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Corporate governance plays a major role for shaping trust between shareholders and 

management. Within corporate governance, the non-executive directors role is to pro-

vide executive-directors with knowledge and monitor them in behalf of shareholders. 

During the financial crisis, the involvement of the executive management is widely re-

searched in the academic arena, while the non-executive director is neglected. The im-

portance of non-executive directors is nowadays emphasized in several corporate go-

vernance codes in order to strenghten shareholders confidence.  

Four banks non-executive directors in the United Kingdom are investigated during the 

time period of 2005-2009, in order to oberve if different traits of the non-executive di-

rectors have any impact on bank performance. Four banks are seperated in two groups, 

where Barclays and HSBC is one group and Lloyds and RBS is another group. A reason 

for the separation is because Lloyds and RBS are government owned to some extent and 

performs worse between 2005-2009. The seperation makes it easier to identify differ-

ences in traits for the non-executive directors between the banks. Traits that this thesis 

will cover are examinations regarding board composition, financial industry expertise, 

board attendance, age and tenure, for the non-executive director.  

The result shows that some attributes of the non-executive director is hard to distinguish 

since they are similair between the banks. However, some traits are different and identi-

fiable between the banks and can have an impact on the banks performance during the 

financial crisis.   
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In today’s society corporate governance plays a major role for shaping trust between 

management and shareholders (Mallin, 2010). According to Organization for Economic 

Co-operation and Development (OECD), corporate governance is “a set of relationships 

between a company´s board, its shareholders and other stakeholders” (OECD, 2004 p 

11). It is essential to have a solid governance structure to eliminate future financial dis-

asters and scandals. Further it provides an essential tool to meet the company’s objec-

tive, transparency, accountability and internal control (Mallin, 2010). 

Agency theory is one of the most important theories within corporate governance and 

describes the dilemmas related to the separation of ownership and the control between 

the agent (management) and principal (owner) (Jensen and Meckling, 1976). Agency 

costs are a cost that occurs when principals monitor agents hence to avoid conflict of in-

terest. Agency theory relies on assumptions that managers acts in self-interest and tries 

to maximize their own wealth. One way to reduce conflict of interest and increase effi-

ciency is to have a well organized board composition (Roberts, McNulty & Stiles, 

2005).    

To sustain an efficient board structure there must be a mix between executive and non-

executive directors. Non-executive director’s primary role is to provide executives with 

knowledge but also to monitor them in behalf of the shareholders so that the informa-

tion asymmetry is reduced. Creating more accountability within the boardroom will in-

crease performance (Roberts et al., 2005).  

There is little consensus of how the board composition and the role of non-executive di-

rectors differ within the banking sector during the financial crisis. In the United King-

dom, several banks had a major downturn from the spillover from the US sub-primes 

loans, effecting stock prices negatively (Hall, 2008). Many experts and analysts have 

précised ideas how the crises emerged and how to prevent future crisis. However, there 

is few empirical evidence and articles describing the non-executive director’s role dur-

ing and after the financial crisis. Therefore it is interesting to examine how the banks 

non-executive directors performed under these difficult circumstances. The banking sec-



tor is the back bone of the economic system and a key element in the payment system 

(De Andres and Vallelado, 2008).  

 

Chapter 2 Chapter 2 contains the method and describes how the procedure of data 

and information is collected in the different stages. 

Chapter 3 Chapter 3 provides the literature review that contains prior research with-

in the subject. 

Chapter 4 Chapter 4 shows the empirical findings and comprehends of material that 

is gathered for each of the banks. Examinations regarding the non-

executive directors attribute are made from 2005-2009. 

Chapter 5 Chapter 5 is embraced of the analysis and contains examinations and 

cross examinations of the bank’s non-executive directors. The literature 

review and the empirical findings are the ground for the analysis. 

Chapter 6 Chapter 6 incorporates the conclusion which completes the work of the 

thesis and fulfills the purpose. 

 

The purpose of this thesis is to examine the non-executive directors within the banking 

sector in the United Kingdom (UK) and further study if their responsibilities and traits 

had any significant impact on the banks performance during the financial crisis. The 

chosen banks are Barclays plc (Barclays), Lloyds Banking Group plc (Lloyds), Royal 

Bank of Scotland Group plc (RBS) and the Hongkong and Shanghai Banking Corpora-

tion Holdings plc (HSBC) for this case study. 

 

In order to fulfill the research purpose, several questions are examined in this thesis. 

 Have the non-executive directors the financial experience to manage the risk 

factors within the banking sector? 

 Have the non-executive directors attended the available board meetings to obtain 

relevant information to make rational decision-makings? 

 Are non-executive directors really independent? 



 Do a majority of non-executive directors in the board reflect a positive or nega-

tive effect on bank performance? 

 Is tenure a factor that can affect the performance of non-executive directors? 

 Is age an aspect that influences the non-executive directors’ performance?   

 

The study is limited in order to make comparisons between four selected banks that are 

listed in the London stock market. Our focus will be on the non-executive director with-

in the time period of 2005-2009.  

We have limited the time period from 2005-2009 to be able to see the downturn and 

upswings in the performance of the different banks. Important to note is that the infor-

mation about the non-executive director is collected from the annual reports from re-

spectively company investigated and therefore the data is not from an independent 

source. However, the annual reports are audited by large accounting firms such as 

Ernst&Young and PwC and even though this is not completely reliable information, we 

assume that the presented data is accurate. 

Another limitation for our study can be that four banks is not a large enough sample to 

statistically ensure our findings. However, four banks can be enough to indicate if there 

are any important factors and traits that make non-executive directors productive or not.  

Further, since non-executive directors only devote a time commitment between 15-30 

days a year, it is sometimes challenging to see strong connections how they affect the 

performances of the banks.  



 

 

Several articles suggest that non-executive directors’ affection on firm performances 

cannot be identified applying quantitative measurements (Klein, 1998) (Bhagat & 

Black, 2000). However, in a recent case study report that is conducted on six banks 

from the US performed by Nestor advisors (2009), they present tendencies that non-

executive director’s traits matter in terms of firm performance and that they can be iden-

tified. In their study, they compare attributes of non executive directors in investment 

banks in Wall Street that survive and banks that are bankrupt during the financial crisis. 

Drawing from this case study, the impact of non-executive directors in four UK banks 

across a five year time period applying similar data that is used in a United States (US) 

case study is examined. The reason for the choice of four banks is to make comparisons 

between the banks non-executive directors. The findings from the US case study make 

it interesting to investigate if the affect of non-executive directors in the US is similar or 

different for the major banks in UK, during the financial crisis.  

The research focus is in the timeline right before, during and after the financial crisis. 

During difficult circumstances it is easier to detect strength and weaknesses within 

banks and that is the reason for the choice to investigate the non-executive directors in 

four selected banks on the time period of 2005-2009.  

Clear distinctions are made between the banks in order to separate them in two different 

groups. One group consists of Barclays and HSBC and the other group consist of 

Lloyds and RBS. The reason for the separation of these two groups is that RBS and 

Lloyds are acquired by the government with 83 and 43.4 percent respectively (Lloyds, 

2011c) (RBS, 2011b). In contrast, Barclays and HSBC are not acquired by the UK gov-

ernment, which imply that they are financed by their own equity throughout the finan-

cial crisis. This emphasizes that RBS and Lloyds perform worse than Barclays and 

HSBC from 2005-2009. Further, this separation makes it easier to compare the two 

groups and to see if there are any relationship with the traits of non-executive directors 

and the performance of the banks.  

The research is focused on the UK banking sector. The choice of one specific country is 

that the legal environment is identical for the banks applying the same laws and corpo-



rate governance codes. Another reason for applying banks from one country is to ex-

clude external aspects such as different cultural, social and economic factors from our 

research in order to get a similar environment for comparisons. 

Important to note is that the field of research of non-executive directors are not widely 

researched in the academic arena due to the lack of evidence. Additionally, this can de-

pend on that research relating to firm performances and directors usually focus on Chief 

Executive Officer (CEO) and the executive directors, and not on the non-executive di-

rectors. The corporate governance reports have in the past time stressed the importance 

of the non-executive directors. For instance, nowadays the non-executive directors have 

its place in several corporate governance codes which shows that the attention is in-

creased for the attributes of the non-executive directors. To summarize the choice of 

topic, the interest and the development of the non-executive directors’ influence in cor-

porate governance codes and the limited research caught our attention and are the main 

reasons for the selection of non-executive directors.  

 

 

In this thesis a descriptive approach is used, where mostly qualitative, but also quantita-

tive data is applied. A qualitative descriptive research method is based on a ground 

theory, where the researcher is close to the sampling data collection. The process of the 

empirical findings is a qualitative data collection method. But in the analysis, a quantita-

tive descriptive method is applied since the pre-selected data is examined and compared 

in order to draw conclusions (Sandelowski, 2000).  

Additionally, the research is closely related to the philosophy of social research and 

epistemological assumptions. Researchers in this field make assumptions about, Lewis-

Beck, Bryman and Liao states “the kinds of things that exist in the world and how we 

can gain knowledge of them” (qtd. In Booth and Harrington 262). By understanding the 

nature of different aspects of a problem, i.e. it’s for and against arguments, the research-

er is able to critically evaluate the research question and justify its own position.        

 

To fulfill the purpose of a case study, the researcher should define the unit of analysis, 

recognize the criteria for choosing and testing different candidates and select the data. In 



order to fulfill these criteria there must in advance, be a well developed theoretical con-

cept (Yin, 2003). 

Case studies are characterized of combined data collection methods based on archives, 

qualitative and/or quantitative data. The data collection can be used either separately or 

combined (Yin, 2003). Qualitative data is collected through financial reports and gover-

nance reports from each of the four UK banks in a time period from 2005-2009.  

A linear-analytic structure is used in the case study. It means that the thesis begins with 

issue/problem being studied and a review of relevant prior literature. It then covers the 

method used, the findings from the data collected and the analysis, and the conclusions 

and implication from the findings. The advantage with this type of case study is that it is 

comfortable to most investigators and is probably the most comfortable way for thesis 

writing, since the structure is clear and therefore easy to follow (Yin, 2003).  

 

There are two different types of case studies that can be approached which are single 

and multiple case studies. A single case study is when a single case is examined with a 

sampling logic. Sampling logic is different types of analysis within the same subject or 

organization, which conclusions can be drawn from. A single case study is approached 

to confirm or question a theory or to show a specific case which are unique or of ex-

treme case scenario. Single case studies are ideal in situations where an observer has 

access to information or phenomena which has prior been unapproachable. The struc-

ture of a single case study and the data collection must be smooth in order to avoid mi-

sinterpretation of information hence provide validly and reliability of evidence to the re-

searcher (Yin, 2003).  

Multiple case studies should be approached when multiple subjects are examined. It 

should follow a replication logic which means that the gathered data is analyzed in the 

same proceedings for the different subjects in order to get an unbiased result. However, 

the data can be of different kinds of sources to get a broader perspective of the subject. 

Case study is identified through theory and not populations (Yin, 2003).  

In this thesis, a multiple case study is applied with an embedded design. This means that 

a multiple case study is approached together with many levels of analysis within the 

case study (Yin, 2003). The analysis and examinations is constructed via annual reports 



from the time period of 2005-2009. There are cross examinations from qualitative data 

obtained from annual reports to gather evidence for the research questions. Qualitative 

data such as age, board composition, gender, and tenure is investigated on the non-

executive directors through the time period of 2005-2009 in the four different banks in 

the UK.  

The reason for selecting these qualitative measurements is that these procedures are un-

biased and difficult for companies to manipulate. With unbiased procedures, there are a 

very limited risk that banks try to manipulate data, for example in age and tenure. It is 

of importance to have these qualitative data for achieving a replication logic data with 

an embedded design throughout the banks. Other traits that are examined are frequency 

of meetings, board composition and financial industry expertise. The proceedings of 

these attributes are shown in the empirical introduction.  

 

The literature within the subject of case studies is limited in numbers when comparing 

to other research types. Yin (2003) argues that there are some limitations when applying 

a case study. One limitation is that there are too few cases to provide a statistical se-

cured result.  

Case studies are often criticized for not being enough scientific, since they do “not 

evolve testable generalizations” (Solberg, Søilen and Huber, 2006). The areas that are 

studied in case studies are often too narrow to draw general conclusions on a scientific 

basis. However, case studies can bring preliminary categories and variables that can be 

tested statistically.  

 

Holme and Solvang (1991) argue that there exist two types of data, which is primary 

and secondary data, when applying a research. Primary data is collected for a specific 

purpose and is therefore related to research surveys and interviews. Secondary data con-

sists of annual reports and is often characterized as more unbiased information source. 

Secondary data is published data that exists in the research field. Example of secondary 

data is scientific researches and newspaper articles. In this case study, secondary data 

and annual reports is used. The Bank’s annual reports are the main sources for this 

study and are used to gather information regarding the non-executive directors.  



 

 

According to Shleifer and Vishny (1997), the most important factor of corporate gover-

nance is the assurance of high amounts of capital raised to firms. They describe the cor-

porate governance mechanism as economic and legal institutions that can be altered 

through political processes which can be positive (Shleifer et al., 1997). Due to the lack 

of adequacy of financial control, accountability and the miss contempt over director sal-

aries (Lannoo, 1999), the first corporate governance report in Europe is released, which 

is the Cadbury report (1992). One essential issue of efficient corporate governance is the 

investor protection, via enforcement by regulations and laws (La Porta et al., 2000).    

Empirically, protected investors (shareholders) are associated with efficient corporate 

governance and this is reflected in the valuable and extensive financial markets, spread 

ownership of shares and an efficient allocation of capital, according to La Porta et al. 

(2000). 

 

Corporate governance is an essential tool to ensure that the company is steward in an ef-

ficient manner to maximize shareholder and/or stakeholder value (Roberts, 2004). The 

European Union (EU) emphasizes the importance of strengthening the shareholder and 

stakeholder rights to increase the efficiency and competiveness of the European busi-

nesses (EU, 2004). The principles regarding corporate governance rely on soft regula-

tion in the UK following the principle of comply or explain. The comply or explain 

means that if a company do not comply with the corporate governance codes, they need 

to explain the reason for not complying with the code. The importance of the non-

executive directors is more emphasized in corporate governance and governance refor-

mers hopes they will bring greater transparency, accountability and efficiency to the 

corporate governance (Aguilera, 2005).  

 

The European system of corporate governance differs from the US and is typically cha-

racterized with an apparent separation of responsibilities between the management and 

the administrative board, but the legal responsibilities, to run the company in the best 

interest of the owners, should be equal (Higgs, 2003). 



 

From the regulatory perspective, a higher degree of regulation reflects the need of safe 

and sound financial institutions (Adams and Mehran, 2003). The board size on larger 

banks is usually greater than for manufacturing company boards since subsidiary bank 

board directors are usually included. A subsidiary bank board member is a changing 

factor on the operational structure in the governance structure in the banks. Another rea-

son why banks have large board size is due to their complex organizational structure, 

with many potentially subsidiary banks but also that the banks are heavily regulated. 

Therefore banks tend to have more board meetings than for example a manufacturing 

company (Adams et al., 2003).   

The attention that banks receive in corporate governance concerns its relationship and 

role in other companies, where little attention is highlighted to the banks itself in regard 

to corporate governance. There are several issues within corporate governance in banks, 

both for managers and regulators but also for investors and depositors. The rapid tech-

nology changes and increase in sophisticated tools have increased the difficulties for 

traditional regulators and supervisors (Macey & O`Hara, 2003).  

Banks have a different capital structure than other companies. Firstly, banks in general 

tend to have less equity than other types of firms. Secondly, their liabilities are within 

deposits that are available to both creditors and depositors (Macey et al., 2003).  

One issue with the banks liquidity production is that a bank can only hold a fraction of 

the deposits in reserve for a specific time and therefore the available funds are not suffi-

cient. This mismatch in funds can create problem in terms of bank runs and different 

regulatory treatment of banks compared to other companies. One issue with the differ-

ent regulatory treatment is that insured banks engage in excessive risk taking (Macey et 

al., 2003). With a fixed deposit insurance system, the banks have the possibility to bor-

row capital at a risk-free-rate by issuing insured bonds and thereby investing in more 

risky assets to yield higher returns. A bank therefore holds less capital and holds the as-

set risk constant and with less capital the incentives increase to invest in more risky as-

sets. The lower equity in the bank can increase the risk of bank failure (Keeley, 1990).  

The financial market has changed into a global market, it is now larger and more liquid 

(Aguilera, 2005). The banking sector has a major function of the economic system and 



is a key element in the payment system, and therefore has more intensive regulation (De 

Andres and Vallelado, 2008). Corporate governance in the banking sector is complex 

and unique in its structure and due to the complexity it is difficult for stakeholders to 

monitor the banks (De Andres et al., 2008).  

 

When the separation of ownership and control is separated the problem associated with 

the agency problem arise (Berle and Means, 1932). The Agency problem describes the 

dilemmas related to the separation of ownership and the control between the agent 

(management) and principal (owner) (Jensen and Meckling, 1976) 

Jensen and Meckling (1976) propose that when individuals enter the business their be-

havior is self-seeking, opportunistic and tries to value maximize their own wealth. 

Therefore it must be an internal governance structure that provides common incentives 

for the investors and the corporate management. Another factor that can reduce the 

agency dilemma is to have incentive schemes to align the interest of agent and princip-

als.    

DaBalt, Davidsson and Xie (2002) argue that management can try to manipulate the fi-

nancial earnings to increase their wealth which may be a potential agency problem. 

