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et’s face it—sitting on a public

company board is not the job it

once was. In the years since
Sarbanes-Oxley was enacted in 2002,
directors have exchanged expense-paid
club memberships, retreats to exotic
locales, and a seemingly untouchable
status for longer hours, pervasive liability,
and increasingly intense scrutiny from
shareholders, regulators, and the public.
So why do they continue to serve?

Foremost, directors tell us the job can
be very rewarding—even profitable,
though the latter, they note, is not always
commensurate with the workload. To
better understand directors’ motivations,
fears, and desires, each year Corporate
Board Member conducts its flagship
What Directors Think study. In the
last 11 years, we've gathered data and
opinions on a wide range of issues
encompassing risk and liability, strategy
and performance, and much more.

In order to share the data we've
compiled along with post-survey
interviews where we dug deeper into
directors’ insights, we’ve organized
our survey responses into four key areas
this year: risk oversight, strategy and
performance, shareholder engagement,
and board structure. Though risk is not
a new focus area, it is certainly one that
is expanding and ever changing; likewise,
strategic issues are consistently a
top-drawer concern for directors. As
Charles Rossotti, nonexecutive chairman
at AES Corp. noted, “At the board level,
risks are a focus of every meeting and, in
fact, every committee. In the last few
years, focus on risk has been elevated to
adopt a more strategic focus that looks
across the whole portfolio for themes
and correlations.”
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Shareholder engagement, meanwhile,
is a more recent focus area—and one that
some directors may either need coaching
on or boards may need to bring on
directors who have such experience, our
survey results show.

With those subject areas in mind, read
on to see how the directors we surveyed
handle the critical and often complex
issues that arise in the boardroom. Armed
with this information, we hope these
results will help you assess whether your
own board is prepared for the challenges
of 2015 and beyond.

RISK OVERSIGHT

Perhaps the single biggest challenge
directors face is understanding the
multiple forms of risk their companies
are encountering today. In fact, 55% of
the directors we surveyed don’t believe
it’s reasonable to expect that a public
company board can ever fully get its
arms around all the different aspects of
risk in the current corporate environment
(Figure 1), particularly the newer forms of
technology risk like cyber risk and social
media risk. This begs the question: Are
boards today equipped to tackle all that
is thrown at them, especially in these
emerging, and largely unknown, risk areas?

“The expectations placed on boards in
terms of what they are asked to oversee is
much greater today due to many factors,
including an increasingly dynamic global
economy, political uncertainty, disruption
caused by new technologies, and an active
M&A environment,” says Kevin M.
Connelly, CEO, Spencer Stuart. “As a
result, directors find themselves needing
to be knowledgeable in areas they may or
may not have had much past exposure to
or experience in, such as cybersecurity.”

With a relatively low amount of
director turnover, boards today often look
to add directors who tick several boxes for
the board, for example, relevant industry
and global expertise as well as financial
acumen, Connelly notes. In some cases, he
says, boards have elected to enhance their
board composition by adding a director
with digital expertise; however, in most
cases, this is to augment the business
strategy as opposed to a direct focus on
cybersecurity. “As the expectations of
boards continue to grow, we predict more
boards will look to outside experts to help
them address, and bring an increased
focus to, areas of expanded oversight such
as IT risks and cybersecurity,” he says.

In terms of their confidence in
managing risk oversight, survey
respondents are most confident in their
ability to monitor operational risk
and internal fraud (72% very confident;
only 1% or less not confident), followed
closely by FCPA/anticorruption risk
and legal risks related to labor and
employment (64% and 62%, respectively,
very confident). Cyber risk and social
media risk gathered the highest
percentages of “not confident” ratings,
at 23% and 19%, respectively.

In an effort to better understand these
risks, directors realize they have to face
them head on—in the boardroom. In
terms of risk issues the board has covered
as an agenda item in the last 12 months,
more than 90% of the directors we
surveyed cited operational risk, followed
by cyber risk at 80%, and sudden loss of
leadership at 79%. It’s telling that, while
it appears directors are discussing cyber
risk, a large percentage still aren’t fully
confident in their ability to manage it.
Also of interest, only 35% of respondents



CAN PUBLIC
COMPANIES EVER
FULLY GET THEIR
ARMS AROUND ALL
ASPECTS OF
CORPORATE RISK?

YES 45%



HAS YOUR BOARD PUT
SOCIAL MEDIA RISK
ON THE AGENDA?

YES 35%



TOP DRIVERS FOR
THE BUSINESS

96%
1%
83%

83%
73%

62%




DO YOU SPEND
ENOUGH TIME
ON STRATEGIC
PLANNING?

YES 74%
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TOP FACTORS THAT

WOULD IMPROVE YOUR
BOARD EXPERIENCE:

56%

55%

49%

21%

42%

BOARD STRUCTURE AND ASSESSMENT










IS YOUR BOARD READY?

HOW CONFIDENT ARE YOU THAT
YOUR BOARD IS ADEQUATELY
OVERSEEING CYBER RISK?

VERY 15%

NOT CONFIDENT
23%




