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Executive summary

The Deloitte Global Center for Corporate Governance is 
proud to introduce Director360°, a unique perspective 
on the views and concerns of boards around the world. 
Based on in-depth interviews with 215 directors at listed 
and private companies across 12 countries, this survey 
explores topical issues regarding board effectiveness, 
how boards are functioning and the changing roles  
of directors. 

Among the key concerns for directors were the evolving 
role of boards in developing and setting strategy; how 
boards oversee risk taking; and questions of board 
effectiveness, including the role of the board, its 
relationship with management and succession planning. 

Director360° also asks directors to rate the key issues on 
the board agenda over the past year and which of these 
they believe will dominate their agendas in the future. 

The picture that emerges is of boards grappling to fulfill 
a wide range of roles amid increased scrutiny, growing 
compliance demands and, in most countries, a 
challenging economic downturn. The findings also show 
there is debate over the board’s role: should directors 
monitor the performance of management from a 
distance or be a mentor to the CEO and upcoming 
talent? Should they have hands-on responsibility for 
operational issues or set strategy?  

By exploring current trends and how boards operate, 
Director360° provides an indication of how directors are 
managing these sometimes conflicting roles to ensure 
strong governance and to drive performance within their 
companies. Some of the key findings of the report are:

• More than half of the directors surveyed are 
experiencing higher levels of scrutiny by regulators 
and stakeholders today than in recent years. They are 
also concerned about greater regulation in  
the future.

• A majority of directors interviewed believe their 
boards achieve a suitable balance between 
governance and performance, but there is concern 
the global economic downturn, related regulation 
and other compliance obligations are distracting 
directors from contributing to performance.

• Directors see themselves as playing a direct and 
significant role in strategy, especially as it relates to 
growth. Globally, 85% of those surveyed felt they 
were central to developing and overseeing their 
company’s strategic plans and objectives.

• The economic downturn and subsequent ongoing 
volatility in the markets have forced have forced 
boards and management teams to clarify their roles 
and learn how to effectively leverage sub-committee 
structures. These have also heightened directors’ 
focus on risk and liability. 

• Many directors feel their companies could do 
more to make board and management succession 
processes effective and transparent. Increasing 
diversity on boards is a concern but not a top priority 
for many boards worldwide.

• Over the past year, the top issues on the board 
agenda included capital management; strategy; 
regulation, governance and compliance; and crisis 
and recovery.

• For the next 12 to 24 months, boards expect to 
remain focused on these issues but expect to be less 
concerned about economic downturns and more 
focused on growth, performance, management 
succession and mergers and acquisitions.

An interesting result was the similarity in the opinions of 
directors despite the diversity of countries surveyed. This 
confirms the view that the challenges facing boards 
across the world tend to be more universal than diverse. 
Even so, there were variations that reflected the differing 
regulatory and political environments, and economic 
conditions in each market. These included the level of 
interaction between boards and management teams, 
how central boards are to setting strategy, concern about 
directors’ liabilities, whether boards should both monitor 
and mentor management, and how much confidence 
boards had in their organizational risk frameworks. 

1. Board effectiveness

Boards are largely clear about the definition of their role 
and relationship with management, and the relationship 
between the board and its committees. However, the 
survey revealed that some directors feel their board 
colleagues are not pulling their weight, highlighting 
tensions that may have been exacerbated by the 
financial crisis.  

1.1 Maintaining balance
The balance between oversight and performance is 
a delicate one. For some, an exclusive focus on the 
compliance aspects of governance can distract from 
ensuring the business continues to grow. 84% of 
directors believed their boards achieved an appropriate 
balance between governance and performance, while 
16% were not in agreement (see Chart A). 

However, many indicated concern that regulatory 
changes introduced in the aftermath of the financial 
crisis could push the balance too far towards 
governance and reduce directors’ ability to contribute to 
performance. The directors pointing to an imbalance in 
this critical area may be a significant result. 

Interviewees also noted they were watching 
performance closely as a result of the economic 
instability. “The current crises caused a more intense 
supervision of strategy versus performance than before. 
There are conference calls every ten days and a lot of 
special meetings are called,” said one director. 

“The current crises caused a more intense 
supervision of strategy versus performance 
than before.”
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The board maintains an appropriate balance between governance and performance:
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The board is both clear and unified as to how it adds value to the organization:
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Chart C
All members of the board make a valuable contribution:
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Chart D
The level of liability imposed on directors is appropriate:
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1.2 Adding value 
Boards appeared largely clear about their role compared 
to that of management and where they provided value. 
As shown in Chart B, 78% of directors agreed that their 
boards were ‘clear and unified’ as to how they added 
value. Interestingly, 16% of respondents were neutral 
on this question and 6% disagreed, suggesting that 
purpose and clarity around roles remains an issue for 
some boards. 

Directors from the U.S. were least positive on this point, 
with 33% neutral or in disagreement; there were mixed 
views among interviewees in Austria, France, Ireland and 
Japan, particularly. 