Non-executive director can be a solution for shareholders to reduce this type of agency 

problem.  

Close relationship with non-executive directors and managers can lead to conflict of in-

terest in the different committees. Therefore the non-executive directors are present in 

committees where the conflict of interest is high, such as in audit and remuneration 

committees (Roberts, McNulty, and Stiles, 2005) 

Agency theory accentuates the importance of control. Control can be achieved via con-

tract, stating clear expectations with specified rewards and sanctions. However, ste-

wardship theory indicates the need for collaboration. According to McNulty et al. 

(2005), non-executive directors conflicting role between agency and stewardship theory 

are caught between them since there is a need to satisfy the will of shareholders and 

managers in both perspectives. According to the stewardship theory, the executive di-

rectors will act in the best interest of the organization and its goals, since they are moti-

vated to act in the best interest of the principals (Donaldson and Davis, 1991). Agency 



theory assumes that non-executive directors can increase the effectiveness of disclosure 

regarding financial performance and decrease the risk of takeover through monitoring. 

With clear expectations the non-executive directors can via reward and sanctions in-

crease effectiveness of the board. The reason for having clear expectations is to align 

the self interest to achieve a company´s objective (McNulty et al., 2005).    

Aguilera (2005) criticizes that the agency theory assumes that there are principals and 

agents that have common interests, as fraction. There are several fractions within prin-

ciples and agents who have different and conflicting interests.  

 

Fama (1980) from a United States perspective clarifies that the board of directors plays 

a major part in the fundamental internal control mechanism for monitoring managers. 

He implies that there is an additional need for non-executive directors to monitor man-

agers when the executive ownership is low and emphasize the importance of having 

non-executive directors in the company. In his concluding remarks, he suggests that 

non-executive directors also provide more voluntary disclosure. 

Forbes and Milliken (1999) emphasize on the social-psychological factors that compa-

nies must obtain for strengthening the board. Some of the factors for achieving an effi-

cient board include the interrelation between the board members, the disclosure, trade of 

information and the efficacy of performing the specific tasks. These factors are central 

in order to achieve higher firm performance. 

Stiles and Taylor (2001) describe the board as “the link between the shareholders of the 

firm and the management entrusted with undertaking the day-to-day operations of the 

organization”.   

According to Higgs (2003), the board´s primary responsibility is to promote the compa-

ny to achievements by leading and directing the company´s business. The board is rec-

ommended to be in a suitable size composition and half of the board members should at 

minimum consist of non-executive directors. A board will provide essential mix of lea-

dership skills to be able to deal and manage different type of risks that can arise in the 

company. A non-executive director brings wider experiences and will increase the ef-

fectiveness in the boardroom. The board also sets the strategic objectives that needs to 

be achieved and should have the right amount of financial and human resources. 



 

Most companies have between six to 24 board members in the US (Yermack, 1996).

Size is an important factor that can facilitate the decision-makings that occurs in the 

boardroom. A study from Higgs (2003) shows that the average board size is seven in 

UK listed companies in 2002 including three members each of non-executive and ex-

ecutive directors together with one chairman. An optimal size of a board differs depend-

ing on type of industry and company. It is challenging to indicate an optimal number of 

board members, since companies operate in different segments and have different ways 

of handling business. An efficient board should provide the right mix of stability and 

expertise to be able to handle the requirements of the business (Higgs, 2003).

 

A research by Klein (1998) implies in deeper meaning that even if a majority of non-

executive directors are members of the nomination, audit and remuneration committee, 

it will have a weak relation and be difficult to relate it to enhanced company perfor-

mance (Klein, 1998). 

Bhagat and Black (2000) clarify that there is no proof of significant relationship be-

tween board independence and firm performance. Nolan (2005) means that there is no 

significant relationship between board of directors and performance. He further states 

that there are many research’s confirming feeble connections that dominance of non-

executive director in the committee´s provides evidence for a stronger firm perfor-

mance. Nolan (2005) criticizes the Higgs review (2003) for not elucidating how the 

non-executive directors should anticipate and means that the role of non-executive di-

rector is ambiguous. 

 

The Chairman has fundamental roles in the boardroom and shall provide a ground for 

trust and accountability for the directors. The chairman must show leadership in the 

boardroom and be a good intermediate between the non-executive and executive direc-

tors and has to maintain effective communication with shareholders (Higgs, 2003). 

(McNulty et al., 2003) support the view that chairman can create the condition for the 

non-executive director to be effective.  



The Chairman and the CEO has separated roles to reduce the power of the CEO. The 

companies that have switched to dual leadership have a better long-term performance 

(Brickley, Coles & Jarrell, 1997).  They conclude that there is little evidence that the se-

paration of the two roles will improve firm performance. 

Higgs (2003) suggests that the chairman and the CEO should have separated roles. The 

separated roles already have high compliance from the Cadbury report (1992) and in a 

research study, around 90 percent of UK listed companies have separated the roles of 

chairman and CEO (Higgs, 2003). 

The chairman must be well versed, skilled, and a reliant collaborator in order to have ef-

fective communication with the CEO. There should not be any hinder if certain ques-

tions rise to the CEO via the non-executive director. The main goal is that the board 

should be efficient with an environment of trust and shared respect and that is a chair-

man´s primary responsibility to achieve (Higgs, 2003). 

A complementary relationship between CEO and chairman is vital to provide a founda-

tion for the non-executive director work. The chairman´s core responsibility is to guide 

and direct the board members but also to be involved in the strategic decisions of the 

company. The chairman creates the conditions for the non-executive director to be effi-

cient (McNulty et al., 2005). 

 

The non-executive directors primary role is to be active in the involvement of a compa-

ny´s strategy. Further, the non-executive director has to observe the vital performances 

of reporting. Both the Cadbury (1992) and the Hampel (1998) report suggest that ten-

sion can rise between the monitoring and strategy element. If the non-executive director 

focuses too much on the strategy element, there might be a risk that the non-executive 

director evolves a close relationship to the executive management, which can undermine 

the trust and accountability from shareholders that yearn for board efficiency (Higgs, 

2003).  

An important element if a non-executive director will be able to contribute efficiently 

depends on the structure of the unitary board. There must be signs of mutual trust and 

respect in the boardroom between executives and non-executive directors and they 

should according to Higgs (2003), be treated with same legal responsibilities to work in 



the best interest for the company. The non-executive director is not supposed to provide 

detailed information to the CEO but instead provide information via the chairman to en-

hance independency. Also, the non-executive directors should not be involved in the 

day-to-day operations which are the responsibilities of the CEO (Higgs, 2003). 

The non-executive director shall have characteristics and experience to be able to man-

age their tasks. They need to have the right financial industry expertise to be able to 

monitor and be involved in the company´s strategic performance. For instance, they 

must be well informed by the business and have the right personal attributes. Skills such 

as intelligence and be able to debate constructively is fundamental for the non-executive 

director. The main purpose is to have the right understanding of the company to gain 

trustworthiness in the boardroom and to reduce the gap in knowledge between the ex-

ecutives and non-executive director (Higgs, 2003). 

Other vital factors that an effective and financial industry expertise non-executive direc-

tor should have are a high ethical standard and ability to make sound judgment. They 

are recommended to show high moral behavior towards the business and the society and 

should be able to assess different circumstances and draw sound conclusions from it 

(Higgs, 2003).     

In an exploratory research that contains 40 in-depth interviews, Nolan (2005) illustrates 

that there are no significant evidence of tensions between the monitoring and strategic 

elements as the Cadbury report (1992) and the Hampel report (1998) claim.  He con-

cludes that the report has diminutive relation for both actual conditions and effective-

ness of non executive directors. Nolan (2005) criticizes the Higgs report (2003) and ar-

gues that a non-executive director should not have strong influence in strategic issues 

and in the management decisions. The effectiveness of the non-executive director in-

volved in the strategic issues will decrease if too much focus is laid on the management 

issues. Nolan (2005) suggests that this will undermine the monitoring role of non-

executive practice which he believes is of fundamental importance. However, even with 

Nolan criticizing the Higgs report (2003), the combined code (2003) implements the 

recommendations by Higgs (2003).  

With a more focused role on monitoring for the non-executive director, they will avoid 

conflict of interest. In contrast, if the non-executive director obtains too much influence, 



it can resolve to negative effects on executive directors. The executive director within 

the board should have more influence in the corporate strategy and the non-executive 

director should only interfere if necessary (Nolan, 2005).  

One important aspect of the advisory role for the non-executive directors is to be able to 

discuss and question decisions of the executive directors. This will result in more consi-

dered decision makings hence to discover limitations. These circumstances describe the 

environment of a maximalist culture where deep conversations occur between the non-

executive directors and the management board (McNulty et al., 2005).    

Treadwell (2006) states that a non-executive director has many different responsibilities 

such as shareholder representation, ethical management, remuneration packages and 

sound management of the business. He means that these expectations for the non-

executive director are clearly ridiculous, in relation to their time commitment.  

 

To bring extensive experience in the boardroom and the willingness to confront, raise 

question and to verbalize, is some of the attributes that an independent non-executive 

director should have (Higgs, 2003). 

The high involvement of non-executive directors in the boardroom is emphasized inter-

nationally in different corporate governance codes. The US Sarbanes-Oxley Act claims 

that all member of an audit committee must be independent. In contrast, the Bouton re-

port of corporate governance in France suggests that at least half of the members of the 

board should consist of non-executive directors (Higgs, 2003). 

This does not necessary mean that non-executive directors that have any existing con-

nection or earlier association with the company can have position on the board, but they 

must be taken with serious conscious and can potentially be additional supplement to 

the mandatory proportion. Measuring the degree of independence is a difficult judgment 

to make for the board. There are particular attributes and behaviors that a non-executive 

director must have for achieving independency in the board. Judgments for independen-

cy includes that a non-executive director should not: 

 Have any close family bonds with the company´s directors, advisors or supe-

rior employees 



 Be present as an institutional shareholder 

 Be a board member for more than 10 years 

 Have worked in the company earlier in the career 

 Have any prior connections with the business  

 Be associated with the firm´s pension scheme, performance related pay op-

tions, or receive added remuneration 

A company should disclose information about the non-executive director’s profile and 

state the reasons why this director is independent (Higgs, 2003).  

Through the appointment process for the non-executive director, roughly 50 percent of 

the non-executive directors interviewed receive their jobs via mutual friendship or rela-

tives. Further, merely 4 percent receive their jobs via formal interview and only one 

percent receives the job via advertisement. This form of recruitment shows a biased ap-

pointment process and can lead to an excessively familiar environment and hence re-

duce the objective of independency (Higgs, 2003). 

Non-Executive director serves for a limited time period to avoid conflict of interest 

hence to prevent a too close relationship with executive management. Close relationship 

with top management may have a negative effect and thereby weaken their monitoring 

role. Nolan (2005) suggests that non-executive director themselves will be ineffective if 

not evaluated and checked over time. In addition, companies should consider recruiting 

non-executive directors with an international background. This will increase the effi-

ciency and knowledge spread within the boardroom.  

 

The non-executive director should be well informed upon appointment and therefore 

Higgs (2003) recommend the significance of having customized induction to make sure 

that they can provide accurate inputs to the business. He explored that approximately 25 

percent of non-executive directors obtain an induction or a formal dialogue upon meet-

ing. He emphasizes the importance of attending business events and different locations 

as an important tool for developing skills and knowledge for the non-executive director. 

The research also shows that the non-executive director have lack of knowledge when 

entering the company´s business. An effective board must have the right expertise and 

skills to provide useful resources in order to make any impacts for the board. To prepare 



a non-executive director is time consuming but will improve the effectiveness in the 

business (Higgs 2003).  

In contrast, a non-executive director should appraise their own performance so that a 

company can make board evaluations and hence increase board efficiency. By imple-

menting a performance evaluation in the business, it gives the chairman confidence and 

will indicate strength and weaknesses within the boardroom. He recommends that the 

board should be appraised at least once a year and subsequently disclosed in the annual 

report. According to Higgs (2003), 2/3 of boards make board evaluations, however, 3/4 

of non-executive directors and more than 1/2 of the chairman within the board have in-

dividual performance reviews.  

It is essential that the non-executive director attends several events when entering the 

business. To gain knowledge about the corporation and to be more informed, the non-

executive director is recommended to be involved in social activities and company 

events. The involvement of the non-executive director will increase trustworthiness and 

reliability in the boardroom (McNulty et al., 2005).    

Vafeas (1999) examines the connection between board meeting frequency and firm per-

formance and finds both positive and negative relationships.  The frequency of meetings 

is associated as an inexpensive way to increase firm value, where the potential benefits 

are a greater time commitment for the directors to discuss, set strategies and monitor  

Regular meetings can potentially be negatively correlated with firm performance. Costs 

that can occur when there are regular meetings include travel expenses, time commit-

ment of management, and the directors meeting fees. In alignment with Vafeas (1999), 

McNulty et al. (2005) stress the significance of meetings in a regular basis.  

Ravina and Sapienza (2009) imply that upon arrival a non-executive director has limited 

information compare to an executive director and therefore it can affect the monitoring 

negatively. However, in circumstances where companies are better managed, they are 

more informed. One condition that strengthens this argument is that non-executive di-

rectors that sit on large boards tends to do better in an open market purchases due to 

higher proportion of non-executive directors and information flow. Non-executive di-

rector that attends meetings more regularly tends to be better informed and this tends to 

show higher profits on company stock. Finding from Ravina and Sapienza (2009) also 



show that independent directors are well informed regardless on the economic condi-

tions. 

 

Higgs (2003) study shows that an average tenure for the non-executive director is 4.6 

years. He suggests that a non-executive director should not serve less than three years in 

the company due to the extensive learning curve. In contrast, the non executive directors 

are not recommended to have a seat in the board for more than six years, but propose a 

three-year time period and there after re-election if appropriated (Higgs, 2003). 

A non-executive director must devote sufficient time and efforts to the company. He 

emphasizes that a usual time range for a non-executive director devoting to a company 

is between 15-30 days a year. It is crucial that they have the necessary time to be able to 

meet the demands set by the board. They can have obligations that must according to 

Higgs (2003), be disclosed in the annual report. 

The time needed should be examined by the nomination committee every year to be 

able to observe the time commitment in relation to the performance dedicated by the 

non-executive director. In his explorative research, he finds that fewer than 25 percent 

of non-executive directors in UK listed companies have another profession in another 

company (Higgs, 2003). 

 

There are several factors for the choice of age and in corporate governance codes, age is 

not a question that is raised (Nestor advisors, 2009). Further, ageing board members can 

lead to an increase in risk. The potential risk factors may be that the non-executive di-

rectors are less aware of business challenges. An older board member has lower sensi-

tivity for its professional reputation and future employment when close to retirement. 

However, a high age can bring wider experience to the board hence provide more un-

derstanding to handle and cope with different challenges (Nestor advisors, 2009). 

 

 

According to the Financial Reporting Council (FRC) (2010) Responsibilities for the au-

dit committee are to monitor the integrity and reviewing the financial performance and 



its financial statements. The company might have a separate risk committee but if not 

they should monitor and review the company´s internal audit function, internal control 

and management systems. All issues concerning the external auditor such as appoint-

ment, removal, reviewing is core responsibilities for the audit committee.  

To further relate this, the audit committee is recommended to review the arrangement 

concerning how the personnel, in a confidential way can raise issues of improprieties 

regarding the financial reporting or other issues (FRC, 2010).   

In February 2002, the Secretary of State for Trade and the Chancellor stress the impor-

tance of a strengthen audit committee. It was a necessity that the committee will ensure 

non-audit services and suggestions for the shareholder upon appointment for auditors 

(Higgs, 2003).        

Sir Robert Smith (2002) highlights numerous essential guidelines for an efficient audit 

committee. In his exploratory research, Smith (2002) argues that the audit committee 

should embrace of at least three members, where one of the members must encompass 

the proper financial industry expertise. Further qualities for a competent audit commit-

tee include monitoring on financial statements, dealing and managing of financial risks, 

internal control and audit function (Smith, 2002). The audit committee ought to guide 

the board with conditions regarding the appointment of external auditor hence be able to 

observe them (Smith, 2002).     

With a higher proportion of non-executive director in the board composition the risk of 

manipulation of earnings decreases. The monitoring effect may be improved if the non-

executive director has financial knowledge. DaBalt et al. (2002) focus on the audit 

committee that consists of bank members which will lead to a lower incentive for earn-

ings management. If management are driven by self interest and have incentives in fi-

nancial performance, there may be higher risk for earnings management. Other factors 

that reduce the risk for earnings management is the frequency of meeting between the 

board and the audit committee (DaBalt et al., 2002). 

The presence of non-executive director in the audit committee was required before the 

financial scandals involving Enron and WorldCom. The occurrence of non-executive di-

rectors in the audit committee has diminutive effect on misconduct and deception. For 



instance, Enron have on paper a solid audit committee including KPMG but still man-

ages to manipulate financial results (DaBalt et al., 2002) (Aguilera, 2005).       

According to Bank of International Settlements (BIS) (2010), for large and international 

banks, there are requirements to have an audit committee or equivalent, which should 

consist of a sufficient number of non-executive directors (BIS, 2010).  Sufficient num-

ber is at a minimum a majority of the board members consisting of non-executive direc-

tors (BIS, 2006). The audit committee is under normal circumstances responsible for the 

banks financial reporting processes and to provide a clear overview of internal and ex-

ternal auditor (BIS, 2010) and therefore it is important that members of the audit com-

mittee understand the bank´s risk management governance.  Issues concerning auditor’s 

appointment, compensation and dismissal are responsibilities for the committee as well 

as finding and recommend suitable candidates and recommendations to the board and 

shareholders for approval. Processes of frequency and size of audit reports are decided 

by the audit committee, but also control that management comply to laws and regula-

tions, control of weakness, non-compliance with company policies and that risk parame-

ters set by the boards are followed and other problem founded by auditors are fixed 

(BIS, 2006).   

