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Letter From the CEO
Welcome to the 2017–2018 edition of the
NACD Private Company Governance Survey. For more than a decade, this report
has helped directors stay on top of governance trends and practices and benchmark
their boards against a large set of privately
owned organizations. By looking at data on
board structure, composition, education, and
board evaluations, for example, directors can
ensure their boards continue to be fit for purpose.
Peter R. Gleason

Private organizations account for an enormous part of the U.S. economy. They make
up a large and growing part of the U.S. economy that is dynamic, innovative, disrupting,
and changing. Given the pace and scale of
these changes, it is no surprise that both
executives and boards are interested in
understanding how these forces impact the
work of the boards. In addition to benchmarks on governance practices, this year’s

report offers detailed insights into the directors’ outlook for the next year on:
•• key business trends and critical board priorities;
•• directors’ involvement in strategy development;
•• the state of boards’ risk oversight, specifically cyber risk; and
•• the progression of private company governance.
NACD offers a number of additional resources
to help boards improve their performance.
Our benchmarking reports use proprietary
survey data to create detailed and customized analyses. Blue Ribbon Commissions,
Fortune 500 Advisory Councils, and other
roundtable events bring directors from the
country’s leading companies together with

2017–2018 Private Company Governance Survey

governance stakeholders to discuss critical
issues facing the boardroom. NACD Directorship magazine and the NACD Directors
Daily enewsletter aggregate and explore the
news essential to effective board service.
Our Director Professionalism® and Master
Class programs offer interactive education
by directors, for directors. Finally, our online
resource centers bring together all relevant
thought leadership, analysis, data, and practical guidance on key board topics. Thank
you for using this report in conjunction with
NACD’s other member resources to advance
exemplary board service.

August 2018
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About Our Survey
The 2017–2018 NACD Private Company Governance Survey presents findings
from our annual questionnaire. This report details the nearly 400 private company
responses received from various private company types. Findings from our Public
Company Governance Survey are published separately. The first section of this publication presents key findings from our analysis of the data. The second section is a
chart-based data appendix. This presents aggregate responses to questions covering the most critical board leadership and governance topics. Results come from the
more than 80 survey questions. To identify and articulate key findings, NACD used a
variety of descriptive statistical techniques.
Changes From the 2016–2017 NACD Private Company Governance Survey
To keep up with changing trends and our members’ growing benchmarking needs, we
continuously refine and improve our survey instrument. This year’s survey includes
dozens of new questions that allow for a deeper analysis of issues important to directors, including the following topics:
•• Cybersecurity oversight
•• Understanding of corporate culture
•• Use of board evaluations
•• Managing director tenure

2017–2018 Private Company Governance Survey
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Methodology and Demographics
Data Collection

Analysis

Leveraging its proprietary member database as a sample frame, NACD sent e-mail
invitations to directors and others who serve private company boards asking them
to participate in our annual governance survey. The questionnaire was administered
electronically, and respondents were instructed to respond on behalf of one of the
boards they served. Those serving on multiple boards were encouraged to fill out
surveys reflecting their experiences on each of them.

For questions regarding matters of individual opinion, each response is counted
individually. If the unit of analysis for a given question is the board itself, such as
those regarding board structure, duplicate responses on behalf of the same board
are counted once. Percentages are based on the total number of responses specific to each question. For example, if a question received only 400 out of 414 total
responses, and 300 respondents answered “yes” while 100 answered “no,” the result
is reported as 75 percent affirmative. In some cases, survey responses totaling less
than 5 percent are not represented in graphs for the sake of clarity.

Which of the following best describes your
status with respect to the board for which you
are taking this survey?

Respondent Company Annual Revenue
17%

15%

10%

<$10M

9%

7%

$10M–
$25M

$25M–
$50M

$50M–
$100M

$100M–
$250M

13%

12%

$250M–
$500M

5%

6%

$500M–
$750M

$750M–
$1B

3%
$1B–$5B $5B–$10B

5%
>$10B

34%

16%

Financials

Industrials

14%

Information
Technology

Consumer
Discretionary

7%

Consumer
Staples

Health Care

2017–2018 Private Company Governance Survey

5%

5%

Energy

Materials

11%

General counsel/Corporate
secretary

6%

Non−independent, non−
executive director

6%

Other corporate executive

5%

13%
7%

18%

Executive director
CEO

Respondent Company Sector

66%

Independent director
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2017–2018 Private Company Board Snapshot

Chair is an independent
director

43%
30%

Combined chair/CEO

80%

Audit

67%

Compensation

8
5

Average board size

Chair is an executive director
other than the CEO

11%

Nominating and governance

Chair is a non−independent,
non−executive director

10%

Executive

Chair is a former CEO of the
company

Board Size

Standing Committees (Percentage of Organizations)

Leadership Structure

7%

60%
39%

Finance

26%

Risk

18%

Investment

18%

HR/Management
development

14%

Strategy

13%

Technology

9%

Legal/Compliance

8%

Employee
benefits/Retirement plan

7%

Sustainability/ESG/CSR
Other

Average number of independent directors

1%
13%

Key Takeaway
The 2017-2018 Board Snapshot showed no meaningful changes in responses from last year across leadership
and committee structure, board size, and number of independent directors and female or minority directors.
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Board Diversity

22
%
11
%

Female

Racial or ethnic minority
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Ten Key Findings

1 Are Our Boards True Strategic Assets?
2 Growing Business Disruption Drives Boards to Prioritize
Their Contribution to Strategy Setting