Agreement on how boards add value can provide 
a window into how well the board/management 
relationship is managed: boards that overstep their role 
may be perceived as micro-managing; boards that do 
too little may be seen as abdicating their responsibility. 
“It’s important that executives do not spend all their 
time looking over their shoulder at the board and its 
requests or agenda, which could be a distraction from 
running the business,” a director commented.

Another director observed that the recent economic 
shocks had left directors feeling insecure and inclined 
to get more involved than usual, which was leading 
to ambiguity and tension. “Boards feel they can take 
nothing for granted or nothing as read, and this leads to 
overprobing,” he said.
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“Boards feel they can take 
nothing for granted or nothing as 
read, and this leads to 
overprobing.”

1.3 Contributing as a team
Some directors indicated they were dissatisfied with 
the contributions of their colleagues. “Boards cannot 
afford to carry passengers,” said one director. This 
sentiment was reflected by the 16% that did not 
agree that all members of their board made a valuable 

contribution and the 11% who remained neutral 
(see Chart C). Together, this shows over a quarter 
of all board members expressing reservations about 
the contributions of their colleagues — a surprising 
result that may reflect the heightened pressure in the 
boardroom since the beginning of the financial crisis.

“Boards cannot afford to carry 
passengers.”
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1.4 Managing liability
A majority of directors indicated that they felt the 
liability imposed on them was appropriate, with 18% 
disagreeing and 23% reserving judgement (see Chart D).  
The split in responses indicates significant variation 
across the world in director liability, as well as the 
frequency and success of litigation. Some directors 
suggested that heightened director liability standards 
may over time make it harder to recruit talented 
directors in some countries. 

In many markets, regulators seek to drive appropriate 
corporate behavior by making directors liable for aspects 
of company performance — especially in relation to 
their capacity to function as going concerns, meet debt 
obligations, and even issues such as employee safety. 
Many directors in these countries expressed concern that 

increasing levels of liability would make it less attractive 
for talented businesspeople to take up board positions 
and would severely impact the level of talent that 
corporate boards will be able to access. 

Among the most disgruntled countries was Australia, 
where only 8% of the directors surveyed felt the level of 
director liability was appropriate. As one director said, 
“Increasing regulation and liability will force directors to 
reduce the number of boards they are on. This impacts 
the cross-fertilisation of ideas and best practice.” This 
may reflect a heightened concern following regulatory 
debates and court cases that have put director liability 
on the agenda in Australia.
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2.1 Increasing engagement
Director interaction with managers below the level of 
CEO and other C-suite members varies widely among 
companies and countries. At one extreme, there is 
no interaction between the board and lower level 
managers. In countries such as Austria and Germany, 
this is mandated by law. 

At the other extreme, there is regular communication 
between board members and a wide range of managers, 
and this interaction may be as informal as quick phone 
calls and coffee meetings. Indeed, regulation such as 
Sarbanes-Oxley in the U.S. encourage greater interaction 
between directors and managers across businesses.

However, there are some broad conventions and 
principles that appear to apply within most companies 
and countries. The first is that the board should primarily 
interact with the CEO and other top managers. As 
one director put it: “The board’s approach is noses in, 
fingers out. If there is any interaction beyond the board 
meeting, it is with the senior executive level.” 

Where directors are seeking to communicate with 
other managers — or other managers are trying to 
reach the board — directors we interviewed prefer 
that the process be managed via the CEO. Some 
directors also insisted that a senior executive be present 
during interactions between directors and lower-level 
managers. 

Our interviews indicated that boards tend to interact 
with lower level managers in settings ranging from 
formal to informal. The most common situation cited is 
where lower-level managers are invited to present to the 
board on a particular issue, project or function. “Lower 

management has substantial rights of co-determination 
concerning development and planning of strategy,” said 
one director. “Therefore there are usually two meetings 
a year with lower management.” 

There is evidence of extensive interaction between 
specialist managers such as finance or risk professionals 
and the directors who serve on board committees which 
draw on the expertise of those staff. “The committees 
communicate with lower management levels, but 
talks always take place in the presence of an executive 
board member,” one director reported. At the informal 
end, directors reported interacting with lower-level 
managers in settings such as dinners and lunches. These 
interactions typically occur around strategy sessions or 
site visits. 

This question also uncovered some significant tensions 
within companies. The first is that some directors said 
they would like to gain more information by interacting 
with a wider range of managers, but reported that they 
felt stymied by ‘possessive’ CEOs who wished to remain 
firmly in control of business-to-board interactions. 
“The CEO will often do 85 to 90 per cent of the talking 
on behalf of management; if the board wants to get 
someone else into the meeting, the board needs to ask 
for it,” one director said.

Similarly, boards were keen to meet the next layer 
of talent below the current executive team in order 
to manage succession planning. One company, for 
example, ensured that every leader at the level beyond 
the CEO attended board meetings at least once a year. 
However, some directors still felt they had to proactively 
push for such opportunities.  