The audit committee should compose of members with relevant knowledge and as a 

constellation have a balance of skills and experts (BIS, 2010) in financial reporting, ac-

counting or auditing (BIS, 2006).   

It is important that external audits are of high quality and follow ethical standards since 

it is a significant element of enhancing market confidence. The financial crisis shows 

the importance of auditor’s role in shaping the financial reporting practices (BIS, 2008).    

 

The remuneration committee is recommended to have at least three non-executive direc-

tors and in smaller companies two non-executive directors. The remuneration commit-

tee ought to set the levels of remuneration as it will attract, retain and motivate the di-

rectors to perform. However, it should avoid paying more than necessary for its purpose 

(FRC, 2010).   



A considerable proportion of executive directors compensation should be linked to both 

the company and individual performance. The remuneration committee is recommended 

to be designed to support the long-term purpose of the company. It should also compare 

the remuneration with companies with similar size and industry. The committee should 

for the non-executive director reflect the time commitment and responsibility within 

their role (FRC, 2010). 

Remuneration for non-executive director should not include share option or similar 

types of compensation. One issue is to avoid compensating poor performances and 

therefore reduce remuneration for departed directors with poor performance. To avoid 

conflict of interest, no executive directors or non-executive directors is recommended 

set their own remuneration (FRC, 2010).  

The majority of the companies listed on FTSE 100 have a remuneration committee. The 

Remuneration committee must have close engagements with the nomination committee 

in order to design fair and apposite remunerations for the chairman, senior independent 

director and the directors (Higgs, 2003). The most involved members of the design and 

operations of the compensation packages or members of remuneration packages should 

be independent, while the board are responsible for how the overall design and opera-

tions of how the compensation packages is designed for the bank (BIS, 2010)     

Higgs (2003) shows that the average remuneration for the non-executive directors is 

£44,000 and £426,000 for the chairman in FTSE 100. Within the research field, Tread-

well (2006) explores that the non-executive director must be paid upon the expectations 

and influence they devote to the company, where the average fee for the non-executive 

director is 20-30000 pounds per annum. 

According to Higgs (2003), the salary for the non-executive director is low for the per-

formance and time they devote to the company. He states that there must be a balance 

for the remuneration packages for the non-executive director. Too much pay will lead to 

a prejudice of independence, while too low pay will mean a lower attraction for high-

quality independent directors to the business. There must be a steadiness, meaning that 

the time, effort, involvedness and influence devoted should be reflected upon the remu-

neration (Higgs, 2003). The role for the non-executive director is fundamental and in-

creasing over time and they ought to have substantial knowledge about compensation 



packages and the risk involved from such arrangements. The compensation is recom-

mended to be aligned with the banks measure of risk management of how the outcome 

of the compensation packages can affect the risk profile of the company (BIS 2010).  

The non-executive director should not hold stock options unless approval of shareholder 

is submitted. Accordingly, shareholder approval is recommended to be given in advance 

and held at least one year after the non-executive director departs from the board 

(Higgs, 2003). 

During resignation, if the non-executive director has any doubts on current board issues 

or how the business is performing, the questions should be raised and resolved within 

the boardroom. Upon a resignation, a non-executive director is recommended to write a 

statement to the chairman containing the reasons for resigning (Higgs, 2003).   

Frydman & Jenter (2010) imply that the attendance of non-executive directors on the 

remuneration committee has no affect upon the compensation packages for CEO. They 

recognize the boost in top-management pay for boards in larger businesses and claims 

that CEOs- remuneration packages has grown larger than other executives within the 

board. 

 

The nomination committee should evaluate the current balance of skills, experience and 

knowledge within the board in order to find new competent board members who should 

complement the existing board members. The nomination committee should consist of a 

majority of independent non-executive directors (FRC, 2010).  

In Higgs (2003) review, there are signs that almost all large capitalized companies in the 

UK have a nomination committee. He finds that the nomination committee is not as ef-

ficient like the other committees and that many members of the committee are unsure of 

the role in the committee. Sometimes even board members outside the nomination 

committee attend the meetings which further reduce the efficiency and gives indications 

of uncertainties within the committee. 

Higgs (2003) highlights the importance of an unbiased, fair and open appointment 

process from the nomination committee. Best practice shall be implemented in the com-

pany where the nomination committees recognize the competencies and skills from the 



nominee´s before they are interviewed and approached to be able to acquire suitable 

people for the business. 

Recommendations from the Higgs review (2003) propose that all companies in the 

stock market shall have a nomination committee. The members and the chairman of the 

nomination committee should be disclosed in the annual report so that the public have 

ability to review the director´s different character and how they get appointed. The an-

nual report should in addition disclose the actions taken from the nomination committee 

to obtain a clear and broad picture of the committee. Higgs further recommends that the 

non-executive director´s role shall be described for the shareholders and that new ap-

pointment should receive endorsement from the owners.  

There are strong links with domination of white males nearing the retirement age for the 

non-executive directors within the boardroom. The research study that is conducted 

from FTSE 100 companies in the UK indicates that not more than 20 non-executive di-

rectors are under the age of 45. Higgs (2003) encourage that companies that operates on 

an international market should at least have one non-executive director that with inter-

national merits to wider the expertise and talent within the board.  

Hamill, McGregor and Rasaratnam (2006) argue that appointment of non-executive di-

rectors are more often recruited to companies that perform poorly which leads to a posi-

tive market reaction. They also claim that there are correlations between firm size and 

demand for non-executive directors in existing empirical evidence.  



 

 

Distinctions are made between the selected banks which are Barclays, HSBC, Lloyds 

and RBS. In order to see differences regarding if the non-executive directors traits have 

an impact on firm performance, the banks are separated in two different groups. One 

group consists of Barclays and HSBC and the other group consists of Lloyds and RBS. 

The reason for this separation is that Barclays and HSBC are not acquired by the gov-

ernment during the financial crisis and in contrast, Lloyds and RBS are acquired by the 

UK government with 43.4 and 83 percent respectively (Lloyds, 2011c) (RBS, 2011b). 

This emphasizes that Barclays and HSBC perform better than Lloyds and RBS during 

2005-2009.  

Many aspects are examined in each of the banks in order to perceive if different 

attributes of the non-executive director are significant. Attributes that is investigated are 

board composition, financial industry expertise, board attendance, age and tenure of the 

non-executive directors.  

In order to distinguish if the non-executive director is well informed, the frequency of 

attendance is checked in the board and its sub-committees, where sub-committees are 

the audit, nomination and remuneration committee.  Regarding the calculations of the 

board attendance in both the board and its sub-committees, the proportion of attended 

meetings is divided by possible meetings and this result is summed up and divided by 

the total non-executive directors in order to obtain the average frequency of meetings.    

In several corporate governance codes, the recommendations suggest that at least half of 

the members in audit, nomination and remuneration should consist of non-executive di-

rectors. If there is not a majority of non-executive directors in the committees, there is a 

possibility that conflict of interest can arise, where biased procedures can occur. Majori-

ty of non-executive directors in the boards and its sub-committees shows independency 

according to Higgs (2003), and this is the reason for calculating the board compositions. 

The calculations are made in the exact same way for all banks, by dividing the total 

number of non-executive directors with the total members of directors in the board and 

the sub-committees. 



Banks today are exposed with different types of risks, such as market, credit and opera-

tional risks. In order to observe if the non-executive directors in each of the banks have 

the appropriate experience to cope with the different risk factors from 2005-2009, fi-

nancial industry expertise of the non-executive directors is checked. The sub-committee 

that are responsible to handle the issues concerning risks is the audit committee, howev-

er in Barclays and Lloyds, they separate a risk committee from an audit committee to 

handle the risks. 

In order to see if the banks are using the ability of the non-executive directors with fi-

nancial industry expertise in a correct manner regarding the risk issues, their placement 

in the audit and risk committee is checked.  

According to Nestor advisors (2009), the definition of financial industry expertise is if 

the non-executive directors have a senior executive position in a leading bank, financial 

institution or a financial industry regulator over the last 10 years. With financial institu-

tions Nestor advisors (2009) refers to banks, insurance companies and asset managers 

who are listed on the stock exchange. To be able to find information about the non-

executive director’s financial industry expertise, the personal bibliography on each of 

the non-executive directors is studied. The personal bibliography of the non-executive 

directors is available in the bank’s annual reports. 

The financial industry expertise are investigated for each of the non-executive directors 

in each bank to detect whether they have a senior executive position, in order to dismiss 

or confirm if the non-executive director has the financial industry expertise set by the 

definition of Nestor advisors (2009). The percentage of financial industry expertise is 

calculated by dividing the non-executive director with financial industry expertise with 

the total numbers of non-executive directors in each of the banks.     

Annual reports are used to gain information about the non-executive director’s age and 

tenure. Nestor advisors (2009) indicates that age and tenure can potentially affect bank 

performance and shows signs that higher age and tenure can be related to bad perfor-

mances. Average age is calculated because average age for FTSE 100 is available from 

external sources (PwC, 2010) which make comparisons possible. Furthermore, the me-

dian is calculated to reduce the risk of extreme outliers that potentially can affect the 

outline of the data, which can show a misleading result. 



Finally, tenure is observed for all the banks. The tenure is the length of period that a 

non-executive director serves in the board. Available recommendations such as the 

Higgs report (2003), propose that the tenure for a non-executive director should be at a 

minimum three years and at a maximum six years. Higgs (2003) claims that less than 

three years at the board can mean that non-executive director will not have enough 

knowledge of the bank’s operations to make critical decisions. In contrast, more than six 

years of serving the board may potentially affect the independence. These two factors is 

the reason for including the tenure in the work. In addition to this, the median tenure is 

calculated to avoid outliers hence to obtain a fair result.   

Important to note is that all data concerning the non-executive directors emerges as per 

1
st
 of January each year from 2005-2009. Non-executive directors who are appointed af-

ter this date are excluded from our data and calculations. The tenure and age of the non-

executive directors is calculated in yearly basis, which means that months are excluded. 

The reason for calculating the data in a yearly basis is because months are not available 

for all the four banks in the annual reports from 2005-2009.   

 

 

The origins of Barclays can be traced back to 1690 when John Freame and Thomas 

Gould start as trader´s goldsmith bankers in London. Barclay & Company Limited are 

founded in 1896 through the merger between 19 other private banking businesses. It is 

listed in the London Stock Exchange from 1902 and expands through acquisitions both 

in the domestic and the international market. A leading example for the growth is shown 

in 2005 when Barclays acquire a majority stake in Absa, one of the leading financial in-

stitutions in South Africa. Barclays receives an international recognition in 2006 when 

half of the profit is made outside the UK. In 2008, Barclays acquires Lehman Brother 

North American investment banking and capital market and continuous their interna-

tional expansions (Barclays, 2011a).   

Today Barclays is engaged in retail banking, credit cards, corporate and investment 

banking and they are present in over 50 countries and serves as a global financial ser-

vice provider (Barclays, 2011b)



 

 

Barclays 

Board members 2005 2006 2007 2008 2009 

Male 12 13 13 13 11 

Female 1 1 2 1 0 

Total board members 13 14 15 14 11 

Table 4-1 Board members in Barclays  

Source: Barclay’s annual reports 2005-2009 

Table 5-1 presents the board composition of Barclays during the time frame from 2005 

to 2009, where the board size fluctuates from 11 to 15 board members. The gender is 

comprised to a majority of males that vary between 11 and 13 members and the female 

board members vary between zero and two persons. 

 

Board members 2005 2006 2007 2008 2009 

Executive directors      

Male 5 5 5 4 3 

Female 0 0 0 0 0 

Total executive directors 5 5 5 4 3 

Non-executive directors      

Male 6 7 8 8 7 

Female 1 1 1 1 0 

Total non-executive directors 7 8 9 9 7 

Chairman 1 1 1 1 1 

Non-executive directors/Total board members 

in percent* 

58,33 61,54 64,29 69,23 70,00 

*Chairman excluded  

Table 4-2 Executive and non-executive directors in Barclays 

Source: Barclay’s annual reports 2005-2009 



During the time period of 2005-2009, there are between three to five executive directors 

in the board of Barclays. Five executive directors represent the board from 2005-2007, 

however from 2008 to 2009 a decreasing trend in the total numbers of executive direc-

tors is observed. In alignment to the decreasing trend, there are four executive directors 

in 2008 and three executive directors in 2009. The executive directors have no female 

representations and consist only of male executive directors from 2005-2009 (see table 

5-2).   

In table 5-2 it is observed that the non-executive board members in Barclays consist of 

seven to nine non-executive directors. There is an increasing trend of non-executive di-

rectors serving in the board from 2005-2008, which declines in 2009. From 2005-2008, 

one female represents the board as a non-executive director, however in 2009 Barclays 

have no females as non-executive directors in the board. 

The proportion of non-executive directors in relation to the total amount of board mem-

bers of Barclays is more than 50 percent during all years from 2005-2009. In addition, 

the proportion of non-executive directors in relation to total board members shows a 

consistent increase during the time period of 2005-2009, where the highest proportion 

of non-executive directors is seven out of 10 in 2009 (table 5-2). 

 

 

Chart 4-1 Non-executive directors with financial industry expertise in Barclays 
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Source: Barclay’s annual reports 2005-2009  

 

As mentioned in the empirical introduction, financial industry expertise for non-

executive directors is included to examine the banks capability to cope with risks. The 

Chart 5-1 describes the relation between the total number of non-executive directors and 

the non-executive directors with financial industry expertise in Barclays. 

In 2005, none of the non-executive directors in Barclays have financial industry exper-

tise (see chart 5-1). However, from 2006 to 2009, Barclays has one non-executive direc-

tor with financial industry expertise (see appendix 1). Chart 5-1 shows a percentage var-

iation from 2006-2009, which is explained by a variation in the total amount of non-

executive directors.  

Barclays separates a risk committee from the audit committee and therefore the issues 

concerning risks are responsibilities for the risk committee. To manage the overall risk 

level the committee is responsible for setting appropriate levels for individual levels of 

risk for credit, market and operational risk. In conclusion, the committee is responsible 

for identifying, monitoring and managing all types of risk that can face the bank (Bar-

clay’s annual report, 2005).   

From 2006-2009, the non-executive director with financial industry expertise is a mem-

ber of the risk committee (see appendix 1).  

   

 

Average board attendance in percent 

Year  2005 2006 2007 2008 2009 

Total non-executive directors 7 8 9 9 7 

Board attendance 94,29  95,31  97,22  98,41  100  

Table 4-3 Board attendance in Barclays  

Source: Barclays annual reports 2005-2009 



Table 5-3 shows an increasing trend in average board attendance in Barclays from 

2005-2009. A high percentage attendance provides the information that the non-

executive director has the possibility to obtain information. In 2005, there are seven 

non-executive directors that serve the board. They have the possibility to attend 10 

meetings and the reason for not obtaining full attendance is that two of the non-

executive directors in the board respectively misses two meetings each (see appendix 5).  

In 2006, a 95,31 percent average attendance is observed (see table 5-3). From 2005-

2006, there is a slight increase in average board attendance due to less missed meetings. 

Eight non-executive directors serve the board and have the possibility to attend eight 

meetings in 2006. However, one non-executive director fails to attend one meeting and 

another non-executive director misses two of the possible eight meetings (see appendix 

6)  

In 2007, there are nine non-executive directors in the board and they have the possibility 

to attend eight board meetings. However, two of the non-executive directors miss one 

meeting each (see appendix 7). Nine non-executive director serves in the board in 2008 

and they have the possibility to attend seven meetings. However, one meeting is missed 

in 2008 by one non-executive director (see appendix 8). Finally, seven non-executive 

directors serve in the board 2009 where all of the non-executive directors attend all nine 

meetings (see appendix 9).  

 

Average board attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive director 3 3 4 4 3 

Audit 100 100 93,75 92,50 96,97 

Table 4-4 Audit committee attendance in Barclays  

Source: Barclay’s annual reports 2005-2009 

In 2005 and 2006, there are a total of three non-executive directors representing the au-

dit committee and all of them attend the schedule meetings during these two years. In 

2005, there are six meetings and in 2006 there are eight meetings held for the members 

in the audit committee (see appendix 5 and 6). 



The average attendance begins to fluctuate from 2007 to 2009 as can be observed in ta-

ble 5-4. During 2007, there are four non-executive directors in the audit committee that 

have a possibility to attend eight meetings. But one non-executive director fails to at-

tend two meetings, which shows the 93,75 percent in average attendance in 2007 (see 

appendix 7). An increase of members from three to four non-executive directors in the 

audit committee is noticed in 2008. The non-executive directors have the possibility to 

attend eight meetings in 2008 but one of the non-executive directors misses two meet-

ings (see appendix 8). During 2009, there is an increase in the average attendance in the 

audit committee where one meeting is missed out of eleven possible meetings. There 

are three non-executive directors that serve in the audit committee in 2009 (see appen-

dix 9).  