3 Go Beyond IT Reporting to Seek Effective Assurance
Over Cybersecurity Programs

4 Board Evaluations Are Seen as More Valuable When
They Include Individual Assessments

5 Very Few Private Boards Are Focused on Improving
Their Diversity

6 Private Company Director Compensation Snapshot by
Ownership

7 Board Retainer Fees Do Not Vary Much Across Industries

8 Boards Should Assess Culture Beyond the Tone at the
Top

9 Private Boards Use Few Formal Mechanisms to Regulate Director Tenure

10 Board Improvement Focus Is Undermined by Busy Governance Agendas
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Are Our Boards True Strategic Assets?
To stay fit for purpose in this volatile environment of perpetual change, many private-company boards are trying
to professionalize and improve how they operate. The
Report of the NACD Blue Ribbon Commission on Building the Strategic-Asset Board advocated for establishing a process of continuous improvement in the boardroom. Several of the catalysts of ongoing improvement
identified by the commission are listed in the table to
the right along with an assessment of how much progress private company boards have made toward becoming true strategic assets to their companies.

Strategic Asset Board Scorecard
Area

Board Education

Board Operations and
Time Allocation

Board Succession
Planning

Board Evaluation
Process

Strategy and Long-Term
Value Creation

2017–2018 Private Company Governance Survey

Change From
2016

Description
Although there has been a slight increase in the average number of director
education hours, from 18.7 in 2016 to 21.0 this year, boards continue to seek
more time for education.
Most directors believe their boards spend the right amount of time on core
oversight activities. However, about half of members believe that more time
should be spent on board improvement activities.
More than one-third of boards have no tenure-limiting mechanism, and slightly
more than one-fifth have term limits, about the same as those that report age
limits for board service. This showed little change from last year and is below
what public company boards report.
Most organizations now perform some type of board evaluation at the full
board level and one other level: committee chair, full committee, or individual.
However, just 39 percent of organizations evaluate individual directors, which
NACD regards as a crucial element of effective board evaluation.
Similar to last year, 71 percent of boards say that their strategy oversight is
not or just slightly compromised by short-term pressures. Sixty-three percent
of boards discuss customers’ changing needs, and 61 percent have assessed
the organization’s competitive environment. However, just 34 percent of boards
have developed or reviewed the organization’s risk appetite framework, and
only 24 percent have taken time to evaluate risk interdependencies.
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Growing Business Disruption Drives Boards to Prioritize Their Contribution to Strategy Setting
Key Insight: Boards see a number of disruptive and
interrelated business trends impacting their organizations. More than half of boards, 58 percent, identified
significant industry changes as a top five trend impacting their organization. The business environment is
changing faster and the impact of changes seems larger
than ever. With this in mind, 80 percent of boards report
that they need to improve their understanding of risks
and opportunities and 71 percent seek to improve their
contribution to strategy development.
Why It Matters: Exponential change in technology and
volatility in the economic and geopolitical environment
are forcing boards to be more thoroughly engaged in
strategy. Getting corporate strategy right has become
even more difficult, and the stakes are higher than ever.
Beyond more proactive engagement in strategy, boards
should take a hard look at gaps in current levels of
director knowledge and skills to determine if more education or a different board composition is necessary to
stay relevant.

Trends With the Greatest Impact Over the Next
12 Months (Percentage of Respondents Who
Rated a Trend in Their Top Five)
58%

Significant industry changes
Competition for talent
Business model disruptions
Cybersecurity threats
Changing global economic
conditions

Guidance for Boards: To improve their oversight of
these disruptive forces, boards may consider the use
of separate advisory bodies–with no fiduciary duties
but meaningful insight into the possible consequences
of external changes for strategy and growth. Boards
should also set the expectation for management to
produce more forward-looking reports on key risks and
opportunities, present scenarios, and consider the possible effects of high-impact, low-likelihood risk events.
Finally, strategy and disruption discussions should be a
recurring item on board agendas.

2017–2018 Private Company Governance Survey

48%
44%
41%
36%

For your board, how important are
improvements in the following areas over the
next 12 months? (Percentage of Respondents
Rating Important or Very Important)
The board's understanding of
risks and opportunities affecting
company performance
The follow-through on
recommendations coming out of
board meetings

80%
72%

The board's contribution to the
strategy development process

71%

The candor of board discussions

70%

The board's monitoring of the
strategy execution

68%

Top Trends by Type of Private Company
Family Owned

Private Equity Owned

Significant industry changes

58%

Technology disruptions

46%

Competition for talent

57%

Business model disruptions

41%

Business model disruptions

47%

Competition for talent

36%
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Go Beyond IT Reporting to Seek Effective Assurance Over Cybersecurity Programs

Why It Matters: Private companies are less likely than
their public peers to have fully mature legal, audit, and
compliance functions that can offer additional perspectives on cyber and data privacy risks and vulnerabilities. As a result, directors need to guard against a false
sense of security based on reports from their company’s IT organization about the effectiveness of current
cybersecurity programs and future risk exposures.

Which representatives from management
report to the board about the state of
cybersecurity?
58%

CEO

47%

CIO
CISO (chief information
security officer)

21%
20%

Head of internal audit
General counsel
Head of risk
Compliance officer
Other

Guidance for Boards: Make cybersecurity a more frequent reporting requirement in conversations with the
general counsel and the head of internal audit. Consider
expanding scope and resources of such functions to
effectively address cyber risks. Boards should consider
independent, third-party perspectives about the threat
environment and strength of the company’s cyber practices. For actionable guidance, please review the NACD
Director’s Handbook on Cyber-Risk Oversight.