“The CEO will often do 85 to 90 per cent of 
the talking on behalf of management; if the 
board wants to get someone else into the 
meeting, the board needs to ask for it.”

2. The board and management
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2.2 Management succession planning 
The wide division in director responses to this question 
(see Chart E) suggests that even though many 
organizations have management succession programs, 
directors have concerns about the effectiveness of  
those programs. 

Some directors indicated that while the succession 
planning process was efficient in identifying people and 
putting names in boxes, there was still work to be done 
in preparing people to take on new roles. Others were 
concerned their organizations were investing enough 
— and putting the right programs in place — to ensure 
there was sufficient ‘strength on the bench’. 

Only 46% of directors believed their organization had  
an effective succession plan in place for the CEO and 
senior management, while 23% withheld judgement 
and 31% disagreed. 

However, the views weren’t all negative. “We’re 
cementing management changes and setting the 
management team up with succession for the next five 
years or so,” said one director of his company’s program. 

There was substantial regional variation in responses. 
For example, both Austria and Mexico had a majority 
of directors disagree while Australia, India and Ireland 
saw strong agreement about the effectiveness of their 
management succession plans. 

Chart E
The organization has an effective CEO and senior management succession plan:
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The board undertakes both a monitoring and mentoring role with senior management:

Global

Disagree strongly

Disagree

Neither agree
 nor disagree

Agree

Strongly agree

0% 20% 40% 60% 80% 100%

28%

45%

16%

10%

1%

Chart H
The roles of the chairman and CEO are clearly defined and understood by the board:

Global

Disagree strongly

Disagree

Neither agree
 nor disagree

Agree

Strongly agree

0% 20% 40% 60% 80% 100%

50%

37%

10%

3%

0%

Chart F
Has there been a blurring between the roles of management and boards?

70%

30%

No

Yes

2.3 Defining roles, setting boundaries
Almost 70% of the directors we interviewed felt the 
distinctions between the roles and responsibilities 
of the board and management were clear within 
their companies. Indeed, some highlighted that the 
distinctions were mandated by law or that their 
companies were actively working to define them 
even more clearly. This included updating corporate 
constitutions.

However, a number of directors acknowledged that 
recent events such as the financial crisis, or new 
regulations such as Sarbanes-Oxley and the more recent 
Dodd-Frank Act in the U.S., had seen many directors 
become more involved in areas that would traditionally 
have been reserved for management, or become more 
active in their questioning of management. “There 
has not been a blurring of the roles but because of 
the economy, there has been more involvement and 
challenge by the board,” one director reported. Another 
added that his board was now more concerned with 
capital structure and risk management than before.

Even so, numerous directors were concerned that the 
lines were becoming unclear. Directors may be seeking 
more involvement in operations and in some cases 
overstepping their role. This was particularly seen as the 
case where directors also had executive roles or were 
themselves former CEOs or managing directors. “The 
fact is that CEOs do not make the best board directors 
— they all try to run the company,” said one director.

Some directors felt that management teams created  
this blurring of lines between boards and the executive 
by elevating detailed material to the board level.  
This problem was particularly acute in the area of 
committees. “There is a need to form a clear view on 
what are board issues and what are management 
issues,” a director said. 
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“There is a need to form a clear view  
on what are board issues and what  
are management issues.”
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2.4 Mentor or monitor?
As shown in Chart G, a substantial majority of 
respondents (73%) indicated that boards can play the 
roles of both monitor and mentor and that directors 
believe they can both hold management accountable as 
well as guide and mentor CEOs and leadership teams. 
However, 27% of directors remain conflicted. Some of 
those who disagreed said mentoring by the board could 
impact the board’s independence. Dissenters were 
drawn most heavily from France, India and South Africa. 

2.5 The chair and the CEO
The distinction between the roles of chair and CEO 
can be a contentious issue in some boardrooms. In the 
U.S., for example, while the percentage of combined 
Chairmen and CEOs has declined in recent years,1 nearly 
two-thirds of large companies still combine the roles. 

However, for most directors globally, there is broad 
consensus on how the two positions interact. In 
fact, this single question revealed the strongest 
levels of agreement from all of those surveyed: 87% 
of respondents agreed the roles are clearly defined 
and understood and   half of those agreed strongly 
(see Chart H). According to one director, at her 
company: “The functions are clearly defined — the 
chair is the majority shareholder  and the company 
has an independent CEO with specific duties and 
responsibilities.” 

Those that disagreed or were neutral came mainly  
from France, Japan and Mexico. In a related point, 
some directors commented that the financial crisis  
had forced chairs and CEOs to collaborate more closely. 
This had led to a temporary blurring of responsibilities 
that was being met by a new focus on understanding 
the roles. “There’s no balance right now, but it should 
be set in terms of objectives and there has to be a  
basic document that sets out decision-level authority,” 
one said.
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1 Source: ‘More firms split chairmen and CEO roles: study’ http://uk.reuters.com/
article/2008/06/16/businesspro-governance-study-dc-idUKN1634597920080616

2.6 Balancing act
The relationship and balance of power between the  
CEO and chair seems clearly defined within most 
companies and markets around the world, especially 
in the context of public companies which are highly 
regulated and regularly scrutinized in terms of their 
approach to governance. 

