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Now that regular board reviews are becoming a feature of the regulatory regime 
impacting many companies in Australia, the issue arises as to exactly what 
constitutes an appropriate board review. While the ASX, APRA, the Private 
Health Insurance Administration (PHIAC), the Federal and at least some of the 
state audit offices, recommend or require boards to review their performance, 
there is little guidance given on what this should involve. 
 
We see the following to be among the major issues: 
 

• What is the objective of undertaking a board review?  
• Should the review be restricted to solely the board’s performance, or 

should it include an assessment of the various committees and individual 
director’s performance? 

• What aspects of the board’s performance should the review cover? 
• What process should be used to conduct a board review? 
• Should an external consultant be used or internal resources, such as the 

chair, company secretary or the governance committee? 
• Is there a benchmark hurdle below which the board “fails” the review?  

 
So let’s work through these issues and see if we can put a framework around the 
key decisions a board needs to take in relation to undertaking a board review. 
 
What is the objective? 
There are a range of answers to this starting from the simple and legitimate 
desire of meeting a regulatory requirement to undertake a review. However, as 
reviews involve a cost, be it a real dollar cost or opportunity cost of the time of 
the people involved, it seems wasteful to undertake a review simply to meet a 
compliance need. This also defies the concept of a review – which can logically 
be defined as an appraisal undertaken with a view to improvement.  
 
There are many beneficial aspects to a robust review. As a process it can be 
used for director development; it can encompass an assessment of the overall 
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balance and depth of skills at the board room table; it can examine the effective 
contribution to the strategic management of the company being made by the 
board; it can look at risk management measures; it can discover if there are 
divergent views about the effectiveness of the board; and not least, a review can 
validate that all compliance related principles are being satisfactorily dealt with. 
 
Our experience is that many boards have not given full consideration to the 
broader benefits of a robust board review, and consequent ly both the objective of 
the review and the process chosen to undertake it is compliance driven, hence a 
minimalist and lowest cost solution is generally adopted. 
 
The old adage that you can’t manage what you can’t measure applies very much 
to board performance, and in an age of increasingly scientific management which 
embraces qualitative and quantitative metrics, measurement of the board’s 
performance is a critical part of ensuring there is performance improvement in 
this part of the business just like there should be in all other parts of the 
business.  
 
Should the review also cover committees and individuals? 
To a large extent this is driven by circumstances. The starting point is clearly the 
overall board review. If it is a large board and a lot of issues are passed to 
committees who are active, then we would expect to look at committee 
performance. This is not without cost and commitment and it might be 
appropriate to review committees on a rotational basis. 
 
Individual director reviews are potentially the most confronting aspect of an 
overall board review. They can take many forms including an independent 
(external) assessment, a review by the chair or a peer review. If one of the 
objectives is director development then we strongly urge an individual director 
review. How else can an individual improve? It is possible that individual directors 
learn and develop from some mentoring from the chair or from senior board 
members, but this is an unstructured approach and leaves an important aspect of 
business improvement to chance. Individual development in the rest of the 
organisation is not left to chance, so why should director development? 
 
What aspects of Board performance should be covered? 
 
This is the rub. Everyone has to have a review but what constitutes a review is 
not defined, at least not in one specific place. We need to look to other situations 
to see how this challenge has been dealt with. Take auditing for instance; whilst 
there is no legislation that outlines the specifics of what a financial audit is 
required to cover, a combination of case law, regulation, accumulated 
knowledge, commentary and experience has allowed auditors to determine what 
work is required to professionally undertake an audit.  
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A responsible approach to what is involved in a board review is to have regard to 
what the various regulatory bodies such as ASX, APRA, PHIAC have indicated 
through their governance guidelines, the Combined Code in the UK, OECD 
policy, Sarbanes Oxley, as well as the major pieces of work in the field such as 
the Cadbury Report (UK), the Higgs and Turnbull Reports (UK), the Conference 
Board’s Report (US) and the King Report (South Africa). Drawing on these 
sources, a board review with integrity can be developed. 
 
The review is about examining the performance of the board, but this is not a 
tangible thing which is easily measured. Some might argue, at least in a public 
company environment that the creation of shareholder value through the share 
price (within the operating parameters laid out by law and regulation) is a 
measure of board performance. Others might say the measure is the return on 
capital invested and yet others might argue for the inclusion of some level of 
corporate social responsibility. These are tangible metrics, but they do not cover 
all that a board review should cover. 
 