2017–2018 Private Company Governance Survey

Boards that are More Satisfied with Cyber
Information Receive Information from More
Sources

16%
12%
9%
15%

Average number of executives reporting on cyber issues

Key Insight: Cybersecurity continues to be a top concern for nearly every board. To improve oversight,
boards should seek a broad perspective from across the
C-suite. Though critical to cyber-risk oversight, relying
on reporting from the CEO, CIO, or CISO is insufficient.
Cyber implications often extend beyond the narrow technical concerns over defenses and detective controls to
the quality of the company’s risk culture, supply chain
management, growing regulatory risk, business strategy, personnel processes, new-product development,
and company reputation.

3

2.6
2.1
2

1.7
1.1

1

0

Very
dissatisfied

Dissatisfied

Satisfied

Very
satisfied

Satisfaction with Quality of Cyber Information
Provided by Management

Management Representatives Reporting to the
Board on Cybersecurity (Top Three)
Family Owned

Private Equity Owned

CEO

50%

CEO

50%

CIO

46%

CIO

31%

CISO

18%

GC

25%
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Board Evaluations Are Seen as More Valuable When They Include Individual Assessments
Key Insight: NACD analysis suggests that board evaluations are more valuable when they include an assessment of individual directors. The use of individual evaluations significantly improves the overall respondent
perception of overall board evaluation effectiveness.
Why It Matters: The introduction of rigorous board evaluations, especially individual assessments, can greatly
enhance board performance. This is especially true for
boards of family-owned businesses, which have few
independent directors, and for investor-owned businesses where board governance is largely fixated on
driving short-term financial results and may discount
the value of a top-performing board in turning their companies around and creating long-term value.

Which of the following are evaluated in your
board evaluation process?
59%

Full board performance

1x

1.16x

43%

Committee performance
Individual director
performance

39%

Our board does not
conduct evaluations

29%

Management−board
relations

Full board
evaluation only

27%

Committee chair
performance
Other

Proportion of Organizations Reporting They Are
"Very Satisfied" With Board Evaluations

Full board and
individual evaluation

25%
2%

Guidance for Boards: Boards should consider including rigorous individual evaluations into their broader
board evaluation process and seek ways to connect the
outputs to action steps to improve the performance of
individual directors and the board as a whole. Individual
evaluations are most successful when they clearly connect individual behaviors to desired board outcomes
and leave the director with clear and actionable guidance for improving their contribution in the boardroom.
The NACD Board Evaluation Resource Center collects
thought leadership and leading practices on the topic.

Which Levels of the Board Are Evaluated?
Family Owned

2017–2018 Private Company Governance Survey

Private Equity Owned

Full board

58%

Full board

37%

Committee

33%

Individual directors

26%

Individual directors

30%

Committee

32%
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Very Few Private Boards Are Focused on Improving Their Diversity
Key Insight: Just 33 percent of private boards report
diversity as an area for improvement over the next year,
but few have taken action over the past year. Private
organization survey respondents report that only 22
percent of board members are female and 11 percent
are a racial or ethnic minority, virtually no change from
2017. While many have taken some steps toward diversifying their composition, few are making it a core part
of their board improvement strategy.
Why It Matters: Boards that are committed to improving their diversity can gain a richer mix of experiences,
backgrounds, perspectives, and ways of thinking that
will contribute to the board’s enhanced value.1 Visible
commitment to board diversity is increasingly important
to consumers, regulatory bodies, and investors and will
be perceived as a positive governance attribute when
private firms consider going public.
Guidance for Boards: Boards committed to diversity
should pursue a multifold strategy, as ad hoc actions
are likely insufficient to create long-term impact. When
considering boardroom diversity, boards should consider setting a requirement that new director pipelines
include candidates from diverse backgrounds and
decrease emphasis on prior board service as a criterion
for every new director. NACD’s Board Diversity Resource
Center contains additional resources, commentary, and
tools to assist boards in this area.

<1

Board Diversity Actions (Percentage of Organizations)
39%

Expanded criteria

Average number of diversity actions

21%

Increased board size

20%

Diversified nom/gov committee
Adopted formal diversity targets
Instituted or changed term limits

7%
5%

Board Diversity Actions (Top Three Used)
Family Owned

Private Equity Owned

Increased the size of the board

29%

Expanded director search criteria

31%

Expanded director search criteria

27%

Increased the size of the board

31%

Diversified composition of the nom/gov committee

18%

Adopted formal diversity targets

13%

Vanessa Furhmans, “Companies With Diverse Executive Teams Posted Bigger Profit Margins, Study Shows,” The Wall Street Journal, Jan. 18, 2018; Heidi Grant and David Rock, “Why Diverse
Teams are Smarter,” Harvard Business Review, Nov. 4, 2016; Tim Smedley, “Diversity at the Top Pays Dividends,” Financial Times, March 7, 2016.

1
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Private Company Director Compensation Snapshot by Ownership
We created the Compensation Snapshot to help directors and boards gain more insight into private company
director pay, which is often difficult to benchmark due
to the lack of disclosure required of public companies.
The following data offers a glimpse into director pay
practices across a variety of private company ownership
structures.

Ownership

How are directors
compensated?

If directors are
compensated with
equity, what type of
equity is granted?

If directors are
compensated with
equity, how does the
company grant the
equity to directors?

Does the director
compensation
program include any
of the following?

If your board uses
the following cash
components for
director compensation,
please indicate the
amount.