Describing the typical situation, one director said: “The 
chair is responsible for the management of the board 
and ensuring its effectiveness, including establishing 
and maintaining an effective working relationship with 
the CEO. The CEO is responsible for the strategy and 
operations of the entity, including communications with 
the chair and the board, and ensuring the effective 
implementation of the board’s decisions.” 

Others said that the chair was broadly responsible for 
strategy and the CEO for execution.

As section 2.5 shows, almost all directors believe these 
distinctions are clear and well understood by boards. 
However, even within these confines, the respective 
roles of chairs and CEOs can change according to 
circumstances and vary widely between companies. 
Numerous directors noted that chairs had taken a more 
prominent role during the financial crisis of recent years 
to help their organizations manage the downturn and to 
reassure investors and other stakeholders. This seems to 
have contributed to a tendency — still evident in some 
cases — for analysts, shareholders and others to request 
meetings with the chair instead of, or in addition to, 
meetings with the CEO. 

Some chairs indicated they maintained distance from the 
CEO — always mindful that part of their job is to hire 
and fire the top executive manager — while others saw 
themselves more as a close partner and at times even a 
mentor to the CEO. As one director said, the chair could 
be anything from a sparring partner for the CEO through 
to a “consultant, therapist, auditor, mediator or trusted 
advisor”. Exactly which role was appropriate seems to 
depend on the experience of the CEO, with those newer 
to the position necessarily requiring more support from 
the chair.

When it comes to power, directors suggested chairs 
and CEOs should operate in a 50:50 partnership, 
while others suggested that the CEO was always more 
important and should retain 70% of the influence within 
the company. 

“Regular discussions and exchanges of information are 
key success factors,” one respondent said. “It is vital  
that the CEO and chair treat each other as equal 
partners to find the ideal balance when working 
together,” added another.

“It is vital that the CEO and chair treat each 
other as equal partners to find the ideal 
balance when working together.” 
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The financial crisis and subsequent volatility has forced 
boards to take a much greater interest in how they and 
their organizations monitor and manage risk. Those 
risks range from the operational to the strategic and 
environmental; from safety in a factory to the potential 
impact of a sovereign default. Our survey shows that 
many directors have been proactive in increasing 
their ability to monitor and understand the risks their 
organizations face.

3.1 Risk on the radar
The financial crisis prompted many companies to 
review and improve processes around risk. Directors are 
now more conscious than ever of external factors or 
disruptive business models that can swiftly transform a 
mature industry or business. Of those surveyed, directors 
from Australia, Germany, Japan and Sweden appeared to 
have the most confidence in their risk frameworks. 

A director satisfied by the approach at his company 
said: “Reviews are done at every board meeting. For 
any changes in reports from previous ones, there is an 
elaborate description.”

Our findings indicate that the majority of directors are 
relatively comfortable that their business has the risk 
management frameworks in place to spot issues that 
could fundamentally alter their business assumptions 
(see Chart I). 75% of respondents agreed that their 
company’s risk management framework and policies 
were effective in identifying and addressing strategic risk. 

However, 9% felt inadequately prepared and 14% were 
uncertain. This was particularly the case for directors 
from India and Mexico. Interestingly, directors from 
these two countries were also more likely to say they 
lacked sufficient intelligence about potential sources  
of growth (see 5.2), suggesting a wider problem with 
their ability to gain the information they require to fulfill 
their duties.

This uncertainty was reflected by several directors who 
felt there was more that they or their management 
teams could do to improve related systems. “My 
company’s risk management systems and frameworks 
are very poor,” said one director. Another said her 
company only received risk information once a year 
— as a “thick set of documents” — and that risk 
management was never formally discussed by the full 
board. Instead, proactive non-executive directors tended 
to have to wait until after board meetings to discuss risk 
with the CEO.

Our interviews also revealed that some directors felt 
there was a need to take back risk functions that had 
largely been outsourced to management or external 
auditors, and that boards were often underprepared 
in terms of enterprise-wide risks. “We have a good 
system for accounting and financial risks but insufficient 
processes regarding enterprise risk,” said one respondent.

Chart I
The company’s risk management frameworks and policies are effective in identifying
and addressing strategic risk:
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The board plays an active role in setting the organization’s risk appetite:

Global

Disagree strongly

Disagree

Neither agree
 nor disagree

Agree

Strongly agree

0% 20% 40% 60% 80% 100%

21%

51%

18%

8%

2%

3. Risk oversight

Finally, some expressed concern that they were good 
at forming a view on risks but had little in writing 
on how the board or management should respond 
if they became real problems. “The company’s risk 
management systems and frameworks are good but 
there is a lack of written practices in place to support 
ongoing activity,” one director said. 

In a similar vein, a director said his company had  
done much to improve the collation of risk-related 
information but the board didn’t yet know how to use 
it: “The board had management pull together some risk 
processes, but has not yet figured out what to do with 
this information.”

