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With that came risk and reward, with some 
companies consigned to the category of 
villain, whilst others emerged as a crisis 
hero. Morrisons’s decision to pay small 
suppliers immediately at the outbreak of the 
crisis, combined with their decision to triple 
staff bonus, left them with a reputational 
gain. Meanwhile, Wetherspoons and 
British Airways did not emerge with their 
reputations enhanced.

That very decision-making around 
stakeholders and balancing short and long 
term is precisely what Section 172 of the UK 
Companies Act covers. In this guide, you’ll 
find more on what this piece of legislation 
means for boards and individual directors, 
what both the regulator and the public 
expect, as well as the mindset and toolset 
needed to discharge your duties and evidence it.

Introduction

Every generation likes to claim 
theirs is the most challenging, but 
today’s directors probably have a 
stronger claim on this than many 
of their predecessors. 

The COVID-19 pandemic — and the short-
term-focused crisis mode it demanded — is 
making extraordinary demands on business 
leaders. Add to this the recession predicted 
to follow, alongside the growing societal 
push for stricter requirements and legal 
accountability, and the board members of 
2020 find themselves having to navigate 
decision-making in what would be troubled 
times by any historical standard.

Amongst these upheavals, the coronavirus 
brought into sharp focus the need to balance 
the demands of differing stakeholder groups. 
Directors found themselves weighing up 
the competing demands of their investors, 
employees, suppliers, and customers — and 
having to do so with limited information  
and time.  
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Who does Section 
172 apply to?
If you are a director of a UK company, then 
you are governed by the UK Companies Act 
— and Section 172 (“S172”) applies to you.

Most importantly, the size of your company 
is irrelevant. The only major difference is 
that larger organisations — those required by 
law to complete an annual report — have to 
document their S172 compliance within their 
annual report.

Which companies have to create 
Section 172 statements? 

Any company that is currently required to 
produce an annual report, i.e. those that have 
two or more of the following:

1. Turnover of more than £36 million net.

2. Balance sheet assets above £18 million net.

3. More than 250 employees.

This doesn’t mean other companies aren’t 
concerned by S172 — only that they do not 
have to produce an annual statement. The 
rest of S172 applies to every UK organisation, 
both small and large.

Experience tells us that those bigger 
organisations are typically fully conversant 
with the law and its requirements (although 
that doesn’t mean they’re always bastions 
of best practice). However, it never fails to 
surprise us how many small to medium 
companies are unaware of S172 and the 
implications on them — both as individual 
directors and as an organisation.

This is partly driven by the fact that, so 
far, few have been prosecuted under it. But 
recent convictions of directors found in 
breach of their duties under S172 show the 
regulator is now committed to enforcing the 
requirements of the act.

“In the Houghton case, although the 
defendants were acting within the scope 
of their authority (under the articles of 
association), they were found to be in breach 
of their duties under sections 172 (duty to 
promote the success of the company).”

 ~ Simmons & Simmons

 
For the avoidance of doubt, it’s the duty of 
all directors to “promote the success of the 
company for the benefit of its members 
as a whole”. In doing so, they must take 
into account: the long-term consequences 
of any decision they make; the interests 
of the organisation’s employees, suppliers, 
and customers; and the likely impact of 
its operations on the community and 
environment.
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Leaving aside the specific challenges raised 
by a crisis the like of COVID-19, in most 
instances at board level today, financial 
information is still given top priority. 

The finance report is always the first 
to follow the CEO’s report, and it’s also 
where most directors feel comfortable. A 
concerningly high 24% of directors deem 
their board packs to be too focused on this 
area, according to our joint research with  
ICSA: The Chartered Governance Institute.

While this situation may not be a problem 
if similar weight is given to customer, 
employee, community, and environmental 
issues, this is rarely the case. The availability 
of data beyond the financial tends to be scant, 
if present at all, and so these topics are often 
subject to a “deep dive” on an annual basis  
at best.

Another challenge is that financial data 
amounts to an output and so, by definition, 
is historical in nature. It’s an outcome that 
tells you what has happened in the business 
rather than what is about to take place. 

What’s the 
underlying problem? 

Non-financial information, on the other 
hand, is an input and, therefore, offers 
a more forward-facing view of business 
activity and its underlying drivers. But, again, 
joint research with ICSA indicates that, in 
the opinion of just under a third of directors, 
their board packs are backward rather than 
forward-looking.

Put another way, S172 hits directors with a 
double whammy: not only are they required 
to consider a broader stakeholder group than 
in the past, but they also need to adopt a 
more future-looking stance when doing so  
— an approach that is new to many.
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The two critical components  
of success: mindset & toolset
For the UK’s Financial Reporting Council 
(FRC), expectations are clear: meeting your 
obligations simply to the letter of the law,  
is not sufficient.