 

Average board attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 4 4 3 3 3 

Remuneration attendance 91,67 93,75 83,33 86,67 92,86 

Table 4-5 Remuneration committee attendance in Barclays  

Source: Barclays annual reports 2005-2009 

One non-executive director in the remuneration committee in 2005 misses one out of 

three meetings, however, the other three non-executive directors have the possibility to 

attend four meetings and attends all of them (see appendix 5). In 2006, one meeting is 

missed by a non-executive director and even though there is a percentage increase in 

average attendance from 2005-2006, it depends one that all four non-executive directors 

have a possibility to attend four meetings (see appendix 6). From 2006-2007, table 5-5 

indicates that the average attendance in the remuneration committee declines with ap-

proximately 10 percent. The reason for this decline is that one non-executive director 

misses two out of four meetings. There are a total of three non-executive directors in the 

remuneration committee in 2008, where two of them attend all meetings (see appendix 

8). Finally during 2009, 14 meetings are held where three non-executive directors are 

members of the remuneration committee. Two out of the three non-executive directors 



attend all meetings but the third non-executive director attends 11 out of 14 meetings 

(see appendix 9). 

Overall, a factor to highlight is the increase of possible meetings from five to 14 to at-

tend in the remuneration committee from 2008 to 2009. This corresponds to an increase 

of 180 percent (see appendix 8 and 9).  

 

Average board attendance in percent 

Year  2005 2006 2007 2008 2009 

Total non-executive director 4 3 4 4 3 

Nomination attendance 100 93,33 100 87,50 83,33 

Table 4-6 Nomination committee attendance in Barclays  

Source: Barclays annual reports 2005-2009 

 

Of all sub-committees in Barclays, the nomination committee has the most fluctuations 

in the average attendance from 2005-2009 (see table 5-6). In 2005, Barclays has four 

non-executive directors that represent the nomination committee and all the non-

executive directors attend all of their possible three meetings (see appendix 5). In 2006, 

there are three non-executive directors where one non-executive director misses one out 

of five meetings (see appendix 6). Noticeable is that during 2007, all the four non-

executive directors in Barclays attends the two meetings. Furthermore in 2008, four 

non-executive directors are members in the nomination committee. One meeting is 

missed in 2008 even thought the percentage change is large and this depends on that on-

ly two meetings is scheduled during the year (see appendix 8). In 2009, a further de-

crease in the attendance is observed in the nomination committee because one of the 

non-executive directors misses two out of four meetings. There are a total of three non-

executive directors serving in the nomination committee in 2009 (see appendix 9).     

 

Average board attendance in percent 

Year  2005 2006 2007 2008 2009 

Total non-executive directors 3 4 4 4 4 

Risk attendance 100 100 100 93,75 90,00 



Table 4-7 Risk committee attendance in Barclays  

Source: Barclays annual reports 2005-2009 

 

As mentioned in the empirical introduction, Barclays separates a risk committee from 

the audit committee. 

As seen in table 5-7, Barclays risk committee has 100 percent attendance with five poss-

ible meetings in 2005 and four possible meetings in 2006 and 2007. In 2005, the risk 

committee consists of three non executive directors and in 2006 and in 2007, there are 

four non-executive directors in the risk committee (see appendix 5-7) The four non-

executive directors in 2008 have the possibility to attend four meetings, but one non-

executive director misses one out of four meetings (see appendix 8). To conclude the 

risk committee for 2009, there are still four non-executive directors as in 2008, but one 

non-executive director misses two out of the five possible meetings see appendix 9).  

 

 

Chart 4-2 Non-executives average age in Barclays  

Source: Barclays annual reports 2005-2009 

 

As chart 5-2 shows, the non-executive director’s average age is relatively high in Bar-

clays, varying from 58 to 61 years. There is a steadily but low increase in the non-

executive directors age in Barclays. The average age for the banks non-executive direc-
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tors during the time period of 2005-2009 is 60 years (60.06). Comparing to the average 

age that Higgs (2003) shows for FTSE-100 which is 59 years, the average age for Bar-

clays is above this. However, in a recent study from PwC the average age is 61 years 

old in the FTSE-100 (PWC, 2011). Chart 5-2 indicates that the average age of Barclays 

tends to increase from 2005 to 2009 and therefore follows the general increase in aver-

age age as the FTSE-100.  

In terms of the median age in the different years of 2005-2009, it varies between 59 to 

62 years old for the non-executive directors at Barclays. When comparing median age 

with the average age of the non-executive directors in Barclays, the median age has al-

ways been slightly higher than the average age from 2005-2009 (see appendix 25-29) 

 

   

Chart 4-3 Non-executives average tenure in Barclays  

Source: Barclays annual reports 2005-2009 

 

Tenure, as mentioned in the empirical introduction, describes the length of period that a 

non-executive director serves in the board. 

Drawing from the chart 5-3, the average tenure lies within the recommendations, where 

the tenure is recommended to lie within the time frame from three to six years (Higgs, 

2003).  
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Barclays non-executive directors during 2005-2009 have an average tenure of four years 

(4,042) (see appendix 25-29). In the FTSE-100, the average tenure is 4.3 years (Higgs, 

2003) of the non-executive directors. Each year except in 2008, Barclays tenure is be-

low the FTSE-100 regarding tenure (see chart 5-3). In 2008, the highest tenure is noted 

and this is mostly explained by that the majority of non-executive directors are still 

within the board. The decline in average tenure in 2008 can at large be explained by that 

two non-executive directors with long tenure with respectively eight and 12 years left 

the bank (see appendix 28).  

In terms of the median tenure, the median tenure varies between two to four years from 

2005-2009. Comparing the median tenure with the average tenure, the median tenure is 

at most two years below the average tenure in 2005. The median tenure is lower than 

the average tenure in all of the years from 2005-2009 (see appendix 25-29).  

 

 

HSBC is founded in 1865 and their first office opens in Honkong and one month later in 

Shanghai. In the 1970s, HSBC management decides to focus on three markets, which is 

Asia Pacific region, the US and the UK. In the 1980s, the acquisition of Marine Mid-

land in the US is made and during this time the focus shifts to the UK market. HSBC 

acquires a 14,9 percent stake in Midland Bank and in 1991 HSBC Holding plc is 

created. In 1992, full ownership of Midland is finalized and headquarters shifts location 

from Hong Kong to London (HSBC, 2011a).   

 

Today HSBC is one of the largest global banking and financial services providers. They 

are present in 87 countries with 7500 offices worldwide. The financial services consist 

of personal financial Services and different types of Commercial banking, where 95 

million customers around the world use where the financial services.    

 

 

HSBC 

Board members 2005 2006 2007 2008 2009 



Male 15 14 13 10 18 

Female 2 2 2 1 1 

Total board members 17 16 15 11 19 

Table 4-8 Board members in HSBC 

Source: HSBC annual reports 2005-2009 

 

As the table 5-8 shows, the board members vary from 11 to 19 individuals during the 

time period of 2005-2009. The highest number of board members can be observed in 

2009 and the lowest number of board members in 2008. The board is dominated of male 

board members, where the male board members vary between ten to 18 persons. The 

female representation in the board is comprised to two females from 2005-2007 and one 

female in 2008-2009. 

 

Board members 2005 2006 2007 2008 2009 

Executives      

Male 4 2 2 2 4 

Female 0 0 0 0 0 

Total executive directors 4 2 2 2 4 

Non-Executives      

Male 10 11 10 7 13 

Female 2 2 2 1 1 

Total non-executive directors 12 13 12 8 14 

Chairman 1 1 1 1 1 

Non-executive directors/Total board members 

in percent* 

75,00 86,75 85,71 80,00 77,78 

*Chairman excluded 

Table 4-9 Executive and non-executive directors in HSBC 

Source: HSBC annual reports 2005-2009 

 

The number of executive directors in the board fluctuates between two to four members 

from 2005-2009. In 2005, four executive directors represent the board. However from 



2006-2008, only two executive directors serve in the board, which increase to four ex-

ecutive board members in 2009. The female executive directors influence does not exist 

in HSBC for the years of 2005-2009 (see table 5-9). 

HSBC´s non-executive directors varies between eight to 14 people from 2005-2009. 

The highest number of non-executive directors is seen in 2009, where the lowest is eight 

in 2008. The males is a majority of the board for the non-executive directors, where two 

females represent the board from 2005-2007 and one female represents the board as a 

non-executive director from 2008-2009 (see table 5-9).  

Overall, the board composition of HSBC shows that non-executive directors withhold a 

majority between 75 percent and up to 85.71 percent of the total board members exclud-

ing the chairman (see table 5-9).  

 

 

Chart 4-4 Non-executive directors with financial industry expertise in HSBC 

Source: HSBC annual reports 2005-2009 

There are at least two non-executive directors with financial industry expertise from the 

period of 2005-2009. The total number of non-executive directors is 12 in 2005, where 

three non-executive directors have financial industry expertise. The decrease in percen-

tage of 10 percent from 2005 to 2006 can be explained by the decrease of non-executive 
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directors with financial industry expertise from three to two individuals and that there 

are an increase of total non-executive directors from 12 to 13 persons (see chart 5-4). 

From 2006 to 2007, the non-executive directors as a percentage of total number of non-

executive directors increase by 10 percent. The reason for this increase is that the total 

number of non-executive directors decrease by one to 12 members and that one addi-

tional non-executive director with financial industry expertise is recruited to the board 

of HSBC (see chart 5-4). 

Even if the percentage of non-executive directors with financial industry expertise is the 

same in 2008 as in 2007, the total number of non-executive directors with financial in-

dustry expertise decreases from three to two individuals. Most noteworthy is the signifi-

cant fall of the total amount of non-executive directors, with a decline from 12 to eight 

individuals in 2007-2008 (see chart 5-4).  

In 2009, there are an increase in both the total number of non-executive directors and 

the non-executive directors with financial industry expertise. The total amount of non-

executive directors increases from eight to 14 individuals, where as the non-executive 

directors with financial industry expertise increase from two to four persons (chart 5-4). 

HSBC do not have a separated risk committee, instead the responsibility regarding risk 

lies in the audit committee, which controls the risk factors. At least one non-executive 

director with financial industry expertise represents the audit committee, except in 2006 

(see appendix 2). 

According to HSBC´s annual report, the audit committee is responsible for all issues 

concerning the external auditor and the internal control system. The committee also 

receives reports from internal sources regarding all types of risk concerning the bank 

(HSBC annual report, 2005).  

 

 

Average attendance in percent 

Year 2005 2006  2007 2008 2009 

Total non-executive directors 12 13 12 8 14 

Board attendance 97,62 94,51 89,58 81,25 96,88 



Table 4-10 Board attendance in HSBC 

Source: HSBC annual reports 2005-2009 

The average board attendance fluctuates approximately from 81 to 98 percent during the 

time period of 2005-2009 (see table 5-10). HSBC´s annual reports show that the sche-

duled board meetings vary between seven to eight meetings from 2005 to 2009 (see ap-

pendix 10-14). In 2005, there are a total of 12 non-executive directors serving on the 

board where one non-executive director misses two out of the seven possible meetings. 

The remaining eleven non-executive directors attend all the meetings in 2005 (see ap-

pendix 10). 13 non-executive directors are members of the board in 2006 and during 

this year, the non-executive directors in HSBC have the possibility to attend seven 

meetings. However, five of the 13 non-executive directors miss one meeting each which 

explains the decrease in board attendance from 2005 to 2006 (see appendix 11).  

During the year 2007, there are eight meetings feasible for the non-executive directors 

to attend and a total of 12 non-executive directors are members in the board. Out of 

these 12 board members, four non-executive directors fail to attend one meeting and 

three non-executive directors miss two meetings out of the possible eight meetings (see 

appendix 12). 

Table 5-10 shows that the lowest average attendance occurs in 2008. The reason for the 

drop in attendance from 2007 to 2008 is that two non-executive directors miss one 

meeting each and additionally one non-executive director misses two meetings, out of 

eight possible meetings. In addition to the decreasing trend during 2008, the total num-

ber of non-executive directors in the board decrease from 12 individuals in 2007 to 

eight non-executive directors in 2008 (see appendix 13). The negative trend in board at-

tendance is broken in 2009, because only two non-executive directors miss one meeting 

each out of possible eight. There are a total of eight non-executive directors serving in 

the board for 2009 (see appendix 14). 

 

Average attendance in percent 

Year 2005 2006  2007 2008 2009 

Total non-executive directors 4 4 5 3 3 



Audit attendance 89,29 100 97,14 100 91,67 

Table 4-11 Audit committee in HSBC 

Source: HSBC annual reports 2005-2009 

The audit committee is responsible for all types of risk and matters concerning risk. In 

the audit committee, there are between three to four non-executive directors during the 

time period of 2005-2009, with seven to eight scheduled meetings (see appendix 10-14).  

In 2005, the audit committee has an average attendance of approximately 89 percent, 

which is the lowest observation in attendance in the audit committee during 2005-2009 

(see table 5-11).  The reason for this low observation in attendance is explained by that 

one non-executive director misses one meeting and another non-executive director 

misses two meetings in the audit committee, out of possible seven in 2005 (see appen-

dix 10). There is a 100 percent attendance in 2006 and 2008, which can be drawn from 

the table 5-11. It is thus more than 90 percent attendance for the non-executive directors 

in 2007 and 2009. In 2006, the four members attend all the seven meeting (see appendix 

11). There are five non-executive directors serving in the audit committee in 2007. 

However, two non-executive directors shares one post in the audit committee. One 

meeting is missed out of possible seven during 2007 (see appendix 12) and in 2008 and 

2009, there are three non-executive directors in the audit committee and they have the 

possibility to attend eight meeting, however, one non-executive director fails to attend 

two meetings (see appendix 13-14).     

 

Average attendance in percent 

Year 2005 2006  2007 2008 2009 

Total non-executive directors 4 3 4 3 3 

Remuneration attendance 96,43 95,24 100 100 95,24 

Table 4-12 Remuneration committee in HSBC 

Source: HSBC annual reports 2005-2009 

Non-executive directors in the remuneration committee are between three to four indi-

viduals who have an average attendance from 95 to 100 percent (see table 5-12) (see 



appendix 10-14).  In 2005, the average attendance in the remuneration committee is ap-

proximately 96 percent and this depends on that one of the four non-executive directors 

miss one out of the seven meetings (see appendix 10). There is a decrease from four to 

three non-executive directors from 2005-2006 where the decrease in meetings in 2006 

depends on that one non-executive director miss one meeting out of seven possible 

meetings (see appendix 11). In the years 2007 and 2008, there are full attendance in the 

remuneration committee for the non-executive directors in HSBC (see table 5-12). Dur-

ing 2007, there are four non-executive directors but two of them shares one post and at-

tended four meetings each. The other two non-executive directors attend all eight meet-

ings (see appendix 12). As seen in the table 5-12, 2008 shows a full attendance which is 

due to that the three non-executive directors attends all seven meetings (see appendix 

12). Finally, in 2009, there is a decrease in attendance since one out of three non-

executive directors miss one meeting (see appendix 13)     

 

Average attendance in percent 

Year 2005 2006  2007 2008 2009 

Total non-executive directors 4 2 5 4 4 

Nomination attendance 100 100 90,00 81,67 91,67 

Table 4-13 Nomination committee attendance in HSBC 

Source: HSBC annual reports 2005-2009 

 

The nomination committee displays a full attendance in 2005 and 2006 (see table 5-13). 

In 2005, there are three non-executive directors that attend the three meetings and in 

2006, two non-executive directors attend all four meetings (see appendix 10-11). In 

2007, the average attendance in the nomination committee is 90 percent since one of the 

five non-executive directors miss one out of the possible two meetings (see appendix 

12). One non-executive director can attend three meetings but misses one meeting in 

2008, the other three non-executive directors can attend five meetings but two of the 

non-executive directors miss one meeting each (see appendix 13). Finally in 2009, four 

non-executive directors serve in the nomination committee where only one individual 

misses one meeting out of possible three (see appendix 14).   



 

 

Chart 4-5 Non-executive directors average age in HSBC 

Source: HSBC annual reports in 2005-2009 

  

In 2005, the average age is higher comparing to the average age in 2006 and this de-

pends on that one non-executive director that is 69 years old in 2005 left HSBC in 2006. 

An additional reason is that a 61 years old non-executive director is appointed to the 

board in 2006 (see appendix 30-31).  

The increase in average age in 2007 is explained by that one of the non-executive direc-

tors below average age left the bank (see appendix 32). In 2008-2009, a decreasing 

trend in the average is seen in the chart 6-5. The decrease in 2008 from 2007 can be ex-

plained by that several non-executive directors resign from the bank (see appendix 33). 

In 2009, several appointments of new non-executive directors are made which further 

reduce the average age in HSBC (see appendix 34) 

The average age between 2005 and 2009 is 61.42 for HSBC´s non-executive directors 

which are above the average age of 61 year that PwC explores on the FTSE-100. It is 

difficult to see any significant trends in the average age for HSBC and most changes 

depend on appointments and that some non-executive directors left the company (see 

chart 5-5).    
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The median age is between three months and more than two years higher from 2005-

2009, compared to the average age of non-executive directors in HSBC (see appendix 

30-34)  

 

 

Chart 4-6 Non-executive directors average tenure in HSBC 

Source: HSBC annual report 2005-2009  

 

Chart 5-6 clarifies that the average tenure is in a decreasing trend from 2006 to 2009. In 

2005, the tenure is approximately six and a half years and in 2006, the increase can be 

explained by that the non-executive directors in the bank stay for an additional year and 

that one new appointment is made (see appendix 31). The decrease in average tenure in 

2007 depends on that two new appointments are made and that a non-executive director 

with 16 years of employment left the bank. In 2008, the average tenure continues to de-

crease and one of the reasons why the average tenure is decreasing is that one non-

executive director left the bank after 17 years of employment and additional three non-

executive directors left HSBC (see appendix 32). In 2009, there are six non-executive 

directors with one year of tenure which reduce the average tenure even more (see ap-

pendix 34). The average tenure of HSBC is 5.43 years which can be compared to the 

average tenure of the FTSE-100 that Higgs (2003) shows in his review, where the aver-

age tenure for FTSE-100 is 4.3 years.  
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Comparing the average tenure with the median tenure in HSBC, the median tenure is 

lower than the average tenure each year from 2005 to 2009. The variance between aver-

age tenure and median tenure varies from a couple of months up to one and a half year 

(see appendix 30-34).  