On the whole, boards feel relatively comfortable that 
they understand the potential risks they oversee, 
with 83% responding that their board has a clear 

understanding of the nature and potential impact of 
business risks (see Chart J). Still, 17% indicated they may 
not have a clear understanding. This included a number 
of respondents from India and Mexico, in particular. 

On the positive side, numerous directors said that risk 
was taken seriously within their businesses and that there 
were effective systems in place for monitoring risks and 
achieving related compliance objectives. Some effective 
tools included lists of up to 20 top risks, presentation of 
risk reports at every board meeting and ensuring that the 
full board considered risk-related issues.

Chart I
The company’s risk management frameworks and policies are effective in identifying
and addressing strategic risk:
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“My company’s risk management systems and 
frameworks are very poor.” 
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Chart I
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3.2 Strategic risk
Strategic risk can refer to either risks that might impact 
a company’s ability to achieve its strategies, or the 
business risks inherent in the strategies. For many 
directors, this makes strategic risk management one 
of the board’s primary responsibilities. “For every new 
strategy and initiative, the board does an analysis of 
what could go wrong,” said one director. 

On proactive boards, strategic risk issues may be 
discussed regularly and in a structured fashion. These 
boards also constructively challenge management and 
there can often be an intense exchange of information 
between senior executives and directors. 

However, this approach is not universal. A number of 
directors conceded their boards lacked time to discuss 
strategic risk or did so in an ad hoc way or only in 
response to a crisis. “The board has a limited role, 
except for strategic risks known by the press and that 
have already happened,” one admitted. Others simply 
felt strategic risk was an issue for management, not 
the board. Or, if it was for the board, risk should be 
delegated to sub-committees.

The most common approach lay in the middle, with 
directors seeing the board act as monitor and advisor to 
management. As one director described the relationship, 
“Management comes up with the strategy, and the 
board evaluates and oversees.” 

Such boards typically work with management until both 
groups are comfortable with proposed strategies and 
associated risks. In working through these issues, boards 
might present management with a range of scenarios 
and ask how the company would respond, or review 
matrices of top risks. According to a director, “The board 
tries to understand risk, to take a balanced judgement 
on risk and to gain reassurance about mitigants of risk.”

3.3 An appetite for risk
Many directors are asking questions about risk appetite. 
This is indicated by the 72% of directors who saw 
themselves as actively involved in the risk appetite-
setting process. Some of the 10% who said they were 
not involved (see Chart K), and the 18% who reserved 
judgement, may rely on input from management before 
getting involved. Furthermore, risk appetite should not 
be confused with risk tolerance; the former is the level of 
risk that the organization specifically desires to achieve its 
profitability and growth objectives at a top level whereas 
risk tolerance is the amount of risk the organization is 
prepared to assume at a business until level.

“This is an evolving process that could be more 
rigorous,” said a director. “Risks are built up through 
divisions by management then collated by internal  
audit and challenged by the Audit Committee. The Audit 
Committee independently ranks the top five or ten  
risks and this is presented with analysis to the board  
for discussion.” 

3.4 Driving change
Boards have taken a range of measures to enhance — 
or introduce — risk management frameworks. A broad 
trend visible from the interviews has been to expand 
the focus from financial risk to a more holistic view 
of threats. Directors are also taking a greater level of 
responsibility for monitoring and managing risk. 

Among the specific measures reported by directors were:
• appointing specialist staff to manage risk and report 

to the board
• introducing a risk register to facilitate a more 

structured approach
• considering thresholds at which board approval is 

required on decisions
• identifying non-financial risk measures and including 

them within the scope of audits
• making risk-reporting material easier to understand 

and providing risk-related workshops and other 
education for directors

• introducing of monthly reporting regarding risk issues
• broadening the range of risk scenarios considered. 
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Directors grapple with scrutiny and regulation on 
multiple fronts. On one hand, they must contend with 
tough questions from shareholders, regulators and other 
stakeholders. On the other hand, they are often in the 
position of scrutinizing management and ensuring their 
companies have the right incentives in place to drive 
desired behaviors and performance. A particularly topical 
area explored here is the contentious issue of executive 
remuneration.

4.1 Increasing scrutiny
58% of directors felt that shareholder scrutiny had 
increased in recent years and many expressed concern 
that responding to this scrutiny consumed large amounts 
of management and board time. The Internet was seen 
to be an important driver, because it had made it easier 
for shareholders to gain information about companies 
and to discuss company issues with others through 
forums such as chat rooms. At the same time, boards 
have noticed a rise in activist shareholders equipped with 
higher levels of detailed information and an increased 
ability to spread their message. 

A greater interest in corporate governance, executive 
and board remuneration, and corporate social 
responsibility has also driven investors and others to 
question boards on more fronts. Yet, even though 
companies are receiving more questions on more 
fronts, and often face a more aggressive tone from 
shareholders and activists, some directors said there had 

not been a change in the quality or depth of inquiries 
from outside the company. “The requirement to engage 
has increased, but not the level of scrutiny,” said one 
director.