“Concentrating on achieving box-ticking 
compliance, at the expense of effective 
governance and reporting, is paying lip 
service to the spirit of the Code and does a 
disservice to the interests of shareholders and 
wider stakeholders, including the public.”

 ~ Sir Jon Thompson, CEO, FRC 

The FRC and — to an increasing extent — 
society expect companies to demonstrate 
their commitment to both the letter and 
the spirit of the law. At Board Intelligence, 
we believe doing so requires two crucial 
components: mindset and toolset.

Mindset 

The recognition that representing the 
interests of all stakeholders in how the 
business is managed, and how decisions 
are taken, builds a better, more sustainable 
business. 

toolset 

The tools to embed good practice across 
the business, and the ability to monitor 
compliance with spirit and letter. 
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Commitment to the spirit of the regulation 
is what makes mindset a critical success 
factor in compliance. Specifically, a mindset 
that believes that understanding your 
different stakeholder groups and taking 
into account their differing and sometimes 
competing interests will drive a stronger, 
more responsive business, along with a more 
challenging decision-making process.

Equally, boards must equip the entire 
organisation with the tools they need to 
succeed. Not just at board level — where 
the company secretary may be tasked with 
tracking and measuring compliance with the 
letter of the law — but also throughout all 
layers of the organisation where decision-
making is material, starting with the 
executive and management level.

Mindset without toolset runs the risk of 
being well-meaning but impotent. Toolset 
without mindset raises the risk of having an 
organisation that simply pays lip service to 
the letter of the regulation. In the eye of the 
regulator, neither will do.
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Our top recommendations  
for change

— especially when it comes to the more 
“abstract” stakeholders beyond customers  
and people.

Yet, if the decision was taken to start again 
with a blank sheet of paper, you would be 
hard pushed to find a director who would 
think it enough to review community, 
culture, suppliers, or the environment purely 
on an annual basis. If boards (rightly) discuss 
finance every time they meet, they should 
also find time to discuss these increasingly 
important levers of future financial 
performance.

So, rather than starting with last year’s 
calendar of board meetings, work with your 
chair and CEO to determine what the board’s 
priorities should be with reference to your 
different stakeholder groups. Then, distribute 
these items throughout the year, so as not to 
overwhelm the board with too many priority 
topics in a single meeting.

Finally, track your progress: 6 months 
later, has the board held the stakeholder 
discussions it originally set out to have, or 
has the urgent pushed aside the important?

Board Intelligence’s Agenda Planner will 
provide you with a bird’s eye view of your 
past and future agendas and how they reflect 
— or not — your obligations under S172.

See your agendas for the next 12–18 months 
at a glance, move items and materials 
seamlessly between meetings, update all 
timings automatically, and link items 
between forums — all to ensure every 
meeting is aligned on what truly matters.

Here are 4 recommendations on how to 
ensure you’re ready to comply with both the 
spirit and the letter of S172.  Some of these 
encompass both mindset and toolset, others 
are more singular in their focus, but all are 
based on our experience of working with 
organisations to improve and evidence the 
quality of their decision-making.

1. Balance your 
agendas, and ensure 
they remain that way
 
Improving the quality of the content of your 
board packs can be an involved undertaking. 
But reviewing your agendas should be bread-
and-butter and within the grasp of all chairs, 
CEOs, and company secretaries — who 
collectively share responsibility in ensuring 
they are fit for purpose.

A key ingredient for successful agendas is 
intent: Setting out your board calendar with 
the aim of understanding the interests of 
the different stakeholder groups. Whether 
you plan 3, 6, or 12 months in advance, you 
should be ensuring at the outset that your 
agenda is representative — and that those 
discussions that may impact or influence a 
different stakeholder group are not forgotten.

Meetings tend to be dominated by habit,  
and agendas rarely get rethought as a whole. 
As they emerge, new considerations tend 
to be piled on or squeezed wherever there’s 
time for them, which means that topics 
relating to broader stakeholder groups are 
often confined to occasional deep dives 



3. Add stakeholders  
to your dashboard
While all board packs today include financial 
data, the majority fails to present people 
(beyond headcount), customer (beyond 
sales or a high-level Net Promoter Score), 
community, environmental, and supplier 
information in a meaningful way. The 
quantum, quality, and accessibility of data 
managers rely on aren’t as established with 
non-financial information, and this tends to 
be used as a convenient excuse to omit them.

But putting stakeholder metrics out of sight 
and out of mind on account of difficulty is 
woefully failing in your duties. Instead, we 
recommend a one-page dashboard that covers 
all the core stakeholders called out in S172 to 
better represent the health of the business. 
Beyond tick-box KPIs, this should give 
answers to the questions that matter, such as:

• What is your purpose and  
are you fulfilling it? 
What’s the health of our culture? 