 

 

Lloyds bank is founded in 1765 in Birmingham as Taylors & Lloyds. In the first 100 

years, Lloyds is a small bank operating from a single office. In 1884, Lloyds acquires 

Lomard Street bank of Barnetts, Hoares, Hanbury & Lloyds and this is when the famous 

black horse becomes associate with the brand of Lloyds. Lloyds grows through several 

acquisitions and in the 20th century the expansion overseas makes Lloyds a global fi-

nancial service provider (Lloyds, 2011, a.)  In 2009, Lloyds TSB Group plc acquires 

HBOS plc and is renamed to Lloyds Banking Group plc (Lloyds, 2011b). One of the 

largest shareholders is the UK government with 43,4 percent ownership in Lloyds 

Banking Group (Lloyds, 2011c).   

 

 

Lloyds 

Board members 2005 2006 2007 2008 2009 

Male 8 11 9 11 9 

Female 3 3 2 1 1 

Total board members 11 14 11 12 10 

Table 4-14 Board members in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

The board members from 2005-2009 varies from 10-14 individuals, where the highest 

board size can be noticed in 2006. The board is dominated by male throughout the years 

of 2005-2009 who vary between eight to eleven people. There are always female repre-

sentations on the board from 2005-2009, where the highest female representation can be 

observed in 2005 and 2006 (see table 5-14).    



 

Board members 2005 2006 2007 2008 2009 

Executives      

Male 5 4 4 4 4 

Female 1 2 2 1 1 

Total executive directors 5 6 6 5 5 

Non-Executives      

Male 3 6 5 6 4 

Female 2 1 0 0 0 

Total non-executive directors 5 7 5 6 4 

Chairman 1 1 1 1 1 

Non-executive directors/Total board members 

in percent* 

50,00 53,85 50,00 54,54 44,44 

*Chairman excluded 

Table 4-15 Executive and non-executive directors in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

 

From 2005 to 2009, there are five to six executive directors in the board of Lloyds. 

There is a minimum of one executive female director in all years from 2005-2009 where 

the highest female representation of two is observed in 2006 and 2007 (see table 5-15).   

In contrast, the non-executive directors varies between four to seven board members 

from 2005-2009. There are two female non-executive directors representing the board in 

2005, which is the highest number of female representatives in the years from 2005-

2009. However, there are no female non-executive directors in the board from 2007-

2009 as can be drawn in table 5-15. 

Observing the board composition, there is a slight majority of non-executive directors in 

the board in 2006 and 2008. In 2005 and 2007, there are equal numbers of executive 

and non-executive directors representing the board. However, something to notice is the 

minority of non-executive directors in 2009, where approximately 44 percent of the 

board composition consists of non-executive directors (see table 5-15). As mentioned 

earlier, the chairman is excluded from the calculations.    



 

 

 

Chart 4-7 Non-executive directors with financial industry expertise in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

 

The non-executive directors with financial industry expertise as a percentage of the total 

number of non-executive directors fluctuate from 25-60 percent during 2005-2009 (see 

chart 5-7).  

As the chart 5-7 shows in 2005, three out of five non-executive directors have a finan-

cial industry expertise. In 2006, the percentage decrease of non-executive directors with 

financial industry expertise depends on the increase of the total number of non-

executive directors. Further, no additional non-executive directors with financial indus-

try expertise are appointed during 2006. During 2007, there is both a decrease in the to-

tal number of non-executive directors and in the percentage of non-executive directors 

with financial industry expertise. The reason for this decline is that one non-executive 

director with financial industry expertise left the bank in 2007 (see appendix 3)  

From 2007 to 2008, the percentage decrease of non-executive directors with financial 

industry expertise depends solely on the increase of the total number of non-executive 

directors, which increased from five to six individuals (see chart 5-7). 
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To conclude the percentage change in financial industry expertise from 2008-2009, a 

decrease from 33 to 25 percent is shown for Lloyds non-executive directors with finan-

cial industry expertise. The percentage change depends on that one non-executive direc-

tor resigns from its duty in 2009 (see chart 5-7).  

Lloyds separates a risk committee from the audit committee. As mentioned above, there 

are three non-executive directors with financial industry expertise in 2005. Two of these 

individuals serve solely in the audit committee, while the third member serves both in 

the audit and the risk committee. In 2006, one non-executive director with financial in-

dustry expertise participates in the audit committee and the other two individuals attend 

both the audit and the risk committee. The additional years from 2007-2009, all the non-

executive directors with financial industry expertise serve both in the audit committee 

and the risk committee (see appendix 3).   

 

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 5 7 5 6 4 

Board attendance 100  88,10 94,28 92,59 94,44 

Table 4-16 Board attendance in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

The average board attendance for the non-executive directors at Lloyds varies between 

88 to 100 percent. The highest average board attendance is in 2005 and the lowest per-

centage is observed in 2006, which can be seen in the table 5-16.     

In 2005, there are nine possible meetings which all of the five non-executive directors 

attend (see appendix 15). It is possible for the seven non-executive directors to attend 12 

meetings in 2006. However, three of the 12 non-executive directors fail to attend one 

meeting, one non-executive director misses two meetings and another non-executive di-

rector misses five meetings, which clarifies the low attendance in 2006 (see appendix 

16).  During 2007, there are a total number of five non-executive directors where they 

have an opportunity to attend 14 meetings, but two non-executive directors fail to attend 



one meeting each and another non-executive director misses two meetings (see appen-

dix 17). The further decrease in the average board attendance in 2008 can be explained 

by that only one non-executive director manages to attend all meetings. There are six 

non-executive directors present in the board of 2008, but three of them fail to attend one 

meeting each, one non-executive director misses two meetings and the fifth non-

executive director misses three meetings (see appendix 18). Finally in 2009, the total 

number of non-executive board members drop from six members in 2008 to four mem-

bers in 2009. The four non-executive directors can attend nine meetings, however two 

non-executive directors miss one meeting each (see appendix 19). 

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 3 4 3 4 2 

Audit attendance 100 87,50 100 95,83 93,75 

Table 4-17 Audit committee attendance in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

In 2005, there is a full attendance in the audit committee and since all of the three non-

executive directors attended all of the five meetings (see appendix 15). As seen in table 

5-17 in 2006, there is a decrease in the average attendance as compared to 2005 and that 

is because two of the four non-executive directors miss one respectively two out of the 

six possible meetings (see appendix 16). There is a full attendance in 2007, where the 

three members of the audit committee attend all six meetings. However in 2008, there is 

a slight decrease in the average audit committee attendance and this is because of the 

fact that one out of four non-executive director missed one of the possible six meetings 

in the audit committee in 2008 (see appendix 18). Finally in 2009, a further decrease by 

approximately two percent is observed due to that one of the two members miss one of 

the possible eight meetings (see appendix 19).  

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 



Total non-executive directors 2 3 2 3 3 

Remuneration attendance 92,29 80,95 100 92,59 80,51 

Table 4-18 Remuneration committee attendance in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

There is one missed meeting during 2005 in the remuneration committee, where one of 

the two non-executive directors misses one of the possible seven meetings during 2005 

(see appendix 15). In 2006, a further decrease in attendance is shown which depends on 

that two of the three non-executive directors in the remuneration committee miss one 

respectively three out of possible seven meetings (see appendix 16). The two non-

executive directors in the remuneration committee attended all four meetings in 2007 

(see appendix 17). In 2008, one out of the three non-executive directors misses two out 

of nine possible meetings to attend (see appendix 18). The year 2009 records the lowest 

attendance in the remuneration committee as seen in table 5-18. However in 2009, there 

is a difference in how many meetings the non-executive directors can attend. One non-

executive director has the opportunity to attend five meetings but fails to attend one 

meeting during this year. The other two non-executive directors have the possibility to 

attend 13 meetings but one of the two non-executive directors missed five meetings in 

2009 (see appendix 19).    

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 2 6 4 4 3 

Nomination attendance 83,33 58,33 93,75 96,43 100 

Table 4-19 Nomination committee attendance in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

 

In the nomination committee in 2005, two non-executive directors can attend three 

meetings, however one of the non-executive directors misses one meeting (see appendix 

15). It is an increase in 2006 of non-executive directors in the nomination committee 

from two in 2005 to six non-executive directors in 2006. The six non-executive director 

fail to attend several meetings in 2006, where four non-executive directors miss two 



meetings and the other two non-executive directors miss one out of four meetings. Due 

to the fact that all non-executive directors miss some of the scheduled meetings, atten-

dance is lower than 60 percent in the nomination committee in 2006 (see appendix 16). 

However in 2007, the average attendance in the nomination committee increases since 

one member misses one meeting while the other three non-executive directors attend all 

four meetings (see appendix 17). In 2008, there are a total of seven possible meetings, 

where one non-executive director fails to attend one meeting. The other three non-

executive directors in the nomination committee attend all the seven meetings in 2008 

(see appendix 18). Finally in 2009, there is a 100 percent attendance for the four non-

executive directors since they attend the two possible meeting that can occur during the 

year (see appendix 19).  

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 1 3 3 4 3 

Risk attendance 100 80,00 91,66 91,67 91,67 

Table 4-20 Risk committee attendance in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

The only member of the risk committee attends all five meetings in 2005 (see appendix 

15). In 2006, there is a decline in the attendance due to that two of the three non-

executive directors miss one respectively two meetings (see appendix 16). There are 

three non-executive directors in the risk committee in 2007, where one of the non-

executive directors misses three meetings out of four possible (see appendix 17).  

In 2008, one non-executive director can have attended one out of three meetings, how-

ever the other three non-executive directors attend all five meetings.  In 2009 compared 

to 2008, the members of the audit committee decrease from four to three members (see 

appendix 18). The three non-executive directors in 2009 have the possibility to attend 

four meetings but one of them missed one meeting, which explains the 91,67 percent 

average attendance (see appendix 19).  



 

 

Chart 4-8 Non-executive directors average age in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

 

In 2005, there are five non-executive directors and their average age is approximately 

60 years old (see appendix 35). The average age decrease slightly the next year in 2006 

due to that two additional non-executive directors joins the bank (see appendix 36). 

Two non-executive directors left in 2007 and that is why the average age slightly in-

creases (see appendix 37). In 2008, one additional non-executive director is appointed 

which is why the average age slightly decreases (see appendix 38). From 2008-2009, 

the largest increase in the average age is observed. The reason for the increase is due to 

two retirements of non-executive directors, who both is 55 years old (see appendix 39)  

The median age is similar to the average age during the time period of 2005-2009, 

where the variance is not more than a couple of months (see appendix 35-39). 

58,5

59

59,5

60

60,5

61

61,5

62

62,5

2005 2006 2007 2008 2009

A
ge

Year

Age



  

 

Chart 4-9 Non-executive directors average tenure in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

 

Five non-executive directors lie between two and six years in tenure in 2005, where the 

average tenure is 3.40 years (see appendix 35). Three non-executive directors with one 

year tenure reduce the average tenure in 2006 to 3.14 (see appendix 36). The tenure in-

creases in 2007 due to that no appointments is done, however two non-executive direc-

tors left Lloyds (see appendix 37). In 2008, there is a slightly increase in the average te-

nure because of that one non-executive director with one year tenure leave the bank (see 

appendix 38). One of the non-executive directors with nine years tenure leaves the bank 

in 2009, which helps to reduce the average tenure (see appendix 39).  

From 2008-2009, there is one non-executive director that leaves the bank within the 

time period of one year (see appendix 38-39).   

The median tenure is three years in 2005 and 2006, however in 2007-2009, the median 

tenure is four years. This is lower than the average tenure each year when comparing to 

the median tenure (see appendix 35-39).  
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RBS is founded in 1727 in Edinburgh. After 1783, several offices opens in Scotland and 

in 1874, their first office opens in London.  In the year of 2000, RBS acquires National 

Westminster Bank, which is the biggest banking takeover in Britain. RBS continuous 

with their expansion plans which is illustrated in 2007, when RBS acquires the Dutch 

bank ABN AMRO (RBS, 2011a). According to Financial Services Authority (FSA), 

RBS makes a series of bad decisions the years before the financial crisis, especially the 

acquisition of ABN AMRO. Other critique from FSA regarding aggressive expansions 

is the decisions of expanding in the segment of their investment banking business (FSA, 

2010). The UK government is the largest shareholder in RBS with a total ownership of 

83 percent (RBS, 2011b).   

 

 

RBS 

Board members 2005 2006 2007 2008 2009 

Male 12 11 16 6 8 

Female 1 0 1 0 0 

Total board members 13 11 17 6 8 

Table 4-21 Board members in RBS 

Source: RBS annual reports 2005-2009 

During the time period of 2005-2009, the board members in RBS vary between six and 

17. However from 2007 to 2008, the board size decrease from 17 to six (see table 5-21).  

In 2005 and 2007, the female representation for the board consists of one female and be-

tween the time period of 2005 to 2009, the male representation of board members are 

between six to 14 males (see table 5-21).  

 

Board members 2005 2006 2007 2008 2009 

Executives      



Male 3 3 7 2 2 

Female 0 0 0 0 0 

Total executive directors 3 3 7 2 2 

Non-Executives      

Male 8 7 8 3 5 

Female 0 0 1 0 0 

Total non-executive directors 8 7 9 3 5 

Chairman 1 1 1 1 1 

Non-executive directors/Total board members 

in percent* 

72,72 70,70 56,25 60,00 71,43 

Chairman excluded*  

Table 4-22 Executive and non-executive directors in Lloyds 

Source: Lloyd’s annual reports 2005-2009 

For RBS, the executive directors mostly vary between two to three individuals. Howev-

er in 2007, there are seven executive directors representing the board. No female execu-

tive directors are representing RBS during 2005-2009 (see table 5-22).  

The non-executive directors for RBS fluctuate between three to nine board members. 

Notable is that the highest number of non-executive directors is nine in 2007, but only 

three non-executive directors in 2008, which is the lowest number of non-executive di-

rectors between 2005-2009 (see table 5-22).  

The last column in the table 5-22 shows the ratio between the non-executive directors 

and the total amount of board members. Noticeable is that the non-executive directors 

consist of more than half of the board members, even when excluding the chairman. The 

highest proportion of non-executive directors can be observed in 2005, and the lowest 

proportion in 2007.      

Looking at gender in the table 5-22, there is a majority of males represented as non-

executive directors in the boardroom. One female non-executive director represents the 

board in 2007. 

According to Treanor (2009) in the Guardian, there are concerns that RBS non-

executive directors have not been able to raise doubts in the meetings. When the non-



executive directors in RBS tried to challenge the management in sensitive matters, the 

management of RBS threatened that the non-executive directors would not be reap-

pointed if disputing the management again. 

 

 

Chart 4-10 Non-executive directors with financial industry expertise in RBS 

Source: RBS annual reports 2005-2009 

 

The total sum of non-executive directors shifts between three to nine persons, where the 

highest number is in 2007, as chart 5-10 indicates. The number of non-executive direc-

tors with financial industry expertise is between three to five persons throughout the 

years of 2005-2009 (see chart 5-10) (see appendix 4).  

More in-depth, the chart 5-10 shows the changes in RBS both in terms of non-executive 

directors and the non-executive directors with financial industry expertise. The number 

of non-executive directors with financial industry expertise as a total percentage of non-

executive directors lies in the range of 44 to 100 percent. In 2005, there are five out of 

possible eight non-executive directors that fulfill the criteria to count as a non-executive 

director with financial industry expertise. In 2006, RBS shows a decrease both in terms 

of non-executive directors with financial industry expertise and also a decrease of the 

total number of non-executive directors, both with one person each. The following year 
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in 2007, there is a decrease in the percentage of non-executive directors with financial 

industry expertise, as can be shown in the chart 5-10. However, the reason for this de-

crease in 2007 depends on that the total number of non-executive directors increases 

(see chart 5-10).  

Observing the fall in total number of non-executive directors from nine to three non-

executive directors from 2007-2008, the financial industry expertise increases in percen-

tage from 44 to 100 percent. Even though the percentage increases from 44 to 100 per-

cent, the number of non-executive directors with financial industry expertise stays con-

sistent with four individuals (see chart 5-10).     

In 2009, there are appointments of two new non-executive directors to RBS with finan-

cial industry expertise and therefore the percentage of non-executive directors with fi-

nancial industry expertise remain 100 percent. This means that the total number of non-

executive directors with financial industry expertise increase from four to six between 

the years of 2008-2009. Interesting to note is that all of the non-executive directors have 

financial industry expertise in the last two years in 2008-2009 in RBS (see chart 5-10). 

From 2005-2009, two non-executive directors with financial industry expertise serve in 

the audit committee for RBS. RBS do not separate a risk committee and therefore the 

responsible committee concerning the risks is laid on the audit committee (see appendix 

4).  