Directors were particularly concerned about scrutiny 
from two relatively new and powerful parties: 
government and proxy advisors to institutional 
shareholders. In the wake of the financial crisis, 
governments are paying much closer attention to 
issues such as executive remuneration and corporate 
failures. One director noted this was inflating reporting 
obligations, with his company’s remuneration report of 
30 pages now being the same size as its entire annual 
report in 1981.

The concern about proxy advisors was particularly strong 
in Australia where a number of interviewees felt these 
advisors had gained power that was disproportionate to 
their processes and expertise. Expressing his frustration, 
one said: “There is no transparency around the way they 
operate and we question how they are qualified.” 

 “There is no transparency around the  
way they operate and we question how  
they are qualified.”

4. Scrutiny and regulation

4.2 Executive pay 
The recent focus on excessive payments and payouts to 
top executives, and subsequent political and shareholder 
pressure, has driven changes in executive remuneration 
around the world. Among the primary trends noted 
by directors were a shift from short- to medium- and 
long-term remuneration structures; an increase in fixed 
and cash remuneration over variable and equity-based 
payments such as options; a push to more closely tie 
remuneration to performance; and greater disclosure of 
remuneration levels. 

Directors also spent more time creating and reviewing 
remuneration structures, and used more remuneration 
consultants as rules became more complex. But despite 
all these initiatives, directors said that some reforms 
would be hard to achieve in practice. One was the 
notion of clawing back money from executives if 
performance targets weren’t met – a provision, for 
example, of the Dodd-Frank Act in the U.S.. “There are 
some practical complications with clawbacks, such as 
how to get the money returned,” said one director.

Asked what they thought of the executive remuneration 
debate, many directors indicated frustration. 
“Shareholders want the stock price to go up but they 
do not want to pay management, which sends a 
mixed message,” said one. Others believed that well-
intentioned efforts, such as forcing companies to 

disclose executive remuneration or to reduce variable 
payments, were resulting in unintended consequences. 
They noted that executives might receive more 
money than they otherwise would during periods of 
underperformance, or that pay levels might rise across 
industries as managers became more aware of pay levels 
elsewhere or as companies paid top dollar in order to be 
seen to acquire the best talent in the market. 

Many directors were unhappy that they were no longer 
allowed to simply apply their own judgement. In some 
markets, such as Japan and Sweden, boards felt they 
paid such low salaries that they struggled to attract 
good managers. However, despite all the concerns, 
remuneration was seen as one of the key tools in the 
board’s arsenal. As one director commented, “Executive 
remuneration is a powerful tool to align objectives and 
drive performance.”

As shown in Chart L, 74% of directors felt their 
organizations struck the remuneration balance correctly, 
while only 8% disagreed. Given the wide variety of 
approaches to remuneration around the world, this 
result shows an extraordinary and consistent confidence 
among directors that their remuneration structures 
promote long-term value.

Chart L
The organization’s remuneration policy provides an appropriate incentive 
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4.3 Diversity 
Many boards are concerned with diversity but our 
survey makes it clear that the term has a wide range of 
meanings for directors. In countries such as Australia 
where regulators have introduced new rules aimed at 
increasing the representation of women on boards, 
diversity is largely seen to relate to gender. However, 
many of the directors interviewed were just as — or 
more — concerned with increasing the range of skills 
available in the boardroom, the countries from which 
directors originate, or the age of directors. Some 
even applied diversity to considering how to avoid a 
concentration of directors from a single university.

Against this background, directors interviewed are 
undertaking a range of initiatives to promote board 
diversity. This includes asking nomination committees 
to identify gaps, charging the corporate auditor with 
monitoring diversity, increasing workplace flexibility to 
make it easier for women or others to join boards, and 
looking internationally for future directors. 

Many boards are also pushing to increase diversity 
within their wider corporate structures, to meet diversity 
targets and to increase the available pool of potential 
future directors. “In order to become a global firm, we 
are trying to bring diversity into the company,” said 
one director. Another commented, “There is a gender 
initiative in which 10% of headquarters positions should 
be filled by women.”

However, many companies conceded they were doing 
little about diversity. A number said it wasn’t on the 
agenda as their companies had dominant founding 
shareholders who controlled board composition. Others 
simply felt it wasn’t the board’s responsibility. “This is not 
the board’s job,” said one. “The shareholders have the 
right to appoint board members.”    

Even though many directors emphasized the need 
for diverse skills on the board, including specialists 
in different fields, 18% of directors interviewed 
acknowledged that a greater mix of gender and ethnicity 
of directors was not on the radar (see Chart M). 21% 
remained neutral on the need for diversity. 

However, with legislative efforts underway in a number 
of countries to increase the number of women serving 
on listed company boards, 60% of directors agreed 
that diversity was a focus, although only 17% agreed 
strongly. Specifically, France has mandated a target that 
30% of directors should be women, while Australia, 
Germany and the UK are considering similar laws. 

