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Introduction

In 2017, ICSA: The Governance Institute
initiated a thought-leadership series to
explore key governance issues and
consider how to address them.

As part of that project, this research
sought to understand how different age
demographics within our community
view the future of governance.

Millennials (sometimes called generation
Y and generally defined as those born
between 1981- 1996)' are expected to
make up roughly 75% of the global
workforce by 2025.2

They have frequently been stereotyped as
the ‘entitled generation’ who believe
they can have and do anything.?

This has been seen as both a positive and
negative trait — a source of ambition and
drive that has led to new ways of thinking
and working, as well as the cause of
disappointment and restlessness.*

What impact might this have on
governance trends in the next
10-15 years?

Over 400 company secretaries and
governance professionals contributed to
our survey, answering questions on the
role of governance and future challenges
facing organisations and the profession.

The survey allowed us to compare the
answers of millennial and generation Z
respondents (aged 18-35 and referred to
in this research as 'generation Y/Z') with
respondents aged 56-65 (termed
‘established practitioners' in the report).

Although we recognise that generation Z
(born in or after 1997) can be
differentiated from millennials in various
ways,> we have combined the two groups
due to the smaller number of generation
Z responses received, and the lack of
significant variation in the views expressed
by the two groups throughout the survey.

Members of generation X — born

between the mid-1960s and early 1980s,
just before millennials — are likely to be
leading many organisations in the next
decade. Their views were also sought, and
are included in the results that show the
combined responses from all age groups
(referred to as ‘all respondents’ in

the report).

However, we chose not to focus on
them as a separate cohort to enable us
to concentrate on where differences in
perspectives were more marked.

We are extremely grateful to everyone
whose participation made this project
possible.

icsa.org.uk/nextgengov
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Key findings
Shifting public
sentiment and
the rising tide
of regulation

We found a considerable degree of
overlap in the concerns and views

of respondents across the board -
highlighting the pervasiveness of the
issues identified. However, we have also
seen nuances in the level of importance
that generation Y/Z respondents have
attributed to certain challenges, compared
to how these same factors are viewed by
established practitioners.

Our analysis of the survey has highlighted
two main themes:

Respondents recognise that changing
public expectations will impact the
future development of governance.

Respondents are concerned
about extensive regulation.

September 2018
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What do you think will be the biggest obstacle to effective
internal oversight in the next 10-15 years? (All respondents)

Please choose one

Growth in the size, complexity
and global reach of organisations

Lack of specialist expertise required to
understand risks and opportunities

Insufficient time and resource to deal
with the volume of applicable regulation

Difficulty supervising remote working
and other more autonomous
arrangements

10% 20% 30% 40% 50%

@ of all respondents believe legislation or other political action
will be relevant to how concerns about environmental
@ sustainability influence governance in the future.

@ of all respondents believe that overlapping or conflicting
8 regulatory frameworks are a feature of globalisation that
@ will impact governance in the future.

Recent developments in the UK and EU
demonstrate an increased willingness to
use mandatory reporting requirements
and other laws to tackle various issues —
from diversity and remuneration to other
aspects of non-financial reporting.

If governance professionals feel that this
trajectory is unhelpful, organisations must
show politicians and the public that they
can effectively address issues of concern
without legislative intervention.

icsa.org.uk/nextgengov
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Key findings
(continued)
Organisations need
to be proactive

about emerging
social issues

Respondents across all age groups
agreed on the topics they considered
most relevant to the development of
governance over the next 10-15 years.
However, the established practitioners
generally viewed the potential impact
of these issues as less significant than
generation Y/Z respondents.

