they will expect to 
see incremental benefits. There is much that Asset Owners and Asset Managers can do to increase 
the effectiveness of the investment chain. 
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3.3 A more holistic, joined up approach to dialogue 

• There was a general feeling that much could be done to deliver a more holistic approach – to 
ensure that messages are aligned and consistent, with the various parties within both the 
company and the investor better coordinated. This should then lead to more efficient and 
productive meetings 

• Different investors may well take differentiated approaches and use their time differently, 
depending on their specific investment style and approach. 

• On the company side of the dialogue the IRO is increasingly has an opportunity to provide 
the internal coordination.  

• On the investor side, many are fully integrating the people responsible for the various 
dialogues, but this is not always the case. 

• The role of the Chair of the Board is very important, although investors did not always find 
interaction with Chairs to be optimal. Part of the issue here might be the lack of clarity over 
what subjects are best discussed. Investors particularly appreciate new Chairs taking an early 
opportunity to meet investors and to hear their concerns and priorities as part of their initial 
working into the role. 

• Other opportunities for investors to meet NEDs as part of the ongoing IR programme should 
be evaluated and interaction increased. 

• Feedback to the board from the market, via research reports, corporate brokers, advisers 
and perception studies was questioned by investors as to its true value. The opportunity to 
obtain true independent feedback from investors was seen as something that Boards should 
pursue. 

 

Implications: 

To increase alignment, NEDs of the companies could be more actively involved in meeting investors. 

1. Most particularly it would be a positive signal if NEDs were to occasionally join routine, 
execution focused roadshows. In this way they would be exposed to the real investor 
concerns and areas of focus as well as being available to answer any specific questions on 
governance. 

2. It was also suggested that companies might routinely invite NEDs to be present at Capital 
Markets Days so that they can gain more exposure to investors’ views and they might then 
consider a short presentation on Governance and Board matters. 

The role of the Senior Independent Director was also raised with the suggestion that it is particularly 
valuable for the SID to make significant efforts to build relationships with key investors.  

1. A greater commitment from investors to meeting with NEDs and Chairs when offered would 
be appreciated as companies would like to build such relationships and see value in them.  

2. A willingness to attend collective meetings, where the agendas are clear and consulted on in 
advance, could improve the efficiency for all parties. 
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3.4 The separation of internal and external company dialogues 

• A concern that is evident from the Four Dialogues is the very high proportion of time that is 
spent on the short term execution dialogues. Concerns over short termism were often 
voiced in relation to company/investor interactions.  

• Companies generally are planning and acting for the long term but often feel that the 
questions they are asked present a much more short term focus. 

• There is a focus on short term news flow and results, given the impact on share price 
movements. This creates a clear risk that management might feel encouraged to over-
weight such short term factors in their decisions – both on real business matters and on 
reporting.  

• There are clearly some investors that do work to a very short term agenda, but many are 
dedicated long term holders. Short term market volumes are desirable in order to inform 
price discovery and ensure liquidity, but also risk excessive volatility. 

• There is also a clear concern that investors may be considering a long term view, but are 
actually measured and rewarded on short term performance versus a benchmark.  

• It has been suggested that the way that company/investor dialogues have evolved over the 
last few decades, with the companies becoming increasingly adept at helping investors to 
update models in reaction to events, spurred on by a sell-side which has been incentivised to 
support this process, may have encouraged short-termism. 

Implications:  

Reduce this pressure by reducing or eliminating quarterly reporting – which limits the potential for 
remodelling and excessive spreadsheet analysis. Even a shift in focus to trading metrics rather than 
the quarterly P&L might help to shift the focus away from the real short term. 

A key objective should be to build stronger relationships and understanding between companies and 
investors. A trusted management will be given more leeway to work through short term dilution if 
investors are convinced of the strategic focus, that management has the ability to deliver and there is 
evidence of a framework of strong governance and risk control. 
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3.5 The need for clarity over the nature and content of the discussions  

 

• A key theme was the recurring question of what should Governance discussions actually be 
about. There seems to be very limited consensus over what really matters 

• By default most Governance discussions seem to revolve around AGM voting, with a 
particular focus on remuneration and succession planning. There is perhaps some increasing 
emphasis on audit 

• Other key topics such as capital allocation and risk management are much further down the 
list of current priorities 

• A significant number of investors felt that much time had been spent on remuneration 
debates without significant progress having been made. 

