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Over the last few years, the corporate governance 

system has gone through a series of phases in relation 

to preferred methods of strengthening corporate 
accountability, and the overall composition of the 

Board. Indeed, recent corporate governance 

developments seem to have focused more on the 

structure and the role of Board of directors to 
strengthen their accountability to the company and its 

shareholders. There are two key tasks at the top of 

every public company--the running of the Board and 
the executive responsibility for the running of the 

company's business. 1 This article defines the role of 

a Chairman and further discusses the importance of 
the role of a Chairman, in public sector companies 

and in family-owned businesses.  

 

It is one of the key issues for corporate governance to 
have a defined role of the Chairman. The said role 

was previously underestimated however; the position 

seems to have changed now due to recent corporate 
failures. A lot of commentators argues that to use the 

word ‘non-executive Chairman’ is misleading, as a 

Chairman is neither executive nor non-executive. If 
there must exist a distinction, it should be between 

part time and full- time Chairman. In jurisdictions 

where the role of a CEO and a Chairman are 

separated, the role is a defined one.  (such as in UK).  
 

So what role does a Chairman play?  
The first and foremost task for a Chairman is to 
determine the anatomy of the Board. The Chairman 

has to build the Board by ensuring that there is a 

balance of skills and experience amongst those 

constituting the Board. The presence of right 
chemistry along with strong team players is essential 

for building a successful Board. Moreover, the 

importance of effective communication cannot be 
ousted; it should be promoted to, from and within the 

Board. Additionally, effective communication with 

the shareholders is one of the major concerns for a 
chairman and in order to achieve this, it is imperative 

                                                             
1 There are debates revolving around the issue whether these two roles 

i.e. of a Chairman and a CEO should be separated. This is further 

discussed in the latter part of this article.  

 

that the Chairman is easily accessible so as to relay 
the concerns to the Board.  

 

Another important task for a Chairman is to lead the 

Board effectively in the best interests of the 
company. It is this very leadership quality that helps 

in harmonising the Board with the management, 

assisted by a corporate secretary, who also plays a 
key role in this. Aside from providing leadership a 

Chairman is expected to provide accurate and clear 

information to all, especially to the non-executive 
directors. The Chairman is expected to make good 

use of committees, which are useful in resolving 

issues of potential conflict with the CEO (see 

Annexure A). In cases where the offices of Chairman 
and CEO reside in different persons, there must exist 

an effective relationship between the two, so as to set 

trend of good governance in the company. The key is 
to build a trusting relationship while implementing 

the control and balance systems. The question now 

arises whether the two roles should be combined or 
separated. 

 

Chairman & CEO- to split or not to split? 

There are two key tasks at the top of every public 
listed company- the running of the Board and the 

executive responsibility for the running of the 

company’s business.  
 

Generally speaking, it is preferred that there must be 

a clear division of responsibility and the separation 

of the two roles2 i.e. the Chairman and CEO. There 
may be situations where a particular strategy or 

business transaction is caught by the thrill of the 

chase, in that case, a Chairman must have the 
courage to confront the CEO. There should be a 

trusting relationship between the Chairman and the 

CEO. The relationship should not be one of fear but 
one of mutual trust and understanding. A too strong 

split between the two can establish a strong loss of 

performance within the company as a whole.  

 
When these two roles are combined there is potential 

conflict of interest and when separated then there is 

potential of conflict of personality. The roles of 
Chairman and CEO should be separated as a 

                                                             
2 In UK majority of listed companies split the two roles, whereas a 

contradicting pattern is observed in the US.  
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mechanism for controlling excessive power.3 Indeed 
from an agency perspective,4 the separation of the 

roles of Chairman and CEO of the Board can dilute 

the power of the CEO and reduce potential for a 

management-dominated Board. However, some 
literature in favour of the Chairman and CEO’s 

duality argue that this leads to increased 

effectiveness, which results in a situation where there 
is a clear leader of organization so that there is no 

room for doubt as to who has authority or 

responsibility over a particular matter. The question 
of separation of the Chairman and CEO positions has 

been controversial for many years in studies of 

corporate governance.  

 
The Combined Code of UK also suggests that there 

be a clear distinction between the two roles.5  A 

Board needs leadership separate from the CEO to 
serve as a check on management and to respond to 

expanded demands for accountability and 

transparency.Therefore, it is better to separate the 
two roles and manage the conflict. This split is 

crucial especially in relation to the public sector 

companies, where these are controlled by the 

Government or its agency and struggle to meet the 
private sector’s performance level. [Could 

restructuring public sector companies ensure an 

enhanced efficiency in relation to performance?] 
 

Is Lead Director an answer? 

In companies where by a special enactment of law, 

companies are to retain the two roles in one person, 
the role of a lead director cannot be disregarded. A 

lead director is always a senior independent director 

and generally would have served on boards of 
companies for at least one term. 