September 2018
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Technological change

4%

of generation Y/Z think technological
change is highly likely to cause
significant governance challenges

— compared to

0%

of established practitioners

icsa.org.uk/nextgengov 7
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Environmental sustainability

of generation Y/Z think environmental
sustainability is highly likely to cause
significant governance challenges

— compared to

of established practitioners

September 2018
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Financial inequality

1%

of generation Y/Z think financial
inequality is relevant to governance

— compared to

2 e

of established practitioners

icsa.org.uk/nextgengov 9
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More scrutiny

9%

of generation Y/Z respondents strongly
agreed that “the level of scrutiny
experienced by organisations will
increase in the future’

— compared to

1%

of established practitioners

10 September 2018
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It is clear that generation Y/Z governance
professionals believe certain issues are
more pressing than is currently
appreciated by those in senior positions
with greater levels of influence. If they
are correct, this potentially leaves
organisations at risk of being blind-sided
by social developments, left behind their
competitors or subject to more regulation
in response to shifting public sentiment.

This report is intended to start a
conversation that we hope to continue
in collaboration with our members.

The following section highlights how
three important social issues could be
relevant to governance in the future:
demographic change, technological
change and environmental sustainability.

The observations made draw on our
survey results and conversations with
generation Y/Z governance professionals
during our focus groups, contextualised by
secondary research findings.

The report then considers why broad-
ranging social issues may become
increasingly relevant to governance

in the future, irrespective of whether
organisations feel ready to deal with — or
responsible for — the issues involved.

We close with a final section on next steps.

icsa.org.uk/nextgengov
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Emerging
social issues

We limited our question on demographic
change to four aspects of, but allowed
space for respondents to contribute

their own suggestions. ‘Trends in social
attitudes’ emerged as the element
considered most relevant to future
governance — with a third of the
comments from established practitioners
referring to millennials, making this the
most frequently mentioned trend.

High expectations

How is the influence of millennials
shaping social attitudes? And why
might this be relevant to governance?
Millennials expect organisations of all
types to play a part in dealing with
economic, environmental and social
challenges — not just the organisations
that would typically address these issues
as their raison d'étre.

A 2017 Deloitte survey of almost 8,000
millennials across 30 countries found that
74% of millennials thought multinational
companies have the potential to solve
societal challenges — a percentage point
more than those who thought the same
about charities and NGOs.¢ Although

the potential to be problem solvers was
viewed similarly across these different
kinds of organisations, companies were
thought to be behind charities in realising
that potential — with only 59% agreeing
that multinational companies have a
positive impact in this area compared to

12
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Please indicate the aspects of demographic change that
you consider relevant to governance. (All respondents)

Choose all that apply

Ageing population

Urbanisation

Trends in social attitudes

Financial inequality

0% 10% 20% 30%

64% in relation to charities and NGOs.”
The results from the 2018 survey in the
same series showed millennials seem
increasingly disillusioned with the social
impact of business in particular, but their
expectations had not changed.?

In light of these high expectations, how
might other demographic issues become
increasingly relevant?

Ageing population

An ageing population presents a number
of challenges and its relevance to
governance was recognised by a majority

50% 60% 70% 80% 90% 100%

of respondents to our survey. By 2040,
nearly one in seven people in the UK are
projected to be aged over 75.° A Foresight
report produced by the Government
Office for Science in 2016 set out
numerous factors that transcend the role
of the state and could have governance
implications for many organisations,
including addressing pensions, workplace
adaptations to facilitate an older
workforce, service improvements — for
example, healthcare and housing — and
the need to alleviate the difficulties faced
by younger people in balancing work and
care responsibilities.’

icsa.org.uk/nextgengov
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Urbanisation

Only 14% of respondents thought

that urbanisation might be relevant to
governance in the future. However, it is a
trend that arguably has implications for
the political climate that we live in. ‘In
1970, there were two megacities (defined
as populations greater than 10 million)

— Tokyo and New York. Today, there are
23 megacities, with the total expected to
rise to 41 by 2030.”" Some commentators
predict that megacities have the potential
to become ‘the world’s most important
economic entities’ — citing action on
greenhouse gas emissions taken by the
C40 network of megacities as an example
of a shift in geopolitical power.