• This has tended to lead to a box-ticking approach, often driven by Proxy agents which take 
on a lot of the work for investors – further distancing the investor from the directors. 

• The nature of the box-ticking is that it leads to a focus on policies and procedures, rather 
than effectiveness.  

• The disconnect in this respect is further exacerbated by the presence of many independent 
raters and NGOs looking into various aspects of ESG and producing ratings or conducting 
surveys. Many companies are very frustrated by the amount of work that is asked of them in 
this respect, and the lack of transparency, accuracy and accountability for the various 
intermediaries. 

• The ESG agenda is fast changing and companies do not know what is really expected of them 
– they want to get it right 

• A key problem is the great divergence of views as to what metrics really matter and how 
they can be used by investors to make investment and stewardship decisions. 

• Investors however are less concerned about the role of the intermediaries, presumably as 
they choose the data sources that they prefer and rely on those. Perhaps not appreciating 
that the company is less aware of which of the many approaches it receives should be taken 
the most seriously. 

Implications: 

It would be very helpful if investors would clarify what ESG data they require, where they prefer to 
source it, and how they use it. Companies can then be bolder about disclosing the data that they feel 
is relevant for their business and better prioritise the many other different and time consuming 
requests. They can also tailor their disclosure and discussions with investors to address the key points 
and requirements 

Governance agendas should be holistic and not be dominated by discussions on remuneration and 
nominations.   

There is expected to be more focus on company Audits from investors.  

There may be a greater need for Audit committee chairs to be made available to meet investors – 
and there is likely to be increased demand for investors to meet auditors directly. 

  



11 
 

3.6 The Shareholder register - concentration and investor style impact engagement 

How should companies view their shareholder register and the relative significance of the different 
shareholders from a Stewardship point of view? It is not just related to size. 

 

 

 

• The degree of concentration of a company’s shareholder register and the approach taken by 
those investors is an important factor in considering the effectiveness of the dialogues between 
the company and its shareholders. 

• The level of engagement and knowledge may vary considerably depending on the type of 
investor and its objectives. 

• There is a strong core of relatively large long only funds that do employ sector analysts and PMs 
that understand companies in detail and express a view. Their knowledge may be significant and 
discussions with companies illuminating for both sides – but it will generally be the case that the 
total resources committed to Governance are very much smaller than those committed to the 
executional analysis. 

• A further complication may arise from the internal structure of the shareholders, where 
different sub-funds may have different criteria and mandates. A single name on the register may 
embrace a range of approaches that the company may not be able to identify. The ongoing 
rotation of staff can also impact the effectiveness of the dialogues if key people change. 

Implications:  

Companies should make every effort to understand their investors and build relationships with key 
individuals. The shareholders with the most insight may not always have the largest holdings so there 
may be benefits from collective engagement. 

Relationships must span investment and ESG teams and connect executives and Board members. 
Relationships are best built in ‘good times’ and not under the intense scrutiny that accompanies a 
contentious issue. 
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4. Recommended Actions     

The Investor Forum will consider four key recommended actions from this debate to promote good 
Stewardship and to improve the quality and effectiveness of investor/company interactions on 
Governance. 

 

4.1. Now is the time to think differently about E, S and G 

It is clear that Stewardship is the overarching activity in the ongoing relationship between 
shareholders and their companies. 

 

4.2. Companies should take ownership of their own agenda/narrative 

Companies should clearly communicate their Purpose as this defines the environment in which their 
other activities are conducted and drives the Culture of the organisation. 

 

4.3. Investors need to be clear about their approach to stewardship and how they value 
Governance 

Investors need to explain how they meet their customers’ needs for Governance engagement and 
good Stewardship in such a way that companies can understand and act on their priorities 

 

4.4. The Investor Forum will hold a Stewardship Summit to promote pro-active 
engagement and best practice 

The Forum will organise a Stewardship Summit at which it will bring together a number of 
companies and senior investors to promote effective stewardship and to illustrate a model for other 
companies to follow.  
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