In the end, a board review does not measure the outputs of a board’s 
performance but rather is an appraisal of the inputs. That is, how the board is 
structured, how it operates, its values and culture and it’s adherence to those 
things identified as requirements for a board to perform well. What we are 
measuring are the factors that, if they occur, increase the probability that the 
board will perform better. 
 
Factors influencing a board’s performance are many and varied, as identified in 
the various sources mentioned above, so the measurement of these cannot be a 
simple process. This is not a game of 20 questions and you have your result. As 
the key purpose of a review is to identify ways to improve the performance of the 
board, the review must be extensive, wide ranging, be inclusive of the social 
issues that impact board performance and go into some level of detail so that the 
areas requiring attention are clearly identified.  
 
What process to use? 
A board review is not a piece of magic, it does not involve conjuring tricks, nor 
should it be skewed by personal opinion, personal agendas, limited data or 
unfounded conclusions. Like the review of any other business function, a proven 
process is needed. This involves the following five key stages: 
 

Data Gathering: Rubbish in rubbish out is never truer than in a board 
review. It is important that the data collection process is both reliable (the 
same questions on a different day will provide the same answer) and valid 
(the question is actually a measure of the element being appraised). On-
line questionnaires, if properly constructed and administered, are very cost 
efficient and time considerate (in as much as the respondent can deal with 
it in their own time). Well constructed questions, accompanied by a 
glossary or aide memoir outlining best practice information for that 
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question have educative value and provide substantial benefits to 
individual directors as part of the process. However there is no substitute 
for one-to-one interviews to detect the often unacknowledged social 
environment of the board. 
 
Therefore, a combination of an on-line survey and personal interviews, 
along with other information audits, provide the comprehensive 
information needed. The use of technology to do some of the grunt work 
saves the company lots of money and does not compromise the process 
because of the complementary personal contact elements. However the 
sole use of an on-line questionnaire would not produce such a 
comprehensive outcome. 

 
1. Analysis: One of the major advantages of a technology supported data 

gathering process is the ease of compilation of the survey answers and 
the ability to splice and dice the information which is very useful when you 
get to the recommendation stage. 

 
2. Initial Reporting: Most organisations do not like surprises, boards 

especial ly, so the initial analysis needs to be fed back to the chair as part 
of getting buy-in to the changes that might be necessary. It could mean 
that some of the initial data needs further review or clarification, or that 
further data needs to be collected. Either way, boards are less likely to 
accept a final report that surprises them. 

 
3. Required Actions: The review is of limited value unless it identifies the 

changes necessary for the board to improve its performance. This should 
involve a development plan for the board as a whole and possibly for 
individual directors. As indicated above, a key part of doing this properly is 
educating the board on best practice so they can identify their current 
weaknesses and adopt processes that allow them to improve. 

 
4. Project Managing the Changes: Working out what needs to happen is only 

the first step. Implementation is everything, so we recommend all the 
identified actions be put into a project planning tool and the board assign 
timelines and responsible persons to each activity. At each board meeting 
the implementation of this project plan should be dealt with as an item of 
business. 

 
Do you use a consultant or DYI? 
The advantage of a consultant is that you get an outsider who is independent  of 
the board and of any individual director – and the value of independence should 
be well understood by this market. Consultants can bring experience in the area 
– and also help a time poor board. 
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However, at the end of the day a board review is a self assessment process. It is 
a self regulated activity with the outcomes very dependent on the responses 
generated by the directors themselves. There is no reason why a board could not 
undertake a review of itself using a properly structured process as long as the 
members are committed to being objective. 
 
Can you fail a board review? 
 
It is not a question of merely “have you complied or not”, nor is it a question of 
“passing or failing”. The overwhelming purpose of a board review should be 
board development and how the board can change what it does as part of an 
ongoing performance improvement process. 
 
 
A board review provides many benefits to an organisation. Private companies, 
not-for-profits and others even though not mandated to undertake a review 
should consider doing so as part of their overall performance improvement. 
 
The advent of a formal Board Review process is a good thing for companies. 
Boards serve a vital function and like every other business function the board has 
an obligation to improve the effectiveness of this particular function. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