2017–2018 Private Company Governance Survey

Employee

Family

Founder

Investor

Mutual

Cash

93%

96%

76%

80%

97%

Equity

55%

20%

44%

60%

0%

Perquisites

3%

0%

5%

0%

3%

Reimbursement

55%

53%

45%

45%

59%

Options

13%

0%

26%

80%

NA

Full Value

19%

30%

39%

20%

NA

Other

69%

70%

48%

13%

NA

Fixed Shares

38%

33%

52%

63%

NA

Fixed Value

38%

56%

22%

19%

NA

Combination

25%

11%

30%

19%

NA

Board Chair Fees

77%

63%

67%

60%

88%

Committee Chair Fees

82%

87%

57%

50%

85%

Committee Meeting Fees

55%

53%

57%

50%

67%

Annual Retainer

$36,071.43 $39,607.89 $42,681.82 $59,170.83 $64,050.00

Committee Chair Fee

$8,888.87

$8,134.62

$9,772.73

$11,666.67 $21,988.89

Board Meeting Fee

$2,412.50

$3,726.67

$2,342.31

$5,675.00

$2,226.15

Committee Meeting Fee

$1,574.09

$2,146.05

$1,671.40

$5,000.00

$1,124.17
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Key Insight: Across industries, board retainers do not
vary much. Half of all directors see a retainer between
$40,000 and $60,000. Retainers make up the vast
majority of private board compensation—accounting for
70 to 100 percent of director compensation.

Annual Director Retainer, data collected in 2017

Why It Matters: Boards tend to focus their compensation benchmarks—and their consulting dollars—on peer
and industry comparisons. In reality, there is relatively
little variation across industries, limiting the value of
peer comparisons. Boards might be better served by
beginning their discussions with questions about roles,
responsibilities, and risks of board service, rather than
moving too quickly to peers. One might expect that
board seats that require a larger time investment would
lead to more compensation. However, survey analysis
showed little relationship between compensation and
director time commitment.

Annual Retainer

Board Retainer Fees Do Not Vary Much Across Industries

Guidance for Boards: Private company boards might
begin to consider the risk a board seat presents, both
personally and professionally, when determining compensation. Additional pay should be considered for roles
requiring heavy workloads, such as that of committee
members and chairs. A strong majority of public companies analyzed in our 2017–2018 Director Compensation Report provided additional compensation to directors who serve as members of a board committee.

How to Read a Box Plot

$150,000

$100,000

$50,000

$0
Financials

IT

Materials

Health
Care

Industrials Consumer Consumer
Staples Discretionary
Sector

Outlier
Maximum
Greatest value, excluding outliers
Upper Quartile
25% of data greater than this value
Median
50% of data is greater than this value
Lower Quartile
25% of data is less than this value
Minimum
Least value, excluding outliers
Outlier
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Boards Should Assess Culture Beyond the Tone at the Top
Key Insight: Private company boards have a limited
understanding of the strength of corporate culture below
the tone at the top. While 82 percent of directors rate
their understanding of tone at the top as high or very
high, only 34 percent can say the same about the mood
in the middle and a paltry 21 percent for the buzz at
the bottom. This skewed, top-heavy perspective about
culture can blind directors to significant cultural problems that are emerging deeper in the organization and
increase the likelihood of all types of risk to the business.
Why It Matters: Warnings sign of a deteriorating culture often cannot be detected by assessing tone at the
top but are revealed through cracks in the middle and
frontline cultures. Boards that actively look at data from
across the organization, as well as from independent
sources, will likely be able to spot emerging issues and
mitigate risks emanating from toxic work cultures. Further, for private firms, the strength of a cohesive culture
is often a core differentiator compared with public companies in the attraction and retention of talent.
Guidance for Boards: Boards should work to formalize
their oversight of corporate culture and seek a diverse
approach that makes use of internal and external
sources of information, including employee data from
surveys, HR reports, helpline calls, direct observations
from local visits and conversations with staff below the
C-suite, and outside data from social media and other
sources. The Report of the NACD Blue Commission
on Culture as a Corporate Asset provides boards with
actionable guidance on how to improve oversight of culture.

Prevalence of Organizational Culture Oversight Practices
(Percentage of Organizations)
Discussed whether existing
compensation practices are driving the
right behaviors

54%

Assessed the strength of alignment
between the company’s purpose,
values, and strategy

46%

Formally evaluated the CEO’s
leadership in culture values

46%

Discussed whether financial and other
performance results are achieved in a
manner consistent with the
organization’s culture and values

36%

Visited different company locations to
develop a firsthand view of the culture

32%

Reviewed whistleblower/helpline
reports

31%

2017–2018 Private Company Governance Survey

49%

29%

High/very high
Moderate
Low/very low

46%
14%
3%

33%

21%

34%

82%

42%

Assessed executive candidates for
culture/values fit

Held confidential discussions with
leaders below the C−suite

34%

49%

Reviewed employee survey results

Reviewed code of conduct/values
violations

Level of Understanding of Corporate
Culture Health (Percentage of Directors)

Tone at
the Top

17%
Mood in
the
Middle

Buzz at
the
Bottom

High or Very High Understanding of
Corporate Culture at the Three Levels
Family
Owned

Private Equity
Owned

Tone at the top

80%

72%

Mood in the middle

16%

17%

Buzz at the bottom

15%

0%
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Private Boards Use Few Formal Mechanisms to Regulate Director Tenure
Key Insight: Just 33 percent of private boards report
diversity as an area for improvement over the next year,
but few took action across the past year. Private organization survey respondents report that only 22 percent
of board members are female and 11 percent are a
racial or ethnic minority—virtually no change from 2017.
While many respondents report that their boards have
taken some step toward diversifying their composition,
few pursue a comprehensive approach or make it a core
part of their board improvement strategy.
Why It Matters: Boards that are committed to improving their diversity can gain a richer mix of experiences,
backgrounds, perspectives, and ways of thinking that
will contribute to the board’s enhanced value. Visible
commitment to board diversity is increasingly important
to consumers, regulatory bodies, and investors and will
be perceived as a positive governance attribute when
private firms consider going public.