In the UK, the more significant
urbanisation trend is the relationship
between towns and cities. Research
indicates that differing levels of
connection to the global economy
experienced by suburban communities,
post-industrial towns and coastal areas,
compared to cities, has contributed to
increased political division — including
Brexit," with our commuter culture
also negatively affecting the health and
productivity of workers.™

As well as influencing the overall political
climate, these trends could transform

the stakeholders that organisations

find themselves dealing with in the

near future. From megacity networks

representing the objectives of like-minded
areas across the globe, to decentralised
political institutions, SMEs and social
enterprises aiming to revive local
economies, new alliances are already
being called for and cultivated.™

Financial inequality

Closely related to these geographical
considerations are growing concerns
about financial inequality. At the end of
2017, 14 million people in the UK were
classified as living in poverty — over one in
five of the population — with 8 million of
those adults and children living in families
where at least one person is in work.®
More than a third of UK respondents to
the Edelman Trust Barometer thought
their standard of living would get worse
during 2018," and ‘the divide between
rich and poor getting bigger’ was listed
as one of the top three concerns for the
future (selected by 40% of respondents).’®
These observations suggest that attention
to executive remuneration will continue,
but focus may also extend to related
issues such as pay and opportunities for
the workforce more generally — as we are
already beginning to see.™

Overall, we can see that demographic
change is creating a number of social
challenges — along with the more
prevalent expectation that organisations
should be providing solutions.

14
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Technological change

What impact do you think technological change will have
on your organisation?

Please rank (Graph shows answer ranked 1, i.e. most likely)

Generation Y/z N Established practitioners

_
Sector disruption (e.g. new competitors)
24%
More flexible working for employees

(e.g. remote working, changes to working pattern) 15%

More non-traditional employment
arrangements .
(e.g. zero hours, temporary or freelance contracts) 7%
Changes to existing job roles
(e.g. increased automation) 17%
Reduction in overall number

; -
of jobs available -
(e.g.through redundancies or lower recruitment) .
Higher risks and costs
(e.g. relating to data protection and cyber security) 26%

0% 10% 20% 30% 40% 50%

icsa.org.uk/nextgengov 15
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Both age demographics surveyed thought
that the most likely impact of technology
on organisations would be higher risks
and costs, with sector disruption ranked
as second. However, the impact of
technology on the workforce was viewed
differently between the age groups.
While the security and strategic risks
posed by technology remain an important
focus, the potential for technology to
create a more unstable job market could

develop into a prominent governance
issue. Recent research from the CBI
showed strong public sentiment that ‘the
biggest contribution business should make
to UK society is providing jobs’ (66% of
respondents — 25 percentage points higher
than the next most popular response).?®
Work by the Taylor Review?' and TUC? has
also demonstrated the impact and social
cost of insecure work, as well as a possible
connection to low productivity.??

What impact do you think technological change will have

on your role?

Please rank (Graph shows answer ranked 1, i.e. most likely)

Generation Y/z N Established practitioners

Reduction in time spent on
administrative tasks

Artificial intelligence used for aspects
of role requiring soft skills

More time spent on ethical
oversight of technology

More time spent analysing data generated
by the organisation's operations

My role will be made redundant

39%
5%
22%
34%
5%
6%
0% 10% 20% 30% 40% 50% 60% 70%
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In relation to their own roles, the two
age demographics surveyed foresaw
different impacts — perhaps reflecting
their differing seniority and current areas
of responsibilities.

However, the comments from respondents
revealed that the picture is more complex.
Although some tasks may be streamlined
by technology, it was thought that
managing those processes would involve
a considerable amount of additional work
— for example, taking into account ethics
and privacy.