 

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 8 7 9 3 5 

Board attendance 98,61 93,65 97,53 74,07 98,00 

Table 4-23 Board attendance in RBS 

Source: RBS annual reports 2005-2009 

The average board attendance for RBS is relatively consistent during the time period of 

2005-2009 except in 2008, where the average board attendance for the non-executive 

directors is approximately 74 percent (see table 5-23). 



In 2005, there are a total of eight non-executive directors in the board where one non-

executive director fails to attend one meeting out of the possible nine (see appendix 20). 

In 2006, there is a decrease in the average board attendance. There are a total of seven 

non-executive directors in 2006 where one non-executive director misses two meetings 

and another one fails to attend one meeting in the board (see appendix 21). The next 

year in 2007, there is an increase in board attendance as can be noticed in the table 5-23. 

The increase in average board attendance occur since two of the nine non-executive di-

rectors fail to attend one meeting each, out of possible nine meetings (see appendix 22). 

A noticeable decrease of almost 20 percent in average board attendance for the non-

executive directors is observed from 2007 to 2008. This happened because of that all 

three non-executive directors that serve in the board fail to attend all the meetings. One 

non-executive director misses one and the other two non-executive directors miss three 

meetings each, out of possible nine meetings (see appendix 23).  

Finally in 2009, the average board attendance recovers and increases to 98 percent. This 

is due to that one out of the five non-executive directors misses one out of the possible 

ten meetings (see appendix 24).   

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 4 4 5 1 3 

Audit attendance 97,22 96,88 96,67 100 94,44 

Table 4-24 Audit committee attendance in RBS 

Source: RBS annual reports 2005-2009 

There is a sum of four members in the audit committee in 2005. Only one of the four 

non-executive directors miss one of the nine possible meetings (see appendix 20). Next 

year in 2006, there are seven non-executive directors in the audit committee. These non-

executive directors fail to attend several meetings out of the possible eight meetings, 

two non-executive directors miss one meeting each and a third non-executive director 

misses two meetings (see appendix 21). An increase of non-executive directors can be 

observed in 2007 from four to five members in the audit committee. Only one meeting 



is missed out of the possible six meetings during 2007, which made the percentage of 

attendance increase in the audit committee (see appendix 22). In 2008, only one non-

executive director is a member in the audit committee and he participates in all the six 

meetings (see appendix 23). From 2008-2009, there is an increase from one to three 

members in the audit committee, one non-executive director misses one out of six meet-

ings, which explains the 94,44 percent average attendance in 2009 (see appendix 24).    

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 

Total non-executive directors 3 4 5 1 2 

Remuneration attendance 100 85,00 100 66,67 87,50 

Table 4-25 Remuneration committee attendance in RBS 

Source: RBS annual reports 2005-2009 

A great variance can be observed in the average attendance from 2005-2009 in the re-

muneration committee, from approximately 66 percent to 100 percent (see table 5-25). 

The first year of 2005, the three non-executive directors do not miss any of the five 

meetings (see appendix 20). However in 2006, a decline with fifteen percent is observed 

since one non-executive misses three out of five possible meetings (see appendix 21). 

As in 2005, full attendance is shown in 2007, where all the five non-executive directors 

attend all three meetings (see appendix 22).  

Interestingly, the total number of non-executive directors representing the remuneration 

committee drop from five members in 2007 to just one member in 2008. The only non-

executive director in the remuneration committee in 2008 misses one out of the three 

possible meetings which explains the low attendance in 2008 (see appendix 23).  In 

2009, RBS increase the members in the remuneration committee from one to two non-

executive directors, where one of the non-executive directors misses one out of the four 

possible meetings (see appendix 24). 

 

Average attendance in percent 

Year 2005 2006 2007 2008 2009 



Total non-executive directors 2 3 3 1 5 

Nomination attendance 80,00 83,33 83,33 100 * 

*No data available 

Table 4-26 Nomination committee attendance in RBS 

Source: RBS annual reports 2005-2009  

One important remark regarding 2009 is that there is no data available for attendance in 

the nomination committee in the annual report of RBS. However, data is available for 

the years of 2005-2008 (see table 5-26). In 2005, there are a total of two non-executive 

directors in the remuneration committee and both of them miss one meeting each out of 

the possible five meetings (see appendix 20). There are only three non-executive direc-

tors in the nomination committee in 2006 and 2007, and there are two meetings possible 

to attend. In 2006 and 2007, one out of the three non-executive directors miss one meet-

ing each both in 2006 and 2007 (see appendix 21 and 22). There is one non-executive 

director in the nomination committee in 2008 and he attended all five meetings (see ap-

pendix 23).   

 

 

Chart 4-11 Non-executive directors average age in RBS 

Source: RBS annual reports 2005-2009 
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In 2005, the average age is below 60 years old where three out of nine non-executive di-

rectors are below the average age (see appendix 40). The next year in 2006, the same 

non-executive directors are still in place from 2005 except one who is below the average 

age. This explains the increase in average age for 2006 (see appendix 41). The further 

increase in average age in 2007 can be explained with that only one appointment is 

made and that the rest of the non-executive directors still serve in the bank (see appen-

dix 42). In 2008, the lowest average age is observed between the periods of 2005-2009. 

The reason for the decrease in average age in 2008 is that only three out of the eight 

non-executive directors from 2007 is still left in 2008 (see appendix 43). Interestingly in 

2009, a new non-executive director with a higher age is appointed that is 67 years old 

and that is one of the reasons why there is a further increase in the average age (see ap-

pendix 44).  

The average age between 2005 and 2009 is 61.42 for RBS which is above the average 

age of 61 years that PwC explores on the FTSE-100. It is hard to see any significant 

trend in the average age for RBS during this time frame of 2005-2009. The median age 

is thus higher than the average age all years except in 2008 and the variance is between 

couples of months up to more than two years (see appendix 40-44) 

 

 

Chart 4-12 Non-executive directors with financial industry expertise in RBS 

Source: RBS annual reports 2005-2009 
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Three of the non-executive directors in RBS have a one year tenure which makes 2005 

the lowest observation of average tenure in the time period of 2005-2009 (see chart 5-

12) (see appendix 40). One non-executive director left the bank in 2006 after only one 

year. However, the remaining non-executive director is still in the bank which makes 

the average tenure increase (see appendix 41). There is an additional increase in 2007 

for the average tenure, where only one new non-executive director is appointed in the 

board (see appendix 42). In 2008, there is a reduction in the total number of non-

executive director where five board members leave the bank and only three non-

executive directors remains and that is why the average tenure is increasing (see appen-

dix 43). Finally in 2009, the first decrease in average tenure can be observed and this is 

because two new non-executive directors are appointed (see appendix 44).  

From 2005-2006 and from 2007-2008, there has been one non-executive director who 

has left the bank with a tenure of one year (see appendix 40-43).   

The median tenure has during the years of 2005-2009 been higher than the average te-

nure except in 2008, where the variance is from six months to more than a year (see ap-

pendix 40-44).     



 

 

Chart 5-1 Percentage of non-executive directors in the board 

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009  
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Barclays, HSBC, Lloyds and RBS mostly have a majority of non-executive directors 

within the board and also follow the recommendation by Higgs (2003), except in 2009, 

where Lloyds do not have a majority of non-executive directors within the board. With  

Bhagat and Black (2000) conclude that there is no evidence of significant relationship 

between non-executive directors and firm performance. In alignment to this, Nolan 

(2005) states that many researches confirm small connections regarding non-executive 

director in the different committees enhance firm performance.  

In some degree, it is hard to perceive strong connections between the non-executive di-

rectors and bank performance. A motive for this can be that a non-executive director on-

ly serves between 15-30 days a year, which is a relative short time period. With the 

short time period in the banks, it is impossible to attain as much information as an ex-

ecutive director for the non-executive directors, which should affect their strategic and 

monitoring role. 

The empirical findings display that out of the four banks, HSBC has most non-executive 

directors in the board during 2005-2009. During 2007 and 2008, RBS and Lloyds have 

a less proportion of non-executive directors in the board of the four banks, as can be 

seen in chart 6-1. Lloyds and RBS are government owned with 43.4 percent and 83 per-

cent respectively, which indicate that board composition can have an impact on firm 

performance. Even though the four banks have a majority of non-executive directors 

during 2007 and 2008, RBS and Lloyds have a 60 percent or less independency in the 

board, excluding the chairman.  

One issue that both Cadbury (1992) and the Hampel (1998) reports concerns about is 

that tension can arise between the non-executive directors monitoring role and their stra-

tegic element. The independency can be compromised if the non-executive director’s 

focus is laid too much on the strategic element due to close attachments with manage-

ment. Nolan (2005) finds no significant evidence of tensions between the strategic and 

monitoring role, however, too much focus on the strategic element will undermine the 

monitoring role, according to him. Our opinion regarding this matter is that if a non-

executive director focus too much on the strategic element, the monitoring role is wea-

kened since the risk of developing a friendly relationship with the executive directors 

can occur. That is why the two roles can be separated to avoid conflict of interest. To 



eventually reduce tensions in the role of non-executive directors in the banks, some of 

the non-executive directors can focus on the strategic element and other non-executive 

directors can concentrate in the monitoring role. This may decrease the tension and im-

prove the efficiency of the non-executive directors work, since according to Higgs 

(2003), they only devote between 15-30 days a year.  

Even if there are benefits of separating the roles of the non-executive directors so that 

some focus on the monitoring role and others on the strategic role, there are limitations. 

A potential weakness if a non-executive director focuses solely on the strategic element, 

is that the strategy element is usually a time devoting, progressive and a long-term ob-

jective for a bank. It can therefore be complicated for a non-executive director to contri-

bute in a desirable extent, due to the short time commitment, both in days and tenure. 

In contrast, if a non-executive director focuses only on the monitoring element, they can 

face problems gaining information that they may attain under normal circumstances if 

involved in the strategy.  

Analyzing from the different perspectives above, it is understandable that the non-

executive director´s role is both to monitor and be involved in the strategy.  

 

Chart 5-2 Proportion of financial industry expertise of the non-executive directors 

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009. 
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Chart 6-2 shows proportion of the non-executive directors with financial industry exper-

tise as a percentage of total non-executive directors between the four banks. In chart 6-2 

it can be observed that RBS have a higher proportion of non-executive directors with fi-

nancial industry expertise compared to the other three banks during the time period of 

2005-2009. Observing chart 6-2, RBS should have a better understanding with the risks 

that aroused during the financial crisis. Lloyds shows a declining trend for the non-

executive directors with financial industry expertise throughout the years of 2005-2009. 

According to an interview by International Federation of Accounts (FCA), few people 

understood the risks concerning the financial instruments used during the financial cris-

es. However, nobody in the board of banks had the knowledge to understand the risks 

that affected the banks during the financial crisis, according to FCA (2010). The state-

ment from FCA (2010) can be a good explanation why RBS, with such a high propor-

tion of non-executive directors with financial industry-expertise, are not able to handle 

the risks during the financial crisis (FCA, 2010).  

However, it is important to note that there are different types of qualities that non-

executive directors have and if they do not have financial industry expertise, it does cer-

tainly not mean that they cannot manage different types of risk that can occur. RBS and 

Lloyds are the banks that government financed because of their poor performances. But 

in chart 6-2, RBS is one of the two banks that have the most non-executive directors 

with financial industry expertise. To conclude the non-executive directors with financial 

industry expertise, external factors, such as acquisitions of HBOS for Lloyds and ABN 

AMRO for RBS, plays a major role for how the banks perform and how they financially 

got hit during the financial crisis.     



 

Chart 5-3  Average board attendance  

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009   
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illustrates a relative constant and almost full attendance during all years from 2005-

2009 for the non-executive director. 

Ravina and Sapienza (2009) suggest that upon arrival a non-executive director has li-

mited information compared to an executive director, which can affect the monitoring 

and the strategic involvements negatively. They also imply that in circumstances where 

companies are better managed the non-executive directors are more informed. Relating 

to this, it is important that the non-executive attends the meetings and gain knowledge 

about the corporation.        

Even if chart 6-3 shows a high average board attendance for the four banks, conclusions 

cannot be made whether a non-executive director have obtained the necessary informa-

tion from executive directors to make critical judgments for the strategic and monitoring 

role in the meetings. Further, there are no possibilities to gain information about the 

length of the meetings and how effective the meetings are for the non-executive direc-

tors. According to Treanor (2009) in the UK, there are concerns that RBS non-executive 

directors have not been able to raise doubts in the meetings. When the non-executive di-

rectors in RBS tried to challenge the management in sensitive matters, the management 

of RBS threatened that the non-executive directors would not be reappointed if disput-

ing the management again. Stricter governance codes for the banks can reduce these 

types of dilemmas and thereby strengthen the independence of non-executive directors. 

To summarize this, chart 6-3 shows high attendance for the four banks, but there are 

several factors that depends how well informed the non-executive director is.   

 

 

 

 

 

 



 

 

Chart 5-4 Average attendance in the audit committee attendance  

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009 

 

Overall the audit committee functions for integrity and reviewing the financial perfor-

mance and its financial statements.  It must review the bank´s internal audit function, in-

ternal control and management systems. The audit committee is also responsible for all 

issues concerning the external auditor (FRC, 2010). 

Drawing from the core responsibilities of the audit committee for the banks, it has a 

very important function for reducing the risk of internal failures in the bank. The inter-

nal control system should provide a secure system which limits the individual permis-

sion to access certain parts of financial system to be able to keep the integrity in order. 

Chart 6-4 shows that there are fluctuations in the average attendance in the audit com-

mittee even though Barclays and Lloyds begin with an attendance of 100 percent in 

2005. There are no clear distinctions in the average board attendance between Barclays, 

HSBC, Lloyds and RBS. However, conclusions are made that from 2007-2009, the av-

erage board attendances has fluctuations, where the low attendance occur in 2009 for 

HSBC, Lloyds and RBS, comparing to the years of 2005-2008. A reason for the lower 

average attendances in 2009 can be that the non-executive directors in the banks feel 

that the worst period is over.    

80
82
84
86
88
90
92
94
96
98

100
102

2005 2006 2007 2008 2009

A
tt

e
n

d
e

n
ce

 in
 p

e
rc

e
n

t

Year

Attendance audit committee

Barclays

HSBC

RBS

Lloyds



 

Chart 5-5 Average attendance in the remuneration committee  

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009   

Remuneration has been one of the major topics in recent time in corporate governance 

where shareholders are dissatisfied with the salaries and bonus packages that the CEO 

and other executive directors in the company receive. The remuneration committee 

should consist of a majority of non-executive directors in order to assist the strategic 

aims of the company hence satisfying the expectations from the shareholders. One can 

wonder how the main salaries are set for the executive management. High salaries will 

attract experienced and skilful employees that potentially can deliver top quality work, 

but there must be a balance.  

As mentioned earlier, it is important that the non-executive directors attend the available 

meetings so that they are well informed. Interestingly in chart 6-5, the average atten-

dance in the remuneration committee is very high from 2005 - 2007, compared with the 

years 2008-2009, with an average attendance above 80 percent on the non-executive di-

rectors in all four banks. In 2008, RBS shows the lowest average attendance during the 

time of 2005-2009, where the average attendance is approximately as low as 67 percent. 

RBS only have one non-executive director in the remuneration committee in 2008, 

where the non-executive director attends two out of three meetings in 2008 (see appen-

dix 23). Since the non-executive director has the responsibilities to set the level of the 
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remuneration packages for the executive directors, it can be questionable how only one 

individual can manage to set appropriate remuneration for all the executive directors. 

This shows a biased procedure in setting appropriate remunerations where it can be eas-

ier for executive directors to influence or manipulate a single individual. It is important 

to note that banks long term goals should be align with the executive compensations, so 

that the common interest between shareholders and executive directors is aligned with 

each other. Interestingly RBS increase the number of non-executive directors from one 

to two individuals in the remuneration committee, and also increase the meetings from 

three to four in 2009 (see appendix 24). The reason for the increase in the average at-

tendance for RBS can be due to that one individual is not enough to manage the remu-

neration packages, which also can be a sensitive question for the stakeholders.     

Regarding Barclays, HSBC and Lloyds, they have more than one non-executive director 

and display a high average attendance in the remuneration committee during 2005-2009.  

 

No data in 2009 for RBS.  

Chart 5-6 Average attendance in nomination committee 

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009   

As seen in chart 6-6, no one of all four banks have a lower than 80 percent average at-

tendance in the nomination committee for the non-executive directors during the time 

period of 2005-2009.   
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The nomination committee should, according to Higgs (2003), consist of a majority of 

non-executive directors. The main responsibility of the nomination committee is to re-

cruit new board members to the bank. What came to our mind is that governance re-

ports, such as the Higgs (2003), recommend that there should be a majority of non-

executive directors in the nomination committee, so that a fair and unbiased recruitment 

process with best practices can be established. However, in the literature review, it can 

be observed that through the appointment process, almost 50 percent of the non-

executive directors received their job via mutual friendship or relatives and in addition 

to this merely four percent receive their jobs via formal interview (Higgs 2003). To 

conclude this, the recruitment process shows a biased appointment process, which can 

lead to an excessively familiar environment, which may reduce the objectivity of inde-

pendence. Overall, the non-executive director that is appointed can therefore show 

loyalty towards their mutual connection instead of working in the best interest for the 

shareholders, which would harm the bank. Instead, there should be a more unbiased re-

cruitment process where different skills and social competences are the core require-

ments for receiving the job. It can be questioned whether there is a need for a majority 

of non-executive directors in the nomination committee if the non-executive directors 

are not really independent.  