Which of the following approaches does your board use to manage
director tenure?
My board’s policy does not include
tenure−limiting mechanisms

37%

Director replacement based on a skills−
gap analysis of the board

26%
22%

Term limits

21%

Age limits
Director replacement based on individual
director performance evaluation

20%

Submission of letter of resignation upon
change of professional status

Guidance for Boards: At a minimum, nominating and
governance committees should strive for a balanced
mix of tenures on the board—for example, maintaining a
composition that includes at least one director with less
than 5 years of service, one with 5-10 years of service,
and one with 10 years or more of service. The Report
of the NACD Blue Ribbon Commission on Building the
Strategic-Asset Board has detailed guidance and tools
to support boards’ continuous-improvement efforts,
including long-term succession planning, board evaluation processes, and more.

2017–2018 Private Company Governance Survey

Other

11%
3%

Use of Term and Age Limits
Family Owned

Private Equity Owned

Term limits

25%

17%

Age limits

20%

11%
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Board Improvement Focus Is Undermined by Busy Governance Agendas
Key Insight: Directors report they would like to spend
more time on board improvement activities. Nearly half
of private company directors do not believe they spend
enough time preparing for the future. Fifty-eight percent
would like to spend more time on director education, 50
percent on board succession planning, and 49 percent
on board evaluations.

Over the past 12 months, do you believe that your
board allocated enough time in meetings to the
following issues?

Why It Matters: In general, boards report that they have a
good handle on core governance issues such as compliance and financial oversight. However, important levers
of improved board performance often get crowded out
in what seems to be an always expanding list of items
on board agendas. This ultimately could render both collective board and individual contributions less valuable.
Guidance for Boards: As boards’ responsibilities continue to expand, directors should take time to identify
and prioritize the most critical issues on the board
agenda for the coming year, and seek efficiencies
around more routine and procedural governance matters. For example, boards may benefit by reducing time
spent on management presentations, which are likely
already included in the board materials, and make use
of consent agendas for routine items. Boards can also
do a review of committee charters to ensure that the
allocation of responsibilities among committees, and
between the full board and committees, is appropriate.
NACD’s Director FAQ: Setting the Board Agenda contains actionable strategies for streamlining meetings
and creating space for new agenda items.

No

Yes

Director education

58%

42%

Board succession planning

50%

51%

Board and director evaluations

49%

52%

Cyber risk

43%

57%

Board recruitment and succession

40%

60%

CSR

39%

61%

Organizational culture

39%

62%

Executive talent management/leadership
development

36%

64%

CEO succession

35%

65%

Strategic planning and oversight

31%

69%

CEO evaluation

30%

70%

Risk oversight

28%

72%

Executive compensation

23%

77%

Regulatory compliance

22%

78%

M&A

22%

78%

Relations with shareholders/owners

19%

81%

Private Equity Owned

Financial oversight/Internal controls

11%

89%

CSR

25%

Director education

20%

Cyber risk

13%

0%–19%

20%–39%
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40%–59%

60%–79%

80%–100%

Top Three Areas That Respondents
Want to Spend More Time On
(Percent of Organizations)
Family Owned
Board and director evaluations

47%

Board succession planning

44%

Director education

40%
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Appendix:
Private Company Governance Survey

•

Respondent Information

•

Risk

•

Compensation

•

Strategy

•

Culture

•

Structure

•

Cyber

•

Tenure

•

Evaluations
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RESPONDENT INFORMATION
Respondent Company Annual Revenue
17%
15%

13%

12%
10%

9%
7%

<$10M

$10M–$25M

$25M–$50M

5%

$50M–$100M

$100M–$250M

$250M–$500M

$500M–$750M

6%
3%
$750M–$1B

$1B–$5B

$5B–$10B

5%

>$10B

Respondent Company Sector
34%

16%

Financials

Industrials

14%

Information
Technology

13%

Consumer
Discretionary
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7%

7%

Consumer
Staples

Health Care
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5%

5%

Energy

Materials
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RESPONDENT INFORMATION
Business Entity Type

Which of the following best describes your status with respect to the board
for which you are taking this survey?
77%

Corporation

13%

Limited liability company (LLC)

7%

Cooperative
Partnership
Sole proprietorship

3%
0%

18%

Executive director
CEO

11%

General counsel/Corporate secretary

6%

Non−independent, non−executive director

6%

Other corporate executive

2017–2018 Private Company Governance Survey

66%

Independent director

5%
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COMPENSATION
What are the key financial metrics used by your board to set CEO pay?
59%

Profits

What are the key non−financial metrics used by your board to set CEO pay?
53%

Employee engagement morale

48%

Sales (revenue)

46%

Customer satisfaction

EBITDA

45%

Risk management effectiveness

27%

Product quality

27%

33%

Cash flow

22%

Assets

Regulatory compliance record

23%

Total shareholder return (TSR)

20%

Workplace safety

23%

Hybrid measures such as EVA or
cash flow return on investment

20%

Maintaining good standing with regulators

22%

Ratios such as earnings per
share (EPS)

17%

Employee turnover

15%

Stock price (other than TSR)

8%

Non−financial measures are not used
when determining executive compensation

Other

9%

Measures related to environmental
corporate social responsibility (CSR)

9%

Workplace diversity

8%

15%

13%

Other

You have indicated that your board approves or reviews compensation
below the executive officers...?