Ethical considerations are already
emerging as a consequence of
technological change, with little
ownership being taken over how to
address them.? The negative side of
recent technological developments
is becoming more apparent: from
controversies surrounding social media
firms? to an increased awareness of
the environmental damage caused
by technology? — for example, a
global annual average of 50 million
tonnes of e-waste,? or the fact

that Bitcoin transactions consume
more energy than Ireland, despite
still being relatively niche.?®

The capabilities of Al are also set to take
us into unchartered territory. Concerns
have been raised regarding learning
algorithms based on neural networks —

NGG

a more complex form of machine learning
that makes it significantly harder to trace
the basis on which Al makes its decisions,
meaning errors cannot be explained

or rectified.? Similarly, although many
experts expect soft skills and creativity

to remain the preserve of humans,°

the ability of forms of Al to interpret

and store emotional insights from
‘affective data’ (such as facial expressions
or voice intonation) could give rise to
sophisticated forms of manipulation

or imbalance in many stakeholder
relationships — for example, as a form of
power over employees or consumers.>'

In a recent survey of 2,000 British adults
by the think tank Demos, over two-
thirds (69%) thought that MPs are not
taking sufficient action to safeguard
against the challenges of the next wave
of technological change.® It is likely that
organisations will be expected to step
into the void — providing appropriate
leadership and protection, and suffering
the consequences of failures.

icsa.org.uk/nextgengov
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Environmental sustainability

Please indicate the aspects of environmental sustainability
that you consider relevant to governance. (All respondents)

Choose all that apply

Legislation / other
political action

Reputational
consequences

Extreme weather
events

Resource scarcity

0% 10% 20% 30% 40%

Both age demographics in our survey
were aligned in their views on the
elements of this issue that they considered
most relevant to governance — namely,
reputation and legislation.

However, as noted above, our survey also
indicated that generation Y/Z respondents
considered environmental sustainability
to be a more pressing issue than the
established practitioners. This relative
sense of urgency mirrors the increased

50% 60% 70% 80% 90% 100%

prominence of environmental risk in other
millennial and generation Z surveys.

In the World Economic Forum (WEF)
Global Shapers Survey 2017, climate
change and the destruction of nature was
cited by over 24,000 respondents aged
18-35 as the most critical global issue —
ahead of war and inequality — with 90%
agreeing that humans are responsible

for climate change.** The 2018 Deloitte
Millennial Survey also noted a rising

18
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concern: having ranked near the bottom
of millennials’ concerns in the 2017 survey,
this year it finished ‘in a statistical tie with
terrorism as the top concern of millennials
in developed markets...[and] a top-five
concern in emerging markets’.*

More generally, the annual WEF

Global Risks Perception Survey saw
environmental factors listed as three of
the top five global risks in 2018 — both

in terms of likelihood and impact. The
specific risks identified were extreme
weather events, natural disasters and the
failure of climate change mitigation and
adaption.?> Further analysis throughout
the report draws attention to ‘the depth
of interconnectedness’ between the
different types of environmental risks,
but also to the knock-on effect in other
areas — such as social instability caused by
involuntary migration or the vulnerability
of our increasingly complex global

food system.3®

Whilst these surveys tend to examine risks,
other commentators have emphasised the
potential upsides of a transition to a low-
carbon economy, highlighting the benefits
that disruptive innovation could bring

to the way energy is sourced, stored and
supplied.?”

In the corporate world, these issues are
also of increasing importance to investors.
Morrow Sodali’s 2018 survey of global

NGG

institutional investors revealed that 49%
of respondents had fully integrated ESG
and sustainability into their investment
decision-making processes for all asset
classes, with a further 44% stating that
they were in the process of doing so.3®

A ‘Taskforce on Climate related Financial
Disclosure’ was also set up by the Financial
Stability Board in 2015 to develop
voluntary recommendations on climate-
related reporting.*

On its own, environmental sustainability
may seem most relevant to the
governance of large organisations with
significant carbon footprints or sector-
specific exposure to the impact of extreme
climate events. However, the possibility of
climate change having a tangential impact
on everything from levels of inequality to
political upheaval means it represents a
pervasive and growing social concern.

icsa.org.uk/nextgengov
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Even the brief overview of issues
above is enough to demonstrate that
society is facing a myriad of changes
and challenges. But are these really
governance issues?