According to Higgs (2003), there is a domination of white males nearing the retirement 

age for the non-executive directors within the boardroom in FTSE 100. In the empirical 

findings, Barclays, HSBC, Lloyds and RBS show a strong domination of white males 

from 2005-2009 that also is close to the retirement age. This may indicate that banks 

values the experience of the non-executive directors when recruiting new board mem-

bers. 

 



 

Chart 5-7 Average attendance in the risk committee  

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009   

Barclays and Lloyds have a separate risk committee from the audit committee to be able 

manage the market, credit and operational risks. The separation of a risk committee for 

an audit committee can indicate that the risk factors are of great concern for the banks. 

As chart 6-7 shows, Barclays have a high average attendance for their non-executive di-

rectors at the risk committee, compared to Lloyds.  

Even though the average attendance in the risk committee is high, the total of non-

executive directors in the risk committee has increased comparing from 2005 to 2009 

for the two banks. The increase of non-executive directors in the risk committee may 

suggest that the banks are focusing more on risk factors in 2009.  

Since Barclays and Lloyds have a separate risk committee from an audit committee, it 

illustrates which non-executive directors that are involved in issues regarding risks. De-

riving from the literature review, the audit committee have several responsibilities, such 

as management and control system, internal and external audit, whereby the risk com-

mittee has one responsibility, which is the issues regarding risk factors. Having a risk 

committee for a bank can therefore ease the process of identifying which individuals 

that manages the risks. Further, it may also be easier to identify the specific non-

executive director’s ability and professional experience to cope with risks, which may 
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give the shareholders a confidence in how risk matters are handled in the bank. Another 

benefit of having a risk committee is that the stakeholders, such as the government, get 

clear signals that a bank is taking the issue regarding risks of great concern.   

 

Chart 5-8 Average age of the non-executive directors  

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009   
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fore retirement.  
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Chart 6-8 shows that it is hard to indicate whether a high average age for non-executive 

directors is a strategic strength or a weakness for the banks. Because of that the average 

age differences is relative similar, it is hard to draw conclusion about the average age of 

non-executive directors. However, if younger non-executive directors are appointed to 

the banks, it may offer new views and ideas, which can potentially result to a different 

approach in the strategic decision. 

The empirical findings display that the average age of HSBCs non-executive directors 

start to decline in 2007 until 2009 due to new appointments of non-executive directors 

to the bank. In the other three banks, an increasing trend is observed in the average age 

from 2008-2009, as can be seen in chart 6-8. The average age in 2009 compare to 2005, 

is higher for Barclays, Lloyds and RBS, except for in HSBC, where the average age de-

cline. What can be deduced is that the majority of the bank’s non-executive directors 

follow the general trend in FTSE 100, where Higgs (2003) illustrates an average age of 

59 and PwC (2011) an average of 61 in 2010 for FTSE 100.      

 

Chart 5-9 Average tenure of the non-executive directors  

Source: Barclays, HSBC, Lloyds and RBS annual reports 2005-2009   
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decisions. According to Higgs (2003), a short time period for the non-executive direc-

tors in the bank is if they serve for less than three years in the board. This can mean that 

the non-executive directors have not obtained enough information about the bank busi-

ness to make independent critical judgments in the monitoring and/or strategic issues 

for the bank. Higgs (2003) also stresses the importance that non-executive directors 

must devote sufficient time and effort to the bank, since only a time commitment be-

tween 15-30 days a year is served. He also states that an appropriate tenure would be at 

a minimum three and at maximum six years. If the tenure is more than six years, it can 

mean that non-executive directors are more informed and therefore will be able to take 

better and rational decision-makings. However, a too long tenure can mean that there is 

a higher risk of those non-executive directors to develop more attachments with the ex-

ecutive directors, which may weaken the objectivity in terms of independence. Based 

from the literature review and the empirical findings, it is difficult to draw an optimal 

line of how long the tenure should be for a non-executive director in order to keep the 

independency intact, but serving for more than six years in a bank may potentially affect 

the monitoring and strategic inputs from the non-executive directors.  

The average tenure length of the non-executive directors in the four banks varies from 

two to seven years during 2005-2009. Chart 6-9 shows that Barclays and HSBC have a 

slightly higher tenure in 2005, however it can be observed that the average tenure tends 

to decline for all four banks from 2008 to 2009. The reason for the decline in tenure is 

that there are replacements of non-executive directors in the board, where some non-

executive directors who have a long tenure period are replaced.  

Higgs (2003) shows that the average tenure for the non-executive directors in FTSE 100 

is 4,6 years. Drawing from this study, Lloyds, RBS and Barclays have a lower than av-

erage tenure from 2005-2007 that Higgs finds in 2003. HSBC have an average tenure of 

more than six years for their non-executive directors in 2005, but shows a decline 

throughout 2006-2009 due to the fact that long-served non-executive directors left the 

bank during the years. Chart 6-9 indicates that the four banks are going in the same di-

rection regarding the tenure, which can mean that an appropriate average tenure is 

around four years for the non-executive directors.   

Overall, some of RBS and Lloyd’s non-executive directors only serve for a limited time 

period of one year, especially for non-executive directors in RBS (see appendix 38-43). 



There are no clear signs why non-executive directors serve for only one year, but par-

ticular reasons can be due to the heavy workload or that they cannot cope with the re-

sponsibilities. The empirical findings show that Barclays and HSBC have no cases 

where a non-executive director has left within one year from 2005-2009. The non-

executive directors may not receive an opportunity to contribute to the bank since they 

might not have the necessary knowledge about the banks business. Higgs (2003) claims 

that there is an extensive learning curve for the non-executive directors and therefore 

recommend a minimum tenure of three years. With one year tenure for the non-

executive directors, they may not provide assistance to the bank which is a waste of re-

sources. To conclude the short time period of tenure for Lloyds and RBS, it is a possi-

bility that this affect the performance of the non-executive directors and thereby the 

banks performances from 2005-2009.   

One finding that contradicts the literature review is that both Barclays and HSBC have 

non-executive directors that served for 10 years or more during 2005-2009. In contrast, 

Lloyds and RBS only have non-executive directors that served less than 10 years during 

2005-2009. A reason for the distinction in the tenure length might indicate that the ex-

perience of non-executive directors is very significant to handle complex situation that 

occur during the financial crisis. However as mentioned earlier, there may be a risk that 

a too long tenure period might result to that the independency for a non-executive direc-

tor weakens.    

 



 

The purpose of this thesis is to examine if traits of the non-executive directors have any 

impact on bank performance. In this thesis, four banks are separated in two distinctive 

groups, where Barclays and HSBC is divided into one group and Lloyds and RBS in to 

a second group. The reason for having two groups is that Barclays and HSBC are not 

government owned while Lloyds and RBS are government owned to some extent, 

which indicate that Lloyds and RBS perform worse during 2005-2009. One reason for 

the worse performance is the bad decisions regarding acquisitions, where Lloyds ac-

quires HBOS and RBS acquires ABN AMRO. 

The comparison between the two groups is made to find differences in the attributes of 

the non-executive directors. It is challenging to see any clear tendencies for several 

attributes, such as in age and in frequency of meetings for the non-executive directors, 

since they are rather similar between the four banks. The age is high for the non-

executive directors in all banks and the overall attendance of meetings is high. The non-

executive directors with financial industry expertise are a higher proportion in RBS 

comparing to the other banks. But according to FCA (2010), nobody in the board un-

derstood the risks regarding the financial instruments during the financial crisis. There 

are particular attributes that can be identified between the banks non-executive direc-

tors, such as tenure and board composition. Both Lloyds and RBS have non-executive 

directors with only one-year tenure, which is a factor that makes it difficult for a non-

executive director to make contributions for the bank both in the strategy and monitor-

ing element, since there might be a lack of knowledge regarding the business of the 

bank. Observing the board composition, the empirical findings shows that from 2007-

2008, Barclays and HSBC have a higher proportion of non-executive directors than 

Lloyds and RBS. Drawing from the board composition, it gives a small indication that a 

higher proportion of non-executive directors can affect bank performance during the fi-

nancial crisis.  

In order to increase the independency for non-executive directors, the governance codes 

that the banks follow should be stricter, since according to Treanor (2009), RBS non-

executive directors are threatened to silence in sensitive matters. This can affect the in-

dependency for the non-executive directors to a large extent and therefore the codes 



should be stricter to not undermine the confidence of the shareholders, but also so that 

these complications do not occur in later occasions. 

 Another approach to strengthen the independence of the non-executive directors in the 

banks is that the appointment process should be revised since the appointment process 

for the non-executive director is a biased procedure, due to that almost 50 percent of the 

non-executive directors receive their job through their social network (Higgs 2003). A 

biased procedure can affect the significance of independence for the non-executive di-

rectors since they might be more loyal to the individual(s) that recruits them, instead of 

the shareholders.   

Further, governance reports such as the Cadbury (1992) and the Hampel report (1998), 

suggest that tension might arise between the strategy and monitoring element for the 

role of non-executive director. The risk of focusing too much on the strategy element 

can affect the monitoring role negatively, in the sense that the internal audit control will 

weaken. Due to that tension can arise between the strategy and the monitoring element, 

there should be a separation of the two roles in the banks in order to utilize the non-

executive directors work. Some of the non-executive directors should focus on the strat-

egy element and some concentrate on the monitoring role, since they serve a limited of 

15-30 days a year, according to Higgs (2003).    

 

Throughout the process of this thesis, many observations regarding the non-executive 

directors are made. It would be interesting to make further qualitative research about 

how the executive management perceives the non-executive directors role in the com-

panies. Another interesting aspect to study would be if there are any differences of the 

non-executive directors work between different nations globally, since there is a lack of 

research within this area. 
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Appendix 1 Financial industry expertise Barclays 

Non-executive directors with financial Industry expertise for Barclays 

Barclays 2005  

Barclays 2006  

Dr Daniel Cronjé (RC)   Former Deputy Chief Executive and Group 

Chief Executive at Absa. 

Barclays 2007  

Dr Danie Cronjé (RC)  See Barclays 2006 

Barclays 2008  

David Booth (RC) Head of government of bond trading, Head of 

Mortgage trading and Head of global opera-

tions and technology at Morgan Stanley 

Barclays 2009   

David Booth (RC) See Barclays 2008 

*Member of Audit or Risk Committee, RC = Risk Committee, AC =Audit Committee. 

These committees are responsible for manage different type of risks, such as market and 

credit risk.  

Table 6-1 Financial industry expertise in Barclays  

Source: Barclays annual reports 2005-2009 



Appendix 2 Financial industry expertise HSBC 

Non-executive directors with financial Industry expertise for HSBC 

HSBC 2005 

 

 

Sir John Kemp-Welch* (AC) Senior partner at Caxenove & Co and former 

chairman of London stock exchange 

S W Newton Chairman of the Real return Holdings Compa-

ny limited and the founder of Newton Invest-

ment Management 

Sir Brian Williamson Chairman of Electra Private Equity plc, former 

chairman of London International Financial 

Futures and Options Exchange 

HSBC 2006  

S W Newton See HSBC 2005 

Sir Brian Williamson See HSBC 2005 

HSBC 2007  

S W Newton* (AC) See HSBC 2005 

S M Robertson Director of Goldman Sachs International, 

Former Chairman of Dresdner Kleinwort Ben-

son 

Sir Brian Williamson See HSBC 2005 

HSBC 2008   

S M Robertson* (AC) See HSBC 2007 

Sir Brian Williamson * (AC)  See HSBC 2005 

HSBC 2009  

J R Lomax* (AC) Deputy governor, Monetary Stability, at the 

Bank of England 

S M Robertson  See HSBC 2007 

J L Thornton Chairman of Golden Sachs Asia 

Sir Brian Williamson See HSCB 2005 

*Member of Audit or Risk Committee, RC = Risk Committee, AC =Audit Committee. 

These committees are responsible for manage different type of risks, such as market and 

credit risk.  

Table 6-2 Financial industry expertise in HSBC 

Source: HSBC annual reports 2005-2009 



Appendix 3 Financial industry expertise Lloyds 

Non-executive directors with financial Industry expertise for Lloyds 

Lloyds 2005  

Ewan Brown*(AC, RC) 

Gavin J N Gemmell* (AC) 

Angela  A Knight* (AC) 

Executive director of Noble Grossart 

Senior partner of Baillie Gifford 

Deputy chairman Scottish Widows 

Lloyds 2006  

Ewan Brown* (AC, RC) 

Gavin J N Gemmel* (AC) 

Lord Leitch* (AC, RC) 

See Lloyds 2005 

See Lloyds 2005  

Chief executive officer and chairman of Zurich 

Financial Services, UK and Asia Pacific. 

Chairman of Intrinsic Financial Services 

Lloyds 2007  

Ewan Brown* (AC, RC) See Lloyds 2005 

Lord Leitch* (AC, RC) See Lloyds 2006 

Lloyds 2008  

Ewan Brown* (AC, RC) 

Lord Leitch* (AC, RC) 

See  Lloyds 2005 

See Lloyds 2006 

Lloyds 2009   

Lord Leitch* (AC, RC) See Lloyds 2007 

*Member of Audit or Risk Committee, RC = Risk Committee, AC =Audit Committee. 

These committees are responsible for manage different type of risks, such as market and 

credit risk.  

Table 6-3 Financial industry expertise in Lloyds 

Source: Lloyd’s annual reports 2005-2009  



Appendix 4 Finacial industry expertise RBS 

Non-executive directors with financial Industry expertise for RBS 

RBS 2005  

Colin Buchan* (AC) Chairman of UBS Securities Inc. 

Charles Bud Koch  Chairman of the board of the Federal Bank of 

Cincinnati, Chairman, Chief executive officer 

and President of Charter One Financial, Inc. 

Joe MacHale* (AC) Chief Executive of J P Morgan Europe, Middle 

East and Africa Region. 

Bob Scott Former group chief executive of CGNU plc 

Peter Sutherland Chairman of Goldman Sachs International, For-

mer chairman of Irish bank 

RBS 2006  

Colin Buchan* (AC) See RBS 2005 

Bob Scott See RBS 2005 

Joe MacHale* (AC)  See RBS 2005 

Peter Sutherland See RBS 2005 

RBS 2007  

Colin Buchan * (AC) See RBS 2005 

Bob Scott See RBS 2005  

Joe MacHale* (AC)  See RBS 2005 

Peter Sutherland See RBS 2005 

RBS 2008  

Bob Scott  

Colin Buchan * (AC) See RBS 2005 

Joe MacHale * (AC)  See RBS 2005  

RBS 2009  

Bob Scott  

Colin Buchan* (AC) See RBS 2005 

Joe MacHale* (AC)  See RBS 2005 

John McFarlane Former chief executive of Australia and New 

Zealand Banking Group limited 

Arthur ”Art” Ryan Former chairman, chief executive officer and 



president of Prudential Financial Inc. 

*Member of Audit or Risk Committee, RC = Risk Committee, AC =Audit Committee. 

These committees are responsible for manage different type of risks, such as market and 

credit risk.  

