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1. Success factors for Company engagement on Governance 
matters 
Specific, pro-active engagement on strategic Governance matters is still not the norm.  

The Four Dialogues report showed that there is considerably less time spent on longer term, 
strategic Governance dialogues than on all others. 

Governance topics are rarely discussed in ongoing, execution focussed, investor meetings. 

A number of companies have held successful collective meetings and gained traction with investors, 
but not all are able to command such an audience. Companies that are either very large, by market 
capitalisation, or are very complex or in a sector with very high levels of regulation or topicality are 
more likely to be able to fill a meeting room. 

Otherwise it can be difficult to achieve traction. However, it is hoped that this will change and 
increasingly investors will commit resources for these meetings as they seek greater insight from 
NED’s. 

The key success factors for companies to consider are: 

• Show that you really want to do it - genuinely try to engage with your investors and ask 
them in the right way. Show that you do want them to attend and make it clear that they 
can influence the agenda 

• Make it about the effectiveness, not the written processes – have a clear agenda. Separate 
the strategic element from the short term box-ticking; make use of comply-or-explain. Stress 
the value of good stewardship. 

• Timing of the meetings - Make it convenient for the investors, so not in the AGM season 
when they key people will be busy with voting decisions; do it consistently 

• Invite the right people - Give the option to the investor but  try to get a mix of PMs and 
Governance specialists, as well as sector analysts, but keep the discussion to Governance 

• Have several NEDs present – especially committee chairs – the Chair should lead, but others 
are important to show differing areas of expertise and responsibility; minimise other 
company attendees; balanced attendance of CEO/CFO 

• Ensure that the messages are fully Aligned and Authentic 
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2. Principles driving Governance Engagement     
If higher quality engagement on Governance is to take place, then there are five key principles that 
should be applied to understanding its importance: 

 

 

 

1. Good Governance creates value  

An underlying principle is that good Governance does indeed add value. If it is only a hygiene factor, 
in the sense that you are punished or excluded for failing, then there is no upside from engagement 
unless there is already an issue which has negatively impacted the company (share price, reputation 
etc.). Simply, poor Governance may lead to companies being screened out of portfolios. If 
companies and investors do believe that good Governance adds value, then there is a strong 
incentive for enhancing Governance and pro-active engagement. 

 

2. Good Governance enables optimal Execution 

Governance is a leading driver for all aspects of the company – including its Environmental, Societal 
and Operational actions and results. Governance is not company or sector specific in the way that 
the other elements are; it is the overarching driver of all activities. Good Governance will deliver the 
best results for all stakeholders in the long term, whilst reducing risks and increasing confidence in 
delivery. It should be embedded in the culture and purpose of the company. 
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3. Good Governance is the responsibility of the Board 

The Board is fundamentally responsible for, and instrumental in, setting and implementing the 
Governance of the company. They are appointed by the shareholders to run the company on their 
behalf and they are answerable to them. Checklists can only measure so much. They can examine 
the form of the processes and procedures that are in place, but are limited in their ability to assess 
the substance of how they actually work, which is again dependent on the culture and purpose of 
the company. 

 

4. Good Governance relies on effective implementation by the Board 

The key, therefore, is the effectiveness of the Governance structures that are put in place which is in 
turn dependent on the skills and competencies of the Directors. They must have the skills, 
knowledge and experience to be able to challenge management and hold them to account. So 
having the right mix of individuals, suitably remunerated and held accountable is essential – as is the 
succession planning for their replacements to ensure continuity. 

 

5. Good Governance benefits from holistic engagement with investors  

It therefore follows that for investors to fully understand their investee companies, to evaluate their 
performance and prospects, and to have confidence in or influence future delivery, they must 
engage with the individual directors in addition to the ongoing monitoring of the financial and 
operational results. Particularly the Non-Executive Directors: Chair, Senior Independent Director and 
Committee Chairs. This will enable them to look beyond the checklist facts and to assess the quality 
and effectiveness of the Governance and how it is being implemented. It also enables the investor to 
deliver key messages directly to their appointed agents and actively exercise good stewardship. Face 
to face meetings are the best format to achieve this. 
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3. The content of a Governance discussion – focus on issues, 
priorities and effectiveness 
Too much of the Governance discussion tends to focus on technicalities and form, rather than 
substance. The formulation of Board committees and Policies are of course important – but these 
can be read about in the Report and Accounts. The real value, the substance, of a discussion comes 
from how effectively those policies and procedures are being implemented. 

Investors will want to gain confidence that the Board is implementing effectively and honestly, to 
see if their priorities are aligned with the investors, and to see if they trust the Board to deliver. 

Too much time is spent on remuneration and succession, which are of course important, but as a 
result not enough is spent on important but subjective topics. The best discussion will take place if 
both sides are prepared, aligned and focussed on the key topics.  

The following diagram gives an overview of the key areas of focus that may be relevant for any 
interaction between investors and their company’s Board: 

 

 

A discussion of the indicated ‘cascade’ as to how the Board is constructed and delivers on directing 
the company, as well as how it is aligned to the company’s success and is accountable for it, could be 
very valuable.  

Following the cascade, we start with the Board composition. If this is appropriate, there will be the 
right mix of skills and experience with relevant industry, technical, geographic and financial 
expertise. They will have adequate time available, be free of conflicts and able to represent all 
stakeholders.  

The overarching task of the Board is to determine the Purpose and Culture of the company, which 
the Board should lead and exemplify, as it is the context within which all the other processes and 
controls operate.  

The Board will apply their skills to ensuring that executive management agrees an appropriate 
strategy for the company, in the long term. They will also then consider what risks the company is 
exposed to and how these are being managed. Here the Directors must provide appropriate 
challenge to the management and they must be able to interpret and assess the responses given, so 
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that they understand the appropriateness of the risk management measures to be taken and the 
sensitivity of the expected outcomes to changes or differences in the assumptions and other 
scenarios. 

As the company works on the delivery of the strategic plans, the directors must review the results 
and ensure that they are receiving the correct and most useful information – both financial and non-
financial. This will enable them to understand divergences and hold management accountable. They 
can also ensure that complete and transparent disclosure is made to other stakeholders. 

Ultimately they are then responsible for ensuring that the executives, and themselves, are 
appropriately incentivised to deliver and rewarded for doing so through the remuneration plan. 
However, this element is often given too high a priority, particularly in the shorter term transactional 
Governance discussions and often risks becoming a short term focussed box to tick, given the 
relatively short – term nature of the incentive plans. 

A good discussion on Governance will highlight and extract the key elements of this model that are 
relevant to the company and investor at that point in time. 
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