The expansion
of governance

But is this governance?

What factors have the biggest impact on the quality
of governance? (All respondents)

(Please rank. Graphic shows answer ranked 1, i.e. biggest impact)

Procedures and controls Communication Stakeholder engagement
Social purpose Diversity @ Equitable pay policies
20 September 2018

ur

survey suggests that, when thinking
about how to safeguard the quality

of governance, the focus of company
secretaries across all age demographics
remains on the core elements of
procedures and controls, stakeholder
engagement and communication. These
are viewed as the bedrock of high-quality
governance.

Issues like diversity, remuneration and
social purpose that have been the focus
of more recent attention from politicians,
academics and the media,* were
consistently considered to have a lesser
impact on the quality of governance.
However, respondents also commented
that it was difficult to rank the factors
listed as they are all interrelated,

and noted that the culture within an
organisation has a significant overarching
influence too.

NGG

The challenge for governance
professionals going forward will be to
ensure that organisations’ procedures

and controls go far enough - covering
how decision making, authority and
accountability are exercised within the
organisation in relation to issues of social
concern that might once have been
considered outside the traditional remit of
governance for that type of organisation.

Already, we can see how the expansion
of governance expectations is impacting
organisations in the UK and elsewhere.

For some companies, the EU Non-Financial
Reporting Directive has required more
disclosures relating to environmental,
employee and social matters — including
respect for human rights, anti-corruption
and anti-bribery measures.*’ The Modern
Slavery Act 2015 requires certain
commercial organisations to make
mandatory statements about actions
taken to avoid engaging in modern
slavery.*? Recent reforms will also lead

to annual CEO pay ratio reporting,* as
well as reporting on how directors have
complied with 5.172 Companies Act

2006 in taking into account stakeholder
interests.*

Methods of workforce engagement are
also under scrutiny, with the revised FRC
UK Corporate Governance Code 2018
addressing the issue more explicitly.*

icsa.org.uk/nextgengov
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We have also seen this reflected in the
way that corporate social responsibility
reporting has evolved into a more
comprehensive focus on sustainability.
Instead of merely covering add-on
programmes where organisations

match employee charity activities or

give employees time off to undertake
community service activities, a more
holistic view is being taken. Sustainability
and social responsibility are more
embedded terms, encompassing how a
company will be functioning in ten or
twenty years’ time and what it is doing to
ensure that this will be the case.*

In short, there is an increasingly prevalent
expectation — as noted by BlackRock CEO
Larry Fink — that ‘to prosper over time,
every company must not only deliver
financial performance, but also show
how it makes a positive contribution to
society.'¥

Similarly, not-for-profit and public sector
organisations are facing more extensive
responsibilities as the nature of the world
in which they operate changes. One
example is the EU General Data Protection
Regulation (GDPR)*® which applies

not only to large corporations, but all
organisations using personal data - right
down to small-scale charities, schools and
religious groups. This is a reflection of the
fact that the legislation seeks to respond
to a pervasive social concern, rather than

an industry-specific problem - privacy

in an increasingly data-driven world.
Another example is the recent gender pay
gap reporting requirements, which also
apply to public sector organisations, as
well as to the private sector.*

Irrespective of whether they initially
appear to be relevant, social issues
become governance issues when they
reach a tipping point — when they are so
far-reaching that every aspect of society is
called on to take responsibility for shaping
a response to those concerns.

Edelman Trust Barometer 2018 (UK)

©%

of UK respondents trust
the government

Only

0%

agree that “CEOs should lead
change rather than waiting
for regulators to impose it".

22
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It seems that the state alone is no longer
sufficient. The UK results from the 2018
Edelman Trust Barometer showed faith
in government is at a low, with only 36%
of respondents trusting the government
—and only 27% of the youth surveyed
doing so.*° Trust in business and NGOs was
higher amongst UK respondents (at 43%
and 46% respectively) and 60% of those
surveyed said that ‘CEOs should take the
lead on change rather than waiting for
regulators to impose it."”"