How are directors compensated?
88%

Cash

79%

SVPs/Managing directors

49%

VPs

Perquisites or other benefits
Section 16 “insider” officers
Other

1%

32%

Equity−like vehicles

27%

High−potential managers

53%

Reimbursement for expenses

3%

6%
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COMPENSATION
How does your board minimize unintended risks flowing from executive compensation?
The compensation committee reviews overall compensation approach
to ensure it drives the right behaviors

60%

The compensation committee considers qualitative performance as
well as quantitative metrics when setting goals

58%

The compensation committee balances short-term and long-term
performance metrics

53%

Board committees collaborate on developing and monitoring incentive
plans

46%

The compensation committee actively exercises discretion in finalizing
pay outcomes

38%

The compensation committee limits the upside opportunity so the
payout is not excessive
Incentive payouts are subject to mandatory deferral to align
participants with longer-tailed risks

37%
17%

Executives are subject to stock-ownership guidelines to align their
interests with shareholders after awards are earned and vested

14%

Incentives are subject to clawback after they have been paid to allow
the company to recoup compensation that was inappropriately earned

14%

The board uses a “risk appetite” framework to set appropriate
performance targets

What other oversight activities is the
compensation committee of your board
responsible for?
Benefits such as retirement
or insurance plans
Management succession
planning

68%
47%

Internal pay equity
Talent development and
training programs

38%

Human resources function

37%

Corporate diversity
programs

12%
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CULTURE
To what extent have you found that the following barriers have hindered your board’s ability to oversee the organizational culture?

6%
18%

5%
16%

8%
13%

5%
13%

5%
10%

4%

2%

7%

7%

9%

18%

16%
23%

30%

24%

20%

19%

28%

25%

To a great extent
To a significant extent

28%

Moderately
Slightly

29%
29%

Not at all

36%
61%
45%

45%
24%

Inadequate metrics to
assess the health of
the organizational
culture

34%
21%

20%

The pace of
change in the
organization

Not enough time
during board
meetings for in−depth
culture discussions

Lack of visibility
into underlying
cultural issues

2017–2018 Private Company Governance Survey

Lack of visibility into
underlying cultural
issues

Senior management
is overtly defensive
about owning the
culture

Existence of many
different sub−
cultures across the
organization
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CULTURE
Which of the following oversight practices has your board performed to
assess the organizational culture?
Discussed whether existing compensation practices
are driving the right behaviors

54%
49%

Reviewed employee survey results

Which of the following representatives report about the health of the
organizational culture to the board?

46%

Legal

Formally evaluated the CEO’s leadership in culture
values
Discussed whether financial and other performance
results are achieved in a manner consistent with the
organization’s culture and values

46%

Internal audit

36%

Reviewed code of conduct/values violations

Enterprise risk management

11%
10%

Compliance & ethics

Visited different company locations to develop a
firsthand view of the culture

32%

Outside consultants

Held confidential discussions with leaders below the
C−suite

29%

Reviewed data from sources outside the company
related to culture

Outside counsel
Other

9%
1%
6%

26%

Conducted exit interviews with departing executives

17%

Evaluated “conduct” risk as part of periodic risk
reviews

16%

Assigned clearly defined roles to its standing
committees with regards to culture oversight

15%

Participated in the organization’s training programs
related to culture and conduct

14%

Attended continuing external education events on
corporate culture and conduct

13%

Our board has not assessed the organization’s
culture in the past 12 months

15%
12%

33%

31%

16%

External audit

Assessed executive candidates for culture/values fit

Reviewed whistleblower/helpline reports

51%

Human resources

Assessed the strength of alignment between the
company’s purpose, values, and strategy

42%

91%

CEO

8%
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CULTURE
How would you rate your board’s understanding of the health of the
organizational culture at each of the following levels?
7%

Reviewed board governance principles,
mission statement, etc.

4%

38%

Included cultural components in director
search and recruiting criteria

27%

34%

50%

55%

Discussed boardroom culture during
executive sessions

17%

32%

Which of the following practices has your board performed to assess its
own culture over the past year?

Included cultural components in the
onboarding program for new directors

27%

Included questions about boardroom
culture in board committee and/or
individual director evaluations

27%

We have not assessed boardroom
culture in the past 12 months
Very high
High
Moderate
Low
Very low

49%

30%

29%

Held workshops on culture in the
boardroom

23%
2%

How confident are you in the senior leadership team’s ability to sustain
a healthy organizational culture in a period of significant performance
challenges?
36%

Very confident

40%

Confident

14%

14%

2%
1%

3%

Tone at the Top

Mood in the Middle

18%

Moderately confident

17%

Buzz at the Bottom
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Slightly confident

3%

Not at all confident

2%
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CYBER
Which representatives from management report to the board about the
state of cybersecurity?

