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Lessons from the Corporate World: 
Evaluating performance

BoardScribes
By Peter Duncan

Evaluation of Board performance has become a near-universal trend in the 
corporate world, with not-for-profit Boards not too far behind. It can be 
an uncomfortable process, but as former Shell executive and experienced 
corporate and not-for-profit Board member PETER DUNCAN writes, if 
carried out with integrity, evaluation can hold real value for the Board, its 
members, and the organisation they are governing. 

In a previous article, I talked about 
the “clubbiness” of Boards until 10 or 
so years ago. During my first years on 
the Board of a public company we 
would not have dreamt of subjecting 
ourselves to any form of structured 
performance evaluation, aside from 
occasional discussions about “where 
we were going”. 

As an executive of Shell my personal 
performance was, in theory, evaluated 
each year. Whether and with what 
seriousness that took place depended 
on my boss at the time. Gradually, in 
the late eighties and early nineties 
it became common also to consider 
the performance of teams and those 
factors which might enhance or detract 
from it. Myers Briggs’ profiling of 
individuals and various methodologies 
for looking at teamwork began to be 
applied.

“As an executive of Shell my 
personal performance was, 
in theory, evaluated each 
year. Whether and with what 
seriousness that took place 
depended on my boss at the 
time.”

When I returned to Australia in the late 
nineties there was already a clear trend 
to formal evaluation of Boards as a 
whole, and by the time I left Shell and 
joined a number of public company 
Boards, this trend was universal. It 
is, of course, now a part of the ASX 
guidelines – Boards and companies 
have to report on whether they are 

doing it or not, which has successfully 
concentrated the minds of the few 
remaining recalcitrants.

Evaluating the performance of 
individual directors has taken on more 
slowly – but is now also widespread. 
These days, before a director is 
nominated for re-election at the 
shareholders’ meeting, performance 
is discussed by his or her peers (with, 
of course, the subject absent). The 
director is then not only informed 
whether or not colleague directors 
support re-election but also advised 
(normally by the Chair) of areas where 
colleagues feel performance could be 
enhanced, or perhaps where skills are 
lacking.

Evaluating the Board team

What methodologies are used for 
these evaluations? When assessing 
the performance of the Board as a 
whole, the evaluation process involves 
seeking the views not only of peer 
directors, but usually also of senior 
management. I don’t know of any case 
where other informed stakeholders 
(such as major shareholders or external 
auditors) are asked to give their views 
but this trend may well develop, 
particularly as such stakeholders 
become more vocal.

Quite often an external moderator is 
used in the Board evaluation process, 
often delivering non-attributable 
results to the Chair and Board so that 
individual Board members’ views are 
not identified. This helps to ensure 
that comments are less likely to be 

watered down. It can, however, carry 
the corresponding disadvantage 
of engendering suspicion rather 
than encouraging open and frank 
discussion.

Regarding the criteria against which 
performance should be judged, I think 
there are two particular dimensions of 
effectiveness about which the Board 
can ask itself, namely “do we have the 
right skills?” and “how can we work 
more effectively as a team?”.

The whole exercise is likely to be more 
effective if the Board has thought 
through its role and what it is seeking 
from individual directors and from the 
team as a whole. Another increasing 
trend in corporate Boards is the 
development of Board “charters” which 
attempt to do this.

Evaluating individual Board 
members

Evaluating the performance of 
individuals is more difficult. Sometimes 
this is simply done by handing out a 
questionnaire to Board members for 
assessment by the Chair. Sometimes 
it is done in individual discussion 
between the Chair and Board 
members. Obviously, if there are serious 
performance issues then the latter is in 
any case necessary. 

During the evaluation period the 
opportunity is taken not just to make 
a decision about whether or not to re-
elect, but also to give feedback to the 
director on areas where performance 
can be improved. To make the whole 
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process less threatening evaluation 
questionnaires are usually couched 
in terms of questions such as “Areas 
where you would like to see the 
individual do more (or less)”. 

In recent times there has been a clear 
tendency to take a harder line in the 
area of individual Board member 
performance and I believe we will see 
more cases in the corporate world 
where re-election is not supported, 
perhaps on performance grounds, 
perhaps because new kinds of 
expertise are required, perhaps as part 
of a judgement on accountability for 
the performance of the Board and/or 
the company which it oversees.

“There are two particular 
dimensions of effectiveness 
about which the Board can 
ask itself, namely ‘do we have 
the right skills?’ and ‘how can 
we work more effectively as 
a team?’.”

All of this can be uncomfortable. But 
it is healthy. While it is important that 
individual directors not be attacked 
for holding and expressing minority 
views, it is just as important that where 
directors have lost the trust of their 
fellows this be brought into the open. 
There is a fine distinction but a real 
one.

The relevance for not-for-
profits

How does all this apply to not-for-
profit organisations? In my view, almost 
word for word. I am a strong believer 
in open expression of views when it 
comes to Board matters, and these 
kinds of evaluations, if done in the 
right spirit, can only contribute to this.