The perceived power of corporations®?
and social necessity of non-profits and
the public sector mean people - and
generation Y/Z in particular® - expect
these organisations to pull their weight
and be part of the solution, not the
problem.

These expectations have implications
that are arguably aligned to issues more
usually thought of as governance. For
example, climate change is primarily

a social, political and environmental
issue, but can become a governance
issue in terms of reputational risk if an
organisation is perceived as not doing
enough to mitigate its environmental
impact.

Similarly, if governments decide to take
action on environmental issues — for

example, by increasing the cost of carbon>*

— this has the potential to significantly

NGG

raise company costs, reduce value and
so become a governance issue.

Our survey reflected a strong
understanding of this: 85% of all
respondents selected the ‘reputational
consequences’ of environmental
sustainability as a factor relevant

to governance and 81% considered
‘legislation or other political action’
to be relevant.

Where reputational risks materialise,
searching questions can arise that

link directly to traditional areas of
responsibility for company secretaries,
such as board composition, committee
oversight and the nature and effectiveness
of relevant policies — as has occurred in
the fall-out from the Facebook/Cambridge
Analytica scandal. The improper access and
misuse of data from millions of Facebook
users has led to fresh examination of

the company’s governance structure —

in which founder Mark Zuckerberg sits

as Chair and CEO, with ‘a stranglehold
over Facebook’s voting shares™> — and
subsequent proposals from investors for
reforms, including more independent
input at board level and the creation of

a data privacy oversight committee.>®

icsa.org.uk/nextgengov
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Once a social issue gains enough public
momentum, recent history suggests that
organisations will ultimately be held
responsible for their conduct in relation
to it. But how does that transition

come about? According to our survey,
company secretaries see a mixed picture
| of influencers.

The Expansion
of Governance
(continued)

Who is driving change?

Which external parties have the greatest influence
over the standards of behaviour in organisations?

Please rank (Graph shows answer ranked 1, i.e. most influential)

Generation Y/z I Established practitioners

The public 1%

(e.g. via social media or other feedback) 4%

Affected stakeholders (e.g. via representatives) 2

Traditional media (e.g. investigative journalism) 19%
Owners / investors / funders
(e.g. dialogue, voting or financial consequences) 49%

Regulators and industry bodies s

(e.g. accreditation or enforcement) 26%

0% 10% 20% 30% 40% 50%

24 September 2018

Overall, regulators came out on top as the
most influential external party in the eyes
of generation Y/Z, whereas established
practitioners saw owners, investors and
funders as holding the most sway. Perhaps
unsurprisingly, generation Y/Z respondents
viewed the public voice through social
media as more influential than established
practitioners who placed greater weight
on traditional media. Discussion in our
focus groups also highlighted concerns
about the potential for governance
developments to be too reactionary and

a worry that 24/7 news cycles and social

NGG

media sound-bites could sometimes distort
the nuances involved in understanding
and responding to the issues raised.
Twenty years ago, a company had perhaps
24 or 48 hours to prepare a press release
after some issue had been identified;
today it is probably not even 24 minutes.

Our survey reiterated this, but
indicated an interesting concern
that the stakeholder voice is being
drowned out by other commentators
with a weaker connection to the
organisations in question.

What would most improve the relationship between

organisations and the public?

Please choose one

Generation Y/z I Established practitioners

Changes to reporting

(e.g. rethinking the role, content and format of annual
reports, AGMs and other traditional methods of reporting)

Changes to control structures

(e.g. employee ownership, constitutional changes, reform
of the stewardship chain and/or demerger of complex
organisations)

Changes to stakeholder engagement

(e.g. greater emphasis at a senior level and more
transparency about the impact of engagement)

Changes to the law
(e.g. tougher sanctions for misconduct by individuals
and organisations)

|

15%

21%
20%

46%

41%

19%

24%

10% 20% 30% 40% 50%

icsa.org.uk/nextgengov
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Which external parties have the least influence over the

standards of behaviour in organisations?