Chart L
The organization’s remuneration policy provides an appropriate incentive 
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The harder it has become to find growth in global 
markets, the more boardrooms have come to focus 
on the issue and particularly who is responsible — 
management or directors. Similarly, many boards 
have been reviewing how strategy is formulated and 
executed. As outlined in this section, directors we 
interviewed see themselves as playing a central role in 
growth but typically seek to work in a close partnership 
with management, rather than operating on their own. 
A particularly vexing issue seems to be how boards can 
measure performance against strategy, with many doing 
so infrequently or without meaningful indicators.

5.1 Defining strategy, driving growth
Many boards appear to be playing a stronger and more 
direct role in strategy. The global recession and its 
impact on business profitability have thrust the board to 
the front lines. In many places, the board is now playing 
a stronger role than ever as the overseer of strategy 
and risk, and as the custodian of the financial health of 
the organization. This is reflected by the 85% of chairs 
and directors who saw as significant the board’s role in 
developing and overseeing the company’s strategic plan 
and objectives (see Chart N). 

The review of strategy, however, presented a mixed bag 
of responses. Boards review performance and often 
employ a set of key performance indicators, but these 
reviews are often months apart and directors cannot 
always draw tight links between corporate strategy 
and progress. “There is not a formal process — it’s 
a great challenge for the company,” a director said. 

Others commented that they typically reviewed actual 
performance against budget expectations as rarely as 
once a year. 

However, numerous companies do have systems in place 
to allow directors to see whether agreed strategies are 
being realized. At one company, the heads of divisions 
must present to the board on actual versus targeted 
performance every six months. At another, every board 
meeting starts with a management report that includes 
an update on strategy achievements compared to 
plans. These reports are accompanied by relevant key 
performance indicators. 

Directors also emphasized how important it was for 
strategy review discussions to be forward-looking, and to 
set up leading indicators. “Sometimes they are leading 
indicators of input matters, sometimes of results,” a 
director said. Where issues are complex, boards often 
asked internal audit departments to help compile the 
analysis required for them to make assessments. 
 
Off-site strategy meetings were seen as an important 
environment in which directors and management teams 
could agree on strategy and the performance indicators 
required to manage performance over time. These were 
often captured in rolling three- or five-year plans for 
review every three or six months, including a detailed 
review of full-year financial results. 

Chart N
The board has a significant role in developing and overseeing the company’s 
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The board plays a key role in defining and driving the company’s agenda for growth:
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Chart P
The board receives sufficient information to be clear on the sources of growth — 
M&A, market momentum and market share:
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Chart Q
Decisions made around growth opportunities are always considered in relation 
to the company’s strategic plan and strategic objectives:
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5. Strategy and growth
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5.2 Setting the agenda for growth
There is no single model for the way boards and 
management teams work together to set and govern 
company growth agendas. But it is evident that as 
sources of growth become a more frequent topic in 
many boardrooms, directors seem to be taking a more 
hands-on approach to growth strategy. As shown in 
Chart O, 75% indicated they were playing an active 
role in defining the growth agenda and working with 
management to drive growth.

Directors said that the board tended to set guidelines  
for growth, and management typically developed 
detailed strategies which they then presented back to 
the board. In some cases, this process was often so 
collaborative and regular it formed a cycle. “Setting 
the agenda for growth is, in essence, a virtuous cycle,” 
said one director. “The board is involved in setting 
the parameters for growth, but the CEO and the 
management get us there.”

However, this model was far from universal. At 
one company, the board was seen to have the 
best understanding of strategy and direction, and 
management’s role was merely to execute. “The overall 
sophistication for running the business comes from the 
board as the directors have the broad knowledge base,” 
a director from the company said.

Whatever the approach, boards typically allocate 
extensive time to growth strategy. This includes monthly 
updates at board meetings, and from quarterly through 
to annual reviews and development sessions with 
management.

Directors do not appear to be suffering from a lack 
of market information. 78% felt their boards received 
sufficient insight on potential sources of growth, 
including mergers and acquisitions, market trends and 
analysis of their company’s market shares (see Chart 
P). Directors felt particularly well informed in Australia, 
Germany and South Africa, as examples, but less so in 
France, India and Mexico. 

While most directors saw the board’s role as that of 
challenging, prioritizing and providing input, many 
were comfortable to collaborate with the executive on 
formulating growth strategy and setting targets.

Directors worldwide seem to be struggling to find 
sources of growth, given continued economic weakness 
and a soft mergers and acquisitions environment. 
As organizations come under increasing pressure to 
deliver improved performance, boards need to be able 

to ensure opportunities for growth are in line with 
longer term strategic objectives. 80% of directors 
agreed that decisions on growth were made in line with 
organizational strategy (see Chart Q). However,16% 
remained neutral on the issue and 4% disagreed, 
perhaps reflecting the pressure on some boards to seize 
any and all opportunities to grow.
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“The board is involved in setting the 
parameters for growth, but the CEO  
and the management get us there.”