Table 6-4 Financial industry expertise in RBS 

Source: RBS annual reports 2005-2009 



Appendix 5 Board attendance Barclays 2005 

NED board attendance Barclays 2005 

Non-executive directors Board Audit  Remuneration Nomination Risk 

1.Sir David Arculus  8/10 - 4/4 3/3  

2.Sir Richard Broadbent  10/10 - 4/4 3/3 5/5 

3.Leigh Clifford  8/10 - 2/3 -  

4.Professor Dame Sandra Daw-

son  

10/10 6/6 - -  

5.Sir Andrew Likierman  10/10 6/6 - - 5/5 

6.Sir Nigel Rudd  10/10 - 4/4 3/3  

7.Stephen Russell  10/10 6/6 - 3/3 5/5 

Average attendance in per-

cent 

94,29 100 91,67 100 100 

Table 6-5 Attendance in Barclays 2005 

Source: Barclays annual report 2005 



 Appendix 6 Board attendance Barclays 2006 

NED board attendance Barclays 2006 

Non-executive directors Board Audit  Remuneration Nomination Risk 

1.Sir Richard Broadbent  8/8 - 4/4 5/5 4/4 

2.Leigh Clifford  6/8 - 3/4 -  

3.Dr Daniel Cronje 8/8 - - - 4/4 

4.Professor Dame Sandra 

Dawson  

8/8 8/8 - -  

5.Sir Andrew Likierman  8/8 8/8 - - 4/4 

6.Sir Nigel Rudd  8/8 - 4/4 5/5 4/4 

7.Stephen Russell  8/8 8/8 - 4/5  

8.Sir John Sunderland 7/8 - 4/4 -  

Average attendance in 

percent 

95,31 100 93,75 93,33 100 

Table 6-6 Attendance in Barclays 2006 

Source: Barclays annual report 2006 



Appendix 7 Board attendance Barclays 2007 

NED board attendance Barclays 2007  

Non-executive directors Board Audit  Remuneration Nomination Risk 

1.Sir Richard Broadbent  8/8 - 4/4 2/2 4/4 

2.Leigh Clifford  7/8 - 2/4 - - 

3.Fulvio Conti 7/8 6/8 - -  

4.Dr Daniel Cronje 8/8 - - - 4/4 

5.Professor Dame Sandra Dawson  8/8 8/8 - - - 

6.Sir Andrew Likierman  8/8 8/8 - - 4/4 

7.Sir Nigel Rudd  8/8 - - 2/2 - 

8.Stephen Russell  8/8 8/8 - 2/2 4/4 

9.Sir John Sunderland 8/8 - 4/4 2/2 - 

Average attendance in percent 97,22 93,75 83,33 100 100 

Table 6-7 Attendance in Barclays 2007 

Source: Barclays annual report 2007 



Appendix 8 Board attendance Barclays 2008 

NED board attendance Barclays 2008  

Non-executive directors Board Audit  Remuneration Nomination Risk 

1.David Booth 7/7 - - - 4/4 

2.Sir Richard Broadbent  7/7 - 5/5 2/2 4/4 

3.Leigh Clifford  7/7 - 4/5 - - 

4.Fulvio Conti 7/7 9/10 - - - 

5.Professor Dame Sandra Dawson  7/7 10/10 - - - 

6.Sir Andrew Likierman  7/7 8/10 - - 4/4 

7.Sir Nigel Rudd  7/7 - - 2/2 - 

8.Stephen Russell  6/7 10/10 - 2/2 3/4 

9.Sir John Sunderland 7/7 - 4/5 1/2 - 

Average attendance in percent 98,41 92,50 86,67 87,50 93,75 

Table 6-8 Attendance in Barclays 2008 

Source: Barclays annual report 2008 



Appendix 9 Board attendance Barclays 2009 

NED board attendance Barclays 2009  

Non-executive directors Board Audit  Remuneration Nomination Risk 

1.David Booth 8/8    5/5 

2.Sir Richard Broadbent  8/8  14/14 4/4 5/5 

3.Leigh Clifford  8/8  11/14   

4.Fulvio Conti 8/8 10/11    

5.Sir Andrew Likierman  8/8 11/11   5/5 

6.Sir Michael Rake 8/8 11/11  2/4 3/5 

7.Sir John Sunderland 8/8  14/14 4/4  

Average attendance in percent 100 96,97 92,86 83,33 90,00 

Table 6-9 Attendance in Barclays 2009 

Source: Barclays annual report 2009  



Appendix 10 Board attendance HSBC 2005 

NED board attendance HSBC 2005 

Non-executive directors Board Audit  Remuneration Nomination 

1.The Baroness Dunn 7/7   3/3 

2.Sir Brian Moffat 7/7 7/7  3/3 

3.The Rt Hon The Lord Butler of Brock-

well 

7/7   3/3 

4.R K F Chien 7/7 5/7   

5.R A Fairhead 5/7 6/7   

6.W K L Fung 7/7  6/7  

7.S Hintze 7/7  7/7  

8.Sir John Kemp-Welch 7/7 7/7 7/7  

9.Sir Mark Moody-Stuart 7/7  7/7  

10.S W Newton 7/7    

11.H Sohmen 7/7    

12.Sir Brian Williamson 7/7   3/3 

Average attendance in percent 97,62 89,29 96,43 100 

Table 6-10 Attendance in HSBC 2005 

Source: HSBC annual report 2005 



Appendix 11 Board attendance HSBC 2006 

NED board attendance HSBC 2006 

Non-executive directors Board Audit  Remuneration Nomination 

1.The Baroness Dunn 7/7    

2.Sir Brian Moffat 7/7 7/7  4/4 

3.The Rt Hon The Lord Butler of Brock-

well 

7/7   4/4 

4.R K F Chien 7/7 7/7   

5.J D Coombe 7/7 7/7   

6.R A Fairhead 6/7 7/7   

7.W K L Fung 6/7  6/7  

8.S Hintze 7/7  7/7  

9.J W J Hughes-Hallet 6/7    

10.Sir Mark Moody-Stuart 6/7  7/7  

11.S W Newton 6/7    

12.H Sohmen 7/7    

13.Sir Brian Williamson 7/7    

Average attendance in percent 94,51 100 95,24 100 

Table 6-11 Attendance in HSBC 2006 

Source: HSBC annual report 2006 



Appendix 12 Board attendance HSBC 2007 

NED board attendance HSBC 2007 

Non-executive directors Board Audit  Remuneration Nomination 

1.The Baroness Dunn 8/8   2/2 

2.Sir Brian Moffat 7/8 3/3  2/2 

3.The Rt Hon The Lord Butler of Brock-

well 

7/8    

4.J D Coombe 8/8 7/7 8/8  

5.R A Fairhead 6/8 7/7   

6.W K L Fung 6/8  4/4  

7.J W J Hughes-Hallet 7/8 6/7  2/2 

8.Sir Mark Moody-Stuart 8/8  8/8  

9.G Morgan 6/8    

10.S W Newton 8/8 4/4 4/4  

11.S M Robertson 7/8   1/2 

12.Sir Brian Williamson 8/8   2/2 

Average attendance in percent 89,58 97,14 100 90,00 

Table 6-12 Attendance in HSBC 2007 

Source: HSBC annual report 2007 



Appendix 13 Board attendance HSBC 2008 

NED board attendance HSBC 2008 

Non-executive directors Board Audit*  Remuneration Nomination 

1.W K L Fung     

2.J D Coombe 8/8 8/8 7/7  

3.R A Fairhead 6/8 8/8  2/3 

4.J W J Hughes-Hallet 7/8 6/8  4/5 

5.Sir Mark Moody-Stuart 8/8  7/7  

6.G Morgan 8/8  7/7  

7.S M Robertson 7/8   4/5 

8.Sir Brian Williamson 8/8   5/5 

Average attendance in percent 81,25 91,67 100 81,67 

*Several members have attended audit committee in part of invitations. Original mem-

bers are included in the table. 

Table 6-13 Attendance in HSBC 2008 

Source: HSBC annual report 2008 



Appendix 14 Board attendance HSBC 2009 

NED board attendance HSBC 2009 

Non-executive directors Board Audit Remuneration Nomination 

1.W K L Fung 8/8    

2.J D Coombe 8/8 8/8 7/7  

3.R A Fairhead 7/8 8/8  3/3 

4.J W J Hughes-Hallet 8/8 6/8  3/3 

5.Sir Mark Moody-Stuart 8/8  7/7  

6.G Morgan 7/8  6/7  

7.S M Robertson 8/8   2/3 

8.Sir Brian Williamson 8/8   3/3 

Average attendance in percent 96,88 91,67 95,24 91,67 

Table 6-14 Attendance in HSBC 2009 

Source: HSBC annual report 2009 



Appendix 15 Board attendance Lloyds 2005 

Table 6-15 Attendance in Lloyds 2005 

Source: Lloyds annual report 2005 



Appendix 16 Board attendance Lloyds 2006 

Table 6-16 Attendance in Lloyds 2006 

Source: Lloyds annual report 2006 



Appendix 17 Board attendance Lloyds 2007 

Table 6-17 Attendance in Lloyds 2007 

Source: Lloyds annual report 2007 



Appendix 18 Board attendance Lloyds 2008 

Table 6-18 Attendance in Lloyds 2008 

Source: Lloyds annual report 2008 



Appendix 19 Board attendance Lloyds 2009 

Table 6-19 Attendance in Lloyds 2009 

Source: Lloyds annual report 2009 



Appendix 20 Board attendance RBS 2005 

NED board attendance RBS 2005 

Non-executive directors Board Audit Remuneration Nomination 

1.Mr Buchan  9/9 8/9 5/5 - 

2.Dr Currie  9/9 - 5/5 - 

3.Mr Hunter  9/9 9/9 - - 

4.Mr Koch  9/9 - - - 

5.Mr MacHale  9/9 9/9 - - 

6.Sir Steve Robson  9/9 9/9 - - 

7.Mr Scott  9/9 - 5/5 4/5 

8.Mr Sutherland  8/9 - - 4/5 

Average attendance in percent 98,61 97,22 100 80,00 

Table 6-20 Attendance in RBS 2005 

Source: RBS annual report 2005 



Appendix 21 Board attendance RBS 2006 

NED board attendance RBS 2006 

Non-executive directors Board Audit Remuneration Nomination 

1.Mr Buchan  9/9 8/8 5/5 - 

2.Dr Currie  9/9 - 5/5 - 

3.Mr Hunter  9/9 8/8 - 1/2 

4.Mr MacHale  8/9 8/8 - - 

5.Sir Steve Robson  7/9 7/8 - - 

6.Mr Scott  9/9 - 5/5 2/2 

7.Mr Sutherland   8/9 - 2/5 2/2 

Average attendance in percent 93,65 96,88 85,00 83,33 

Table 6-21 Attendance in RBS 2006 

Source: RBS annual report 2006 



Appendix 22 Board attendance RBS 2007 

NED board attendance RBS 2007 

Non-executive directors Board Audit Remuneration Nomination 

1.Mr Buchan  8/9 6/6 3/3 - 

2.Dr Currie  9/9 - 3/3 - 

3.Mr Friedrich  9/9 6/6 - - 

4.Mr Hunter  9/9 6/6 - 2/2 

5.Mrs Kong  9/9 - 3/3 - 

6.Mr MacHale  9/9 6/6 - - 

7.Sir Steve Robson  9/9 5/6 - - 

8.Mr Scott  9/9 - 3/3 2/2 

9.Mr Sutherland  8/9 - 3/3 1/2 

Average attendance in percent 97,53 96,67 100 83,33 

Table 6-22 Attendance in RBS 2007 

Source: RBS annual report 2007 



Appendix 23 Board attendance RBS 2008 

NED board attendance RBS 2008 

Non-executive directors Board Audit Remuneration Nomination 

1.Mr Buchan  8/9 6/6 2/3 - 

2.Mr Hunter  6/9 - - 5/5 

3.Mr MacHale  6/9 - - - 

Average attendance in percent 74,07 100 66,67 100 

Table 6-23 Attendance in RBS 2008 

Source: RBS annual report 2008 



Appendix 24 Board attendance RBS 2009 

NED board attendance RBS 2009 

Non-executive directors Board Audit  Remuneration Nominations* 

1.Colin Buchan   9/10 5/6 4/4 3 

2.Archie Hunter   10/10 6/6 - 5 

3.Joe MacHale   10/10 6/6 - 3 

4.John McFarlane  10/10 - 3/4 3 

5.Art Ryan  10/10 - - 3 

Average attendance in percent 98,00 94,44 87,50 NO DATA 

*No data available for how many meetings scheduled 

Table 6-24 Attendance in RBS 2009 

Source: RBS annual report 2009 



Appendix 25 Age and tenure in Barclays 2005 

1.Sir David Arculus  

2.Sir Richard Broadbent  

3.Leigh Clifford  

4.Professor Dame Sandra Dawson  

5.Sir Andrew Likierman  

6.Sir Nigel Rudd  

7.Stephen Russell  

Average 

Median 

Table 6-25 Age and tenure in Barclays 2005 

Source: Barclays annual report 2005 



Appendix 26 Age and tenure in Barclays 2006 

Age Appointment Tenure 

(years) 

1.Sir Richard Broadbent  

2.Leigh Clifford  

3.Dr Daniel Cronje 

4.Professor Dame Sandra Dawson  

5.Sir Andrew Likierman  

6.Sir Nigel Rudd  

7.Stephen Russell  

8.Sir John Sunderland 

Average 

Median 

Table 6-26 Age and tenure in Barclays 2006 

Source: Barclays annual report 2006 



Appendix 27 Age and tenure in Barclays 2007 

1.Sir Richard Broadbent  

2.Leigh Clifford  

3.Fulvio Conti 

4.Dr Daniel Cronje 

5.Professor Dame Sandra Dawson  

6.Sir Andrew Likierman  

7.Sir Nigel Rudd  

8.Stephen Russell  

9.Sir John Sunderland 

Average 

Median 

Table 6-27 Age and tenure in Barclays 2007 

Source: Barclays annual report 2007 



Appendix 28 Age and tenure in Barclays 2008 

1.David Booth 

2.Sir Richard Broadbent  

3.Leigh Clifford  

4.Fulvio Conti 

5.Professor Dame Sandra Dawson  

6.Sir Andrew Likierman  

7.Sir Nigel Rudd  

8.Stephen Russell  

9.Sir John Sunderland 

Average 

Median 

Table 6-28 Age and tenure in Barclays 2008 

Source: Barclays annual report 2008 



Appendix 29 Age and tenure in Barclays 2009 

1.David Booth 

2.Sir Richard Broadbent  

3.Leigh Clifford  

4.Fulvio Conti 

5.Sir Andrew Likierman  

6.Sir Michael Rake 

7.Sir John Sunderland 

Average 

Median 

Table 6-29 Age and tenure in Barclays 2009 

Source: Barclays annual report 2009 



Appendix 30 Age and tenure in HSBC 2005 

1.The Baroness Dunn 

2.Sir Brian Moffat 

3.The Rt Hon The Lord Butler of 

Brockwell 

4.R K F Chien 

5.R A Fairhead 

6.W K L Fung 

7.S Hintze 

8.Sir John Kemp-Welch 

9.Sir Mark Moody-Stuart 

10.S W Newton 

11.H Sohmen 

12.Sir Brian Williamson 

Average 

Median 

Table 6-30 Age and tenure in HSBC 2005 

Source: HSBC annual report 2005 



Appendix 31 Age and tenure in HSBC 2006 

1.The Baroness Dunn 

2.Sir Brian Moffat 

3.The Rt Hon The Lord Butler of 

Brockwell 

4.R K F Chien 

5.J D Coombe 

6.R A Fairhead 

7.W K L Fung 

8.S Hintze 

9.J W J Hughes-Hallet 

10.Sir Mark Moody-Stuart 

11.S W Newton 

12.H Sohmen 

13.Sir Brian Williamson 

Average 

Median 

Table 6-31 Age and tenure in HSBC 2006 

Source: HSBC annual report 2006 



Appendix 32 Age and tenure in HSBC 2007 

1.The Baroness Dunn 

2.Sir Brian Moffat 

3.The Rt Hon The Lord Butler of 

Brockwell 

4.J D Coombe 

5.R A Fairhead 

6.W K L Fung 

7.J W J Hughes-Hallet 

8.Sir Mark Moody-Stuart 

9.G Morgan 

10.S W Newton 

11.S M Robertson 

12.Sir Brian Williamson 

Average 

Median 

Table 6-32 Age and tenure in HSBC 2007 

Source: HSBC annual report 2007 



Appendix 33 Age and tenure in HSBC 2008 

1.J D Coombe 

2.R A Fairhead 

3.W K L Fung 

4.J W J Hughes-Hallet 

5.Sir Mark Moody-Stuart 

6.G Morgan 

7.S M Robertson 

8.Sir Brian Williamson 

Average 

Median 

Table 6-33 Age and tenure in HSBC 2008 

Source: HSBC annual report 2008 



Appendix 34 Age and tenure in HSBC 2009 

1.S A Catz 

2.J D Coombe 

3.J L Durán 

4.R A Fairhead 

5.W K L Fung 

6.J W J Hughes-Hallet 

7.W S H Laidlaw 

8.J R Lomax 

9.Sir Mark Moody-Stuart 

10.G Morgan 

11.N R N Murthy 

12.S M Robertson 

13.J L Thornton 

14.Sir Brian Williamson 

Average 

Median 

Table 6-34 Age and tenure in HSBC 2009 

Source: HSBC annual report 2009 



Appendix 35 Age and tenure in Lloyds 2005 

Table 6-35 Age and tenure in Lloyds 2005 

Source: Lloyds annual report 2005 



Appendix 36 Age and tenure in Lloyds 2006 

Table 6-36 Age and tenure in Lloyds 2006 

Source: Lloyds annual report 2006 



Appendix 37 Age and tenure in Lloyds 2007 

Table 6-37 Age and tenure in Lloyds 2007 

Source: Lloyds annual report 2007 



Appendix 38 Age and tenure in Lloyds 2008 

Table 6-38 Age and tenure in Lloyds 2008 

Source: Lloyds annual report 2008 



Appendix 39 Age and tenure in Lloyds 2009 

Table 6-39 Age and tenure in Lloyds 2009 

Source: Lloyds  annual report 2009 



Appendix 40 Age and tenure in RBS 2005 

1.Mr Buchan  

2.Dr Currie  

3.Mr Hunter  

4.Mr Koch  

5.Mr MacHale  

6.Sir Steve Robson  

7.Mr Scott  

8.Mr Sutherland  

Average 

Median 

Table 6-40 Age and tenure in RBS 2005 

Source: RBS annual report 2005 



Appendix 41 Age and tenure in RBS 2006 

1.Mr Buchan  

2.Dr Currie  

3.Mr Hunter  

4.Mr MacHale  

5.Sir Steve Robson  

6.Mr Scott  

7.Mr Sutherland  

Average 

Median 

Table 6-41 Age and tenure in RBS 2006 

Source: RBS annual report 2006 



Appendix 42 Age and tenure in RBS 2007 

1.Mr Buchan  

2.Dr Currie  

3.Mr Hunter  

4.Mr MacHale  

5.Sir Steve Robson  

6.Mr Scott  

7.Mr Sutherland  

8.Bill Friedrich 

Average 

Median 

Table 6-42 Age and tenure in RBS 2007 

Source: RBS 2007 annual reports 



Appendix 43 Age and tenure in RBS 2008 

1.Mr Buchan  

2.Mr Hunter  

3.Mr MacHale  

Average 

Median 

Table 6-43 Age and tenure in RBS 2008 

Source: RBS annual report 2008 



Appendix 44 Age and tenure in RBS 2009 

1.Mr Buchan  

2.Mr Hunter  

3.Mr MacHale  

4.John McFarlane 

5.Arthur “Art” Ryan 

Average 

Median 

Table 6-44 Age and tenure in RBS 2009 

Source: RBS annual report 2009 