Please rank (Graph shows answer ranked 5, i.e. least influential)

Generation Y/Z -

The public

(e.g. via social media or other feedback)

Affected stakeholders

(e.g.via representatives)

Traditional media
(e.g. investigative journalism)

Owners / investors / funders
(e.g. dialogue, voting or financial consequences)

Regulators and industry bodies
(e.g. accreditation or enforcement)

19%

17%

18%

8%

10%

7%

12%

Established practitioners

31%

38%

38%

0%

10%

20% 30% 40%

50%
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Better stakeholder engagement was
considered to be the most effective way
of improving the relationship between
organisations and the public and was

also ranked as one of the most important
elements of high-quality governance.
However, its influence was considered by
both age demographics to be relatively
low - in fact, generation Y/Z respondents
considered stakeholders to be the least
influential in reality, despite believing that
they were more appropriate influencers
than the media or public more generally.>’
Given the emphasis on stakeholder
engagement in current governance
developments, this is an area where many
organisations will be looking to improve;
ICSA and the Investment Association

have produced practical guidance — The
Stakeholder Voice in Board Decision
Making®® - to provide assistance.

These are complicated times. Whether due
to pressure from stakeholders, regulators,
owners or the public, organisations are
being expected to listen to a wider range
of voices on a broader spectrum of issues
than arguably ever before. It is worth
noting that there is a separate debate to
be had: about whether this should be the
direction of travel, and about managing
expectations of what governance can

NGG

achieve — questions that are outside the
scope of this current report. However

— like it or not - this is happening: our
discussions, survey findings and wider
research review all point towards rising
expectations of organisations, in part
driven by millennials. Whether these
higher expectations are followed by
more regulation is, to some extent, in the
hands of organisations themselves — how
successfully they adapt and communicate
in the face of social change.

icsa.org.uk/nextgengov
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Next steps

The next generation of company
secretaries and other governance
professionals see a stronger connection
between pervasive social issues and the
governance landscape of the future.

By steering their organisations to more
proactively engage with these issues,
they could help mitigate the increasing
tendency to resort to regulation and
reporting requirements as a means of
making organisations demonstrate that
they are paying attention.

The good news is that many of them feel
empowered to shape the governance
agenda in their organisations.

Participants in our focus groups stressed
the variety of ways in which company
secretaries exercise influence — from
having a granular impact on behaviour
and decision making right across the
organisation by drafting policies,
formulating meeting agendas and
conducting training; to relational bridge-
building as a result of being part of the
senior management team, and providing
support and advice to non-executive
directors, chairs, CEOs or other

relevant leaders.

The focus group participants also felt that
company secretaries had oversight of an
increasingly diverse range of areas,* that
these sometimes disparate responsibilities
held a common theme of ethics, and

that navigating them required greater
interpersonal and negotiation skills.

NGG

ICSA has recognised these trends, and a
number of changes have been made as

a result. These include the development
of a new competency framework, the
introduction of modules on Boardroom
Dynamics and Risk Management as part of
the new qualifying scheme syllabus, and a
new designation of Chartered Governance
Professional in recognition of the breadth
of roles undertaken by our qualified
members.

Whilst these steps go some way to
acknowledging the changing landscape
of governance, we believe there is more
that can be done, and this project has
highlighted three questions we hope to
help members consider within their
own organisations.

of all respondents to our survey
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agreed or strongly agreed with the statement;
‘| feel able to have a positive impact on
governance in my organisation’.

icsa.org.uk/nextgengov
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‘Is my organisation
paying attention to
relevant social issues?’

A range of potential issues have been
considered in this report, but these are
not exhaustive. Governance professionals
need to be able to understand the

shift in public sentiment, driven in part
by demographic changes, and think
laterally about how social issues might
intersect with more traditional aspects of
governance if they hope to proactively
identify areas that could become more
relevant — and regulated - in the future.