Which of the following cyber-risk oversight practices has the board
performed over the last 12 months?
Reviewed the company’s current approach to
protecting its most critical data assets

65%

Communicated with management about the
types of cyber-risk information the board
requires

58%
54%

Reviewed the technology infrastructure used to
protect the company’s most critical data assets

48%

Reviewed the company’s response plan in the
case of a breach
Assessed risks associated with third-party
vendors or suppliers

43%

Assessed risks associated with employee
negligence or misconduct

33%

Reviewed the scope of cyber coverage in the
case of an incident

29%

Leveraged external advisors such as
consultants or government agencies (e.g., FBI)
to understand the risk environment

27%

Assigned clearly defined roles to its standing
committees with regards to cyber-risk oversight

27%

Attended continuing education events on cyber
risk

25%

Discussed the legal implications of a breach

25%

Leveraged internal advisors such as internal
auditors or the general counsel for in-depth
briefings
Assigned clearly defined roles to the full board
with regards to cyber-risk oversight
Evaluated the cybersecurity consequences of
major strategic decisions
Conducted a postmortem review following an
actual or potential incident
Participated in a test of the company’s
response plan

58%

CEO

47%

CIO

21%

CISO (chief information security officer)

20%

Head of internal audit

16%

General counsel
Head of risk
Compliance officer
Other

12%
9%
15%

23%
20%
15%
15%
12%
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EVALUATIONS
To what extent have you found that the following barriers have hindered your board’s ability to
effectively evaluate its performance?
11%

4%

3%

5%

4%

14%

12%

10%

11%

2%

Full board performance

11%

Committee performance

11%

17%

19%

20%

39%

Our board does not
conduct evaluations

29%

The board
evaluation does not
consider the
management
perspective on
board performance

The board
evaluation doesn’t
allow for candid
feedback on
difficult issues

Somewhat

24%

Other

48%

44%

Insufficient
follow-through on
evaluation
recommendations

The board
evaluation criteria
are too subjective

Moderately

Slightly

2017–2018 Private Company Governance Survey

27%

Committee chair
performance

55%

51%

46%

To a great extent

43%

Management-board
relations

17%

Evaluations
occur too
infrequently

16%

17%

18%

19%

15%

53%

59%

Individual director
performance

11%
14%

Which of the following are evaluated in your
board evaluation process?

The board
evaluation
criteria are too
narrow

Not at all
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RISK
Which of the following departments/internal functions present risk
information to the board?
73%

Finance

53%

Legal

46%

IT security

Which of the following risk oversight practices has your board performed
over the last 12 months?
Evaluated risks to the company’s strategy

66%

Communicated with management about the types of
risk information the board requires

66%

Assessed emerging risks

51%
50%

Human resources

45%

Performed in-depth reviews of specific top risks

Internal audit

44%

Evaluated risks of the company’s strategy

38%

Enterprise risk management

34%

Compliance & ethics

14%

Environmental health and safety

12%

Tax
Sustainability
Privacy

6%
3%

Assigned clearly defined roles to its standing
committees with regards to risk oversight

44%

Tested management’s assumptions about key risks
facing the company

40%

Developed or reviewed the company’s risk appetite
framework to guide major business decisions

34%

Reviewed the company’s incentive structure for the
potential of excessive risk-taking behavior

29%

Conducted periodic reviews of the effectiveness of
the company’s risk management system

29%

Evaluated major risk interdependencies

25%

Reviewed internal systems that enable the prompt
flow of risk-related information

23%

Monitored the health of the company’s risk culture

22%

Attended continuing education events on risk
oversight and management
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RISK
How satisfied are you with the quality of the information provided to the board by management pertaining to each of the following topics?
Talent

1%

Strategy execution

1%

Regulatory compliance

2%

23%
17%

Cyber−security

Business operations

58%

2%

1% 5%

16%

65%

14%

33%

60%

20%
7%

21%

67%

20%
7%

Financial performance

Emerging risks

33%

17%
2%

25%

57%
21%

Macro trends

16%

56%

8%

Product development

Industry disruption

61%

62%
27%

16%
48%

18%

52%

Very dissatisfied

42%

Dissatisfied
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Satisfied

Very Satisfied
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RISK
How challenging is it for the board to effectively oversee the following risks?
Technology disruption

4%

Reputation risk

3%

16%

7%

Fraud risk

7%

Financial risk

7%

Cybersecurity risk
Conduct risk
Competition
Business model disruption

14%

3%

2%
4%

24%

9%

38%

10%
12%

35%

25%

Not challenging at all

7%

41%

24%

16%

25%

37%

27%

16%

23%

24%

31%

11%

12%

32%

18%

8%

28%

31%

7%

19%

29%

26%

24%

6%

36%

27%

15%

ESG−related risks

10%
31%

30%

14%

8%

35%

42%

19%

4%

19%

33%

23%

8%

Geopolitical volatility

Failure of critical infrastructure
(disaster recovery)

23%

4%

12%

33%
35%

8%

Global economic conditions

35%

26%

6%

Regulatory compliance risk
Key talent deficits

33%

14%

Supply chain disruption
Shifting customer preferences

15%

27%

40%
33%

Slightly challenging
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22%
38%

36%

36%
Moderately challenging

5%

Somewhat challenging
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Very challenging
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STRATEGY
At your organization, to what extent has
short−term pressure from external sources
compromised management/the board’s
focus on long−term strategic goals?
9%

7%

Which of the following actions related to the oversight of strategy did your
board take in the past year?
Communicated with management about
the types of strategy information the
board requires

70%

Discussed the changing needs of
customers

63%

Assessed the company’s competitive
environment

22%
25%

61%

Reviewed how external factors may
impact strategy

To a great extent

31%
32%

Somewhat
Slightly
Not at all

59%

Reviewed the company’s capital
allocation relative to its strategic
priorities
Developed consensus with management
on forward−looking metrics to monitor
the execution of the strategy
Reviewed technology infrastructure
investments needed to support the
company’s strategy

56%
55%
47%

Tested management’s assumptions
about key strategic bets

39%

Assigned clearly defined roles to the
board’s standing committees with
regards to strategy oversight

33%

40%

Attended continuing education events
on strategy
Other

Management

27%
17%
3%

Board
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STRATEGY
To what extent have you found that the following barriers have hindered your board’s ability to oversee strategy?
6%
23%

