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Shining the Spotlight 
on Director Search 

John lIm

The board of directors is the apex body of an organisation. It provides 
entrepreneurial leadership and sets strategic objectives to ensure the 
long-term success of the organisation. If an organisation is a boat, 
then the board is the rudder. As such, putting together an effective 
board is of utmost importance. The selection of new board members 
will often impact the future of the company more than any other 
board decision, with the possible exception of the selection of senior 
management.

Currently, companies expend a lot of effort and resources in the 
search for the right chief executive officer and senior executives. 
Executive search firms are hired, and sometimes, a global search 
is conducted.
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Far less attention, however, is given to the recruitment of board 
members. Even today, despite the topic having taken up hundreds 
of column inches in newspapers and numerous hours of discussions 
in conferences, many companies still rely solely on the old boys’ 
network to rope in directors.

STRuCTuRe AnD PRoCeSS

The importance of having a structured nomination and appointment 
process for company directors cannot be over-emphasised.

The first step in this process is an honest assessment of the 
collective skills and attributes of the existing board.

Next, the company has to determine the main challenges it faces 
as well as potential challenges and opportunities going forward. The 
needs of the company must be clearly established and periodically 
re-established.

Only when these two steps are done can a company ascertain the 
gaps in expertise, experience or perspectives that need to be filled on 
its board. The search for the right candidate comes after that.

The search process can also be more structured. Companies can 
engage external parties such as search firms to broaden their search. 
In addition, SID has a Board Appointment Service that seeks to 
provide an affordable matching service for searches from within its 
database of members.

enhAnCInG TRAnSPARenCy

Once the new director is appointed to the board, he will be required 
to retire at the next annual general meeting (AGM) and submit 
himself for re-election. Accordingly, the full details of the new 
director’s credentials and curriculum vitae should be included in 
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the annual report to be sent out to shareholders some two to three 
weeks before the AGM. This too should apply to existing directors 
who are up for re-election by rotation.

The chairperson of the nominating committee (NC) should be 
present at the AGM to endorse the directors to be re-elected and 
explain to shareholders what skills and expertise the company requires 
now and in the near future, and what each of the directors brings to 
the table and how he or she can complement the existing board.

The chair of the NC should also be prepared to answer questions 
from shareholders on the selection process and the suitability of 
each director.

Elections of directors should be by poll, and not by show of 
hands. How many times have you seen any hands raised to oppose 
a candidate during an AGM?

The criticism of the “one share one vote” polling system is that 
the majority shareholders can outvote the minority shareholders.

One suggestion that has therefore often been raised is for minority 
shareholders to be allowed to nominate a number of independent 
directors that is proportionate to their stake in the company. I 
do not believe this is a good idea. This may create factions in the 
boardroom. All directors, when voted in, should work effectively 
together in the best interest of the company as a whole.

WAlKInG The TAlK

Our Code of Corporate Governance spells out what should be done 
in the appointment and re-appointment process of directors.

Many companies have to date adopted effective board selection 
and appointment processes but many others have yet to fulfil this 
basic role, that is, to implement a process that enables them to come 
up with the best possible candidates for the board.



164

BoARDRoom mATTeRS Volume II

Unless we are willing to go through the process described above, 
all the talk on the importance of corporate governance and of putting 
together an effective board is unlikely to be productive.

This is a set of best practices that should be seriously propagated. 
However, mandating them through more regulations should not 
be necessary. 

Market discipline and self-governance are what make good 
governance practices sustainable. Thus, we need all stakeholders 
of our corporate governance eco-system – be they shareholders, 
intermediaries or the media – to call out when unqualified candidates 
get voted in.

For major shareholders, the realisation must be that the business 
environment is getting more complex and competitive. Without 
a high-functioning board to help it navigate, the company may 
ultimately not realise its full potential. ■