NGG

‘Are today’s procedures
and controls capable of
addressing tomorrow’s
challenges?”

As expectations change, the tools devised
to meet one type of governance challenge
may not be capable of addressing the
new spectrum of problems. This dilemma
was considered in more detail in our

first Future of Governance report by
Chris Hodge.®® Company secretaries

need to remember the business maxim
that ‘people don’t want a drill, they
want a hole’®’ — keeping the ultimate
objectives of governance firmly in mind,
but embracing the possibility that some
existing processes might be best replaced
altogether, rather than merely upgraded.
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‘How successfully are
we communicating
the ‘conscience’ of our
organisation?’

Participants in our focus groups defined
the role of the company secretary

as ‘the conscience of the company’.
Governance professionals are key players
when it comes to building trust within
organisations and with external parties.
However, higher expectations arguably
mean higher stakes for organisations —
there are more ways to fall short and be
perceived as untrustworthy.

So, whether in addressing current hot
topics like diversity, remuneration and
stakeholder engagement, or stepping

up to future challenges such as the
impact of technology and concerns about
environmental sustainability, organisations
need to care, act and communicate. It is
only by doing all three that organisations
can demonstrate that they meet the
standards expected of them, and remain
trustworthy as a consequence.

Governance professionals sit at the heart
of efforts to achieve this.

September 2018

Join us

Report author

NGG

As The Governance Institute, we want to
continue to equip company secretaries
and other governance professionals to
help their organisations navigate the
challenges ahead.

The Next Generation Governance project
aims to offer inspiration and space for
collaboration to emerging governance
leaders, helping you stay on the front-foot
in response to evolving expectations of
what governance is all about.

For more information, visit
icsa.org.uk/nextgengov

We look forward to working with you.

Liz Bradley is a policy manager (corporate)
at ICSA: The Governance Institute in

the UK. Her interest in governance has
developed from a legal background.
After graduating in 2010 with a First

and two prizes in Law with German

Law from Oxford University, she gained
commercial experience working in Bristol
before qualifying as a corporate solicitor
at Slaughter and May in the City. She
joined the ICSA policy team in 2016 and is
committed to exploring ways to improve
the relationship between institutions,
regulation and wider society.

icsa.org.uk/nextgengov
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Methodology

The survey was comprised of two context
questions (age bracket and sector/
organisation type) and 15 substantive
questions, with space for additional
comments - either integrated into
the question or in four standalone
commentary boxes. Questions were
presented in a range of formats —
including ranking questions, response
matrices (highly likely/likely, etc.),

and single response (‘please choose
one option’).

The selection of topics and framing of
questions were based on issues raised

in two focus groups that took place in
February 2018, and issues highlighted in
a research review conducted between
January and May 2018. The survey was
open for responses from 11 April 2018 -
11 May 2018.

Figures attributed to ‘all respondents’
include all available data from the 415
responses received, including those

from respondents falling outside of the
generation Y/Z or established practitioner
age brackets. Figures attributed to
‘generation Y/Z' include all available

data from the 22 respondents aged 18 to
25 and 116 respondents aged 26 to 35,
making a total of 138 respondents. Figures
attributed to ‘established practitioners’
include all available data from the 138
respondents aged 56 to 65. Questions
were skipped, so the total number of
responses for each question varies.

The report does not discuss every question
included in the survey, or every statistic
generated as a result. However, every
effort has been made to maintain the
integrity of the overall findings, whilst
highlighting the most significant results.
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recommendations, including for an Al

Code: parliament.uk/business/committees/
committees-a-z/lords-select/ai-committee/
news-parliament-2017/ai-report-published/
The UK government has also committed

to creating a Centre for Data Ethics and
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ICSA: The Governance Institute is the
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We have members in all sectors and are
required by our Royal Charter to lead
‘effective governance and efficient
administration of commerce, industry
and public affairs’. With over 125 years’
experience, we work with regulators and
policy makers to champion high standards
of governance and provide qualifications,
training and guidance.
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