 Are we delivering our commitments? 

• How does this organisation create value? 
Are we rewarding the right behaviour?  

Are we attracting and retaining the right talents? 

• How do you retain your licence  
to operate and reputation? 
Are we delivering community value?  

Have there been any incidents? 

• Why do your customers buy from  
you rather than your competitors? 
Are we delighting our clients and delivering  

on our customer promise? 

Such a dashboard will be an antidote to 
financial-heavy board packs, and will help 
demonstrate the top of the house is focused 
on a balanced view of the concerns of all 
stakeholders, and not just shareholders.

2. Measure time spent 
on stakeholder-related 
conversations
An expression parents sometimes use is 
that children spell “love” “T-I-M-E”. The 
regulator takes a similar view, and argues 
that boards can’t truly take into account their 
stakeholders unless they truly take time 
to discuss them. Yet, few boards actually 
measure how much time exactly they spend 
on stakeholder-related conversations.

At the very least, records should be kept of 
approximately how long the board covered 
various topics of interest during each meeting 
(e.g. “finance”, “consumers”, or “environment”). 
The tally should then be regularly reviewed, 
and agendas adjusted as necessary.

This can be a manual, inaccurate process, so, 
ideally, technology should be helping your 
board get true transparency on the time it 
allocated or thought it spent versus the time 
it actually spent. With the right software, you 
can assign tags to agenda items and board 
papers, automatically record the time spent 
on the different stakeholders indicated by 
each of these tags, and compile the exact 
statistics you need in your annual S172 
report to evidence that directors are actively 
discharging their duties.

By doing all of the above, Board Intelligence’s 
Agenda Planner allows you to measure and 
fulfil the letter of the law while also imbuing 
the spirit of what was intended.
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We hear from many who have tried and, 
to varying degrees, failed to improve the 
content of their board pack — despite 
guidance, and training. None of it sticks, and 
that’s because behaviour is not re-wired. So, 
crucially, cascade the briefing and decision 
paper structure throughout the organisation. 
Once you’ve found a template that reflects 
the needs of the wider stakeholder groups, 
do not just use this for boardroom decisions 
— spread it, and change how decisions 
are being considered at every level of the 
organisation.

For a board to be truly confident the wider 
stakeholder groups are taken into account, 
it needs to be sure all material decisions are 
taken with said stakeholders in mind. An 
“enlightened” mindset should not just be 
the property of a small number of part-time 
board members. 

4. Consider stakeholder 
groups at every stage
Some boards can count on report authors 
who consistently think about stakeholder 
interests and always clarify the short and 
long-term implications of any decision. 
Others are decidedly not so lucky.

To rely on more than chance, organisations 
must guide the authors of decision papers, 
which in turn will support the board in 
considering all stakeholder groups during 
its decision-making process. This can be 
achieved through a three-pronged approach:

1. Effective briefing from the board, that 
ensures stakeholder interests get addressed. If 
your board makes use of a digital portal, this 
should be embedded right into it, to close the 
feedback loop between report writers  
and directors. 

2. A standard framework or template for 
decision papers, that ensures a consistent and 
disciplined approach. Here again, this should 
be centrally managed to guarantee your 
board packs remain coherent whenever these 
templates get updated.

3. Organisation-wide training, to ensure 
proper uptake amongst all. Live, onsite 
sessions are a great choice when you get 
started, but, ideally, this would also be 
available online and on demand — so that 
future new joiners don’t get left out and  
all can occasionally refresh their memory  
if needed.



Conclusion

Section 172  doesn’t require you to become 
an “ethical business”. But it codifies in 
regulation the importance of a broader 
perspective that balances shareholders  
and stakeholders for the benefit of all  
— including the long-term success of  
your organisation.

For the vast majority of directors, this 
is nothing new, and people, customers, 
communities, and more, have been part of 
their boardroom discussions for a long time. 
What changes is the need to evidence it.

For more information 
or to request a demo, 

contact us on:

+44(0) 20 7192 8200 
 

boardintelligence.coM 
info@boardintelligence.com

Doing so requires a demonstrable, 
organisation-wide change in the way 
decisions are being made, rooted in mindset 
and toolset that ensure you comply with 
both the spirit and the letter of the law. 
Supported by the right technology, this 
will not just reassure the regulator, but 
also provide you with the data you need to 
improve your boardroom conversation and 
the means to do so.



Find out More at:

boardintelligence.com/agenda-planner

Effortlessly build an 
unparalleled view of the 

next 12–18 months of 
meeting agendas across your 

organisation’s forums with 
the ability to quickly react to 

changing circumstances, no 
matter how big.

https://www.boardintelligence.com/agenda-planner

