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ENORMOUS SCOPE FOR IMPROVEMENT BUT CONCENTRATE ON THE ISSUES, SAYS IOD 

Institute of Directors responds to Higgs Consultation Paper 

The Institute of Directors, (IoD), today presented its input to the Higgs Consultation Paper, set up by the Government to look into the role and effectiveness of non-executive directors, by calling for positive measures to spread best practice not further regulation.

IoD Director General, George Cox, said:

“We believe that the basic UK model for corporate governance is sound and that non-executive directors have a key role to play in making it effective.  However, we also believe there is great scope for improved performance.  The main concern should be for better run boards and better managed companies.  It is not the occasional catastrophic failure that affects pensions, savings and jobs; it’s the vast number of organisations that fail to fulfil their full potential.”

The IoD consulted widely with senior businessmen through its own survey, in addition to organising a number of focus groups to garner views from a wide spectrum of the business community.  These have assisted the IoD in producing a considered, well-informed and measured response to Higgs.

The IoD survey, which included many captains of industry as well as some of the country’s leading entrepreneurs, produced some interesting results including:
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· 81% of respondents believed that non-executive directors made a substantial or very substantial contribution to the effectiveness of UK boards.  Respondents believed that the top three ways that non-executive directors add value to the board are through:

· adding objectivity

· bringing specific skills/experience and impartiality

· bringing strategic vision

· 73% of respondents thought that senior company executives (who were not yet on the boards of large businesses) were the biggest untapped area of potential non-executive directors.   

The main obstacle to effectiveness cited in the survey was a lack of sufficient time to do the job properly. Too many non-executive directors take on their roles without recognising just how much time, as well as energy and attention, it can take; and some take on too many roles.

Putting the Higgs Consultation Paper into context, George Cox said:

“The current debate about corporate governance is inevitably taking place, as it does, in the shadow of the recent appalling corporate scandals in the USA.  However it is important that this doesn’t distort the debate. The recent US failures relate to alleged fraud, flawed accounting practices and falsification of market information.  The most recent, and perhaps most dramatic ever UK collapse, relates to bad management. 

“The situations in the UK and the USA are different.  The UK doesn’t have the same governance systems, board structures, business cultures or auditing philosophies as the USA – it’s time to concentrate on today’s issue – company performance – rather than on yesterday’s which was probity.  This is not advocating complacency; we say it with a real concern to advance standards.”

Advocating the use of best practice, the IoD recommends a clear statement, building on the Combined Code, George Cox said:

“In looking for improvement, the IoD does not see further regulation as either being necessary or providing an answer.  This is not because of our general antipathy towards ‘red tape’.  It is because we believe that regulation fails to get to grips with the real issue.  The issue is one of spreading best practice and improving the recruitment, selection, preparation, support and performance of non-executives.”
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David Marshall, Director of Public Affairs, tel. 020 7451 3263






      mobile and out of hours: 07764 883 420

Richard Taylor, Press Officer, tel: 020 7451 3264

 mobile and out of hours: 07721 734886

 email: press@iod.com
Notes to Editors

1. A copy of the IoD’s Recommendations to the Higgs Consultation Paper is attached.

2. A full copy of the IoD’s response to the Higgs Consultation Paper is available on the IoD web site www.iod.com  

3. The IoD is a non-political organisation with 56,000 members in the UK, whose aim is to help directors to fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs. 