4%
23%

5%

5%

13%

12%

19%

2%

5%

3%

4%

12%

9%

10%

8%

27%

19%

20%
33%

31%
31%

31%

22%

23%

28%

22%

33%
32%
20%

27%
36%

20%
Not enough time
during board
meetings for in−
depth strategy
discussions

14%
Difficult to objectively
pressure-test the
validity of
assumptions
underlying the
strategy
To a great extent

32%

26%

20%
Inadequate
performance
metrics to assess
the progress
against strategy
execution

47%

43%

Pressure to focus
board attention
almost exclusively
on short−term
performance
matters

To a significant extent
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Insufficient board
understanding of
the industry/environmental context
affecting strategy

Moderately

Insufficient “spirit
of inquiry” among
directors to dig
into current
strategy and
alternatives

Insufficient
information provided
by management
about strategic
course of the
company

Slightly
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Not at all

Senior management
team is overtly
defensive of current
plans, hindering
effective dialogue
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STRATEGY
For your board, how important are improvements in the following areas over the next 12 months?
Not at all
important

Slightly important

Moderately
important

Important

Very important

The board’s understanding of risks and opportunities affecting company performance

2%

4%

15%

39%

41%

The follow-through on recommendations coming out of board meetings

3%

7%

17%

42%

30%

The board’s contribution to the strategy development process

1%

7%

21%

43%

28%

The candor of board discussions

6%

9%

14%

33%

37%

The board’s monitoring of the strategy execution

2%

8%

22%

41%

27%

The quality of dialogue with management

4%

10%

19%

37%

30%

The quality of information the board receives from management

5%

12%

22%

36%

26%

The rigor of board decision making

6%

7%

28%

35%

24%

CEO succession planning

8%

15%

21%

35%

22%

Oversight of risk management

4%

13%

27%

39%

17%

Oversight of cyber risk

4%

15%

28%

38%

15%

Oversight of talent development

5%

13%

29%

41%

12%

The alignment between executive compensation and long-term value creation

9%

13%

27%

32%

18%

Board succession planning

9%

13%

31%

27%

20%

Oversight of organizational culture

8%

18%

29%

34%

12%

Board preparedness for a corporate crisis

6%

20%

32%

35%

8%

Defining the line between oversight and management of the organization

10%

19%

29%

29%

13%

Oversight of M&A

22%

19%

18%

28%

14%

Oversight of regulatory compliance

10%

21%

29%

26%

14%

The board evaluation process

10%

17%

35%

28%

10%

Director recruitment

14%

19%

31%

23%

13%

Board communications with shareholders

21%

23%

23%

22%

12%

Board diversity

15%

18%

33%

22%

10%

Oversight of ESG (environment, social, and governance)

14%

26%

37%

18%

5%

Board preparedness for a challenge from an investor activist

57%

22%

15%

5%

2%
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STRATEGY
What five trends do you foresee having the greatest effect on your
company over the next 12 months?
58%

Significant industry changes

48%

Competition for talent

44%

Business model disruptions

41%

Cybersecurity threats

36%

Changing global economic conditions

34%

Technology disruptions
Increased regulatory burden

30%

Political uncertainty in the United States

29%

Shift in consumer spending and behaviors

28%
16%

Corporate tax reform in the United States
Shifting workforce demographics

15%

Rise in M&A

15%
13%

Global security threats

9%

Climate change
Deregulation

4%

The role of business in society

4%

Investor activism

2%
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STRUCTURE
What prompted your organization to add
independent directors to its board?

Leadership Structure
Chair is an independent
director

43%
30%

Combined chair/CEO
Chair is an executive director
other than the CEO

11%

Chair is a non−independent,
non−executive director

10%

Chair is a former CEO of the
company

7%

To serve as a source of new
ideas

67%

To share experience running
profitable businesses

53%

To increase knowledge of the
company’s market or
competitors

35%

To expand the company’s
networking system
To enhance the company’s
ability to obtain financing

24%

To provide a public company
perspective while considering
an IPO

6%

60%

Nominating and governance

39%

Executive

18%

Investment

18%

HR/Management
development

14%

Strategy

13%

4%
23%

26%

Risk

Technology

9%

Legal/Compliance

8%

Employee
benefits/Retirement plan

7%

Sustainability/ESG/CSR
Other
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67%

Compensation

13%
6%

Other

80%

Audit

Finance

To serve as a bridge between
older and newer generations

To mediate or arbitrate family
disputes

Which of the following standing (permanent)
committees does your board have?
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TENURE
In your opinion, how effective are the following mechanisms at ensuring
the right board composition?
6%

10%

My board’s policy does not include
tenure−limiting mechanisms

19%
18%

Which of the following approaches does your board use to manage
director tenure?

37%

Director replacement based on a skills−
gap analysis of the board

35%

26%
22%

Term limits

27%

21%

Age limits

Very effective

36%

Effective

55%

Neutral
Ineffective

36%

49%

Director replacement based on individual
director performance evaluation

20%

Submission of letter of resignation upon
change of professional status
Other

11%
3%

Very ineffective

26%
20%

16%
11%

13%
Age limits

7%
Term limits

6%
3%

2%
2%

Individual
director
evaluations

Skills−gap
analysis of
the board
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Private Company Board Resources
Private Company Resource Center
This resource center is a repository for all NACD content, services, and events specifically for private company boards. It includes practical guidance, tools, and analyses for family businesses,
private-equity-backed firms, and employee-owned companies.

Custom Board Benchmarking
NACD offers custom benchmarking support for members who want to assess how their approach in
specific governance areas compares with that of their peers. For more information, please visit our
website or call 571-367-3700.
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