Director360° Edition 1 2011 – Global Report    2524

We asked directors what issues had dominated their 
agendas in 2010 and what issues they expected would 
remain at the top of their lists in 2011, 2012 and 
potentially 2013. Their responses reflected their hopes 
of moving beyond the preoccupations enforced by 
the financial crisis and returning to a greater focus on 
strategy, growth, performance and deals. 

The top-three concerns for directors in 2010 were 
capital management; strategy; and regulation, 
governance and compliance (see Table A). This reflects 
how the economic downturn forced many companies 
to act quickly to shore up their balance sheets and focus 
intensely on their strategic direction. 

While regulation, governance and compliance are 
perennial concerns for many boards, some sectors had 
already received — or were anticipating — a surge 
of new rules and regulations arising directly from the 
downturn. This can be shown in the prominence of the 
crisis and related recovery as a concern for boards, with 
29% of directors citing it as a top-three issue. The crisis 
also made risk management and sovereign risk (whether 
whole countries might default) an active concern.

Other significant issues shared by boards around 
the world were growth, performance, operational 
management and management succession. Reflecting 
the weak and uncertain environment, mergers and 
acquisitions was only a top-three consideration for 14% 
of directors, and sustainability was barely mentioned.

There were some notable differences between countries.  
For instance, Irish directors were most concerned about 
regulation ahead of significant anticipated changes, 
and French directors were unusually preoccupied 
by questions of strategy and operations. This focus 
on operational management, in particular, appears 
to reflect the tight discipline imposed within French 
companies in response to the recession in France and 
much of Europe. In the more buoyant Australian market, 
directors were most focused on an economic recovery 
that had already arrived combined with concerns about 
an expected rise in ‘red tape’ — new regulations and 
compliance obligations.

Table A

Issues on board agendas in the  
last 12-24 months

Capital management 29%

Strategy 27%

Regulation, governance and compliance 27%

Global financial crisis and recovery 24%

Growth 21%

Performance 20%

Operational management 18%

Management succession 17%

Mergers and acquisitions 14%

Organisational structure 14%

Risk Management 13%

Stakeholder management 10%

Board effectiveness 10%

Executive remuneration 6%

Board succession planning 4%

Sovereign risk 3%

Talent management 3%

Diversity 1%

Globalisation 1%

Sustainability 1%

6. Issues on the board agenda

As shown in Table B, directors were determined to 
view the future in a more positive light, with strategy 
and growth seen as the top two issues for boards 
in the post-financial crisis environment. However, 
capital management and concerns about regulation, 
governance and compliance remained close behind for 
many boards. With market valuations continuing to 
gyrate, capital may find its way back to the top of the 
list as companies grapple with their own positions or 
seek mergers and acquisitions opportunities.

As the impact of the economic downturn was expected 
to decline, boards planned to look more at performance 
and talent management within both the executive 
and the board. They also expected to be able to pay 
greater attention to important long-term issues such as 
innovation, sustainability and diversity, which may have 
been sidelined during the financial crisis. 

Table B

Issues on board agendas in the  
next 12-24 months

Strategy 36%

Growth 27%

Capital management 25%

Regulation, governance and compliance 23%

Performance 22%

Management succession 18%

Global financial crisis and recovery 15%

Mergers and acquisitions 15%

Operational management 13%

Talent management 13%

Risk management 12%

Organisational structure 9%

Innovation 7%

Stakeholder management 6%

Globalisation 6%

Board effectiveness 5%

Sustainability 3%

Executive remuneration 2%

Board succession planning 2%

Sovereign risk 2%

Diversity 1%
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The Director360° methodology
As part of the Director360° initiative, 12 Deloitte member firms interviewed 215 chairmen and directors of listed 
companies in 12 countries around the world on the topic of board effectiveness and the issues, challenges and 
opportunities that boards face. Deloitte interviewed directors in Australia, Austria, France, Germany, India, Ireland, 
Japan, Mexico, South Africa, Sweden, the United Kingdom, and the United States.

Detailed Listing of director interviews
Australia 12 directors
Austria   22 directors
France 12 directors
Germany  17 directors
India 17 directors
Ireland  47 directors
Japan  20 directors
Mexico 19 directors
South Africa 8 directors
Sweden  16 directors
United Kingdom  7 directors
United States 18 directors
TOTAL  215 directors

Note that there was no normalization or weighting of country results, despite differences in numbers of directors 
interviewed. The interviews were conducted between September and December of 2010. Our report incorporates 
quantitative and qualitative data based on these interviews. All the information provided by participants is treated 
confidentially and reported only in aggregate form. The names of the individual participants or their companies 
are not disclosed.

Where appropriate, Deloitte has used quotes from those interviewed to substantiate findings and opinions. The 
views and opinions expressed in this report do not necessarily reflect the view of Deloitte Touche Tohmatsu 
Limited and its member firms or the views of individual directors interviewed.

We make no representation or warranty about the accuracy of the information, or on how closely the information 
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