This is particularly true of the 
evaluation of the performance of 
the Board as a whole. In looking 
at individual Board members 
there is, however, a qualification 
– and an important one. Usually the 
Board member of a not-for-profit 
organisation is giving their time 
free. Sometimes they have been 
recruited not for their contribution 
to governance but because of, for 
example, their ability to attract 
funding. Often their contribution 
will be affected by the amount of 
time they have available after their 
“day job”. Very often if they leave the 
Board it will be very difficult to find a 
replacement.

All of this obviously needs to be 
taken into account. But it doesn’t 
really change the basic principle of 
evaluation – namely, a clear view 
of what is wanted from the Board 
member and an assessment of 
whether he or she is giving that.

Does it have any effect?

Hopefully, of course, both the Board 
as a whole and individual Board 
members will use the feedback to 
improve their performance. 

In practice, I have experienced only 
one example of a Board deciding as 
a whole that its performance had 
been inadequate and this was in the 
full glare of public criticism. That a 
Board in the quiet of its cloistered 
deliberation should take this view 
is, let’s face it, unlikely. But that does 
not vitiate the value of the evaluation 
exercise if it leads to real efforts to 
improve performance.

Like any exercise regularly carried 
out there is a danger of it becoming 
routine. In my view it is a task 
of the Chair to ensure that this 
does not happen. Use of differing 

methodologies from year to year is one 
way of avoiding this.

For poorly performing individual Board 
members, the ultimate sanction is the 
withdrawal of support for re-election. 
As mentioned above, I suspect we may 
see this sanction used in the corporate 
world more in the future, but perhaps 
less so in the not-for-profit world given 
the unique position of not-for-profit 
Board members. Again, however, the 
value of the process is preserved if 
performance is improved.

Let me finish as I have in my first 
two articles by referring to integrity 
– something I value above all else in 
Board processes. If these evaluation 
processes are not carried out with 
integrity they may as well not be 
carried out at all. But if Boards 
make a genuine effort to look at 
their performance they and their 
organisation can extract genuine value.

Peter Duncan

Peter Duncan worked as an executive 
for Shell for 36 years, serving on a 
number of wholly owned company 
subsidiaries and a major public 
company during that time. Since his 
retirement as an executive, he has 
taken up Board positions on a number 
of Australian public companies 
and public entities as well as being 
involved in a range of not-for-profit 
activities.
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your processes again and see if you 
can avoid the risk. If not, you may 
have to stop that activity or at the 
very least document how you have 
reached the decision to proceed. 

5. Present your risk management 
grid to the next Board meeting 
and seek endorsement for future 
remediation plans.

Step Six: Start tackling 
lower-priority risks 

Even lower-priority risks – those less 
likely of occurring or less likely of caus-
ing significant harm to your group or 
its stakeholders – should be consid-
ered seriously. You need to put in place 
a process that allows the group to 
tackle every risk possible.

Do this...

1. Create a “Risk Register” with six 
columns, as indicated in Figure 
1. Use the information gathered 

(continued from previous page)

Seven Steps: 
to a responsible risk management strategy 

TheToolbox

Register to ensure that risks 
are being treated in a timely 
fashion.

• Ensuring that the Risk Register 
is kept up to date, with treated 
risks removed and new risks 
added as identified.

• Keeping a record of items that 
have been removed from the 
Risk Register. 

• Providing a regular report to 
the Board on risk management 
activities.

• Scheduling and running an 
annual Risk Management 
Meeting.

2. Build your Risk Management 
Strategy into a policy that shows 
how organisation’s approach to risk 
management. Write it down. Make 
sure everybody knows about the 
policy and follows it. Arrange to 
review it regularly.

Board Builder
Tip

This is a “bare bones” approach to 
risk management. For more detailed 
information, visit Our Community’s 
Insurance & Risk Management 
Centre at www.ourcommunity.
com.au/insurance. 

of Risk                      Responsible                             Completed

e.g. 
Broken 
tiles at 
entrance 
– danger 
of  
tripping

High 
Probability 
& High 
Impact

- Short-term: 
tape over 
broken tiles
- Longer-
term: get 
tiles fixed

John Smith - Tape 
over tiles 
immediately;

- Tiles fixed by 
July 31

 Problem           Level  Remediation    Person            Timeline            Date

during Step Four to fill in the 
register.

2. Post the Risk Register in a 
prominent place and encourage 
members, staff and volunteers 
to add items they feel could be a 
problem.

Step Seven: Keep the 
process alive 

It is not enough to go through the 
initial risk assessment and treatment 
process and think your work is done. 
The Risk Manager needs to ensure that 
the Risk Register is kept up to date 
and that the risk assessment process is 
repeated annually. 

Do this...

1. Assign the Risk Manager the 
responsibility of carrying out the 
following tasks:

• Regularly checking the Risk 

Figure 1
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