 

Primarily, a lead director is to assist and advise the 
CEO on his Board leadership functions. However, 

there must be clearly delineated duties and a 

specified time period for his appointment. A lead 

director is to serve as a liaison between the CEO and 

                                                             
3 It is argued that prima facie the Board has the power to appoint and 

monitor and where necessary dismiss the chief executive, yet this may be 

difficult in circumstances where the CEO is also the Chairman. 
4 The underlying assumption is that the agent's interests may differ from 

those of the principal.The shareholder interests require protection that is 

provided through a separation of roles between the board of directors and 

executive management. In a nutshell, this means that the decision 

management agent i.e, the CEO should not control the decision control 

structure (the board of directors). The executives must not in any way 

engage themselves that might maximise the extent of their personal gain. 
5 This is in accordance with the Cadbury recommendations in the 1990’s.  

the non-executive directors and for consultation and 
communication with shareholders.  

 

Lead directors play a pivotal role in facilitating board 

discussions, helping directors reach consensus and 
further helping them formulate future strategy. The 

presence of a lead director ensures effective 

engagement on important corporate issues without 
meddling in the management’s day to day decision 

making. One of the significant contributions of a lead 

director is improving performance of the Board by 
ensuring that Board members receive the requisite 

information and by coordinating the work and 

communications of Board committees. They are also 

able to provide feedback directly to senior 
management on behalf of the Board. (See Annexure 

B- for a suggested role of a lead director). 

 
Before appointing a lead director however, there is a 

need for consideration with respect to the particular 

attributes that make a successful lead director. It is 
generally believed that the most important 

contributions of lead directors have come from the 

responsibilities that effective lead directors have 

undertaken for their companies, this again depends 
upon the personal skills set possessed by the 

individual lead directors. 

 

Public sector companies-can these be redesigned to 

perform more successfully? 

According to the basic governance framework the 

authority flows from the shareholders to the Board 
and then to the CEO whereas the accountability 

flows in reverse order i.e. from the CEO to the Board 

and then to the shareholders. Chairman has to ensure 
that the key strategic and financial decisions are 

approved at Board level.  

 
However, difficulty arises where the primary 

shareholder is the Government and is usually 

represented by an officer who in turn could be the 

cause of delays and issues that are counterproductive 
for the business of the company. A weak Board 

composition is also seen to have a material impact on 

the quality of corporate governance and is generally 
a major cause for inhibiting good governance 

practices in such companies. Other issues that 

impinge governance in public sector companies 
where the government is the primary shareholder 

include frequent government changes, mixing 
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commercial and social objectives.6 In respect of 
public sector, there are a couple of issues that 

demand particular attention, including Board  

nomination processes, the Board  performance 

evaluations (these need to be carried out formally), 
the empowerment of the Board  in relation to the 

appointment and removal of the CEO rather than 

dictation from the controlling Ministry of the 
Government.  

 

Family owned businesses- Chairman’s role, light or 

heavy? 

Role of a Chairman in family owned businesses 

entails the recognition of essential elements of a 

family business. Namely, the purpose and vision of 
the family business, followed by the structure and 

make up of the business, the stage of development 

and the culture within the family (such as dominating 
family members). As a family business goes through 

different stages of development it would be fair to 

say that it follows an evolutionary process based on 
its own individual values.  

 

In family businesses there are fewer concerns about 

external pressures but more concerns of internal 
desires. These exist due to the complexity of family 

relations and the undue influence of dominating 

individuals (e.g. elderly relatives/dominating family 
members).  

 

Corporate governance and the role of Chairman 

depends majorly on what stage of the family business 
life-cycle, the family is at. This varies from family to 

family since it depends upon a number of factors 

including the culture within the family and its 
partners. It is oft recommended that the offices of a 

Chairman and CEO should reside in the same person 

in the early stages of a family business and later on 
may split as professional cadre is inducted. A 

Chairman’s role is vital when it comes to succession 

planning and to determine the right composition. It is 

a known phenomenon that an institution cannot 
succeed if the members fail to step out of their 

comfort zone, since this does not make any room for 

progress.  
 

Conclusion 

                                                             
6 In public sector companies the interaction responsibility with the 

ministry lies with the Chairman. 

Perhaps one of the leading issues in corporate 
governance world is the debate associated with 

combining the Chairman and CEO roles in the same 

person and the role of a lead director. The role of a 

lead director developed as something of a 
compromise between having a Board with a 

combined Chairman-CEO and mandating a Board be 

led by a non –executive chairman. However, given 
the level of pressure and challenges that the Boards 

have to face, the role of a lead director will no doubt 

continue to evolve as a way of improving board and 
corporate performance.  

  

In respect of companies in public sector, there is a 

need for reform in respect of Board performance, in 
particular performance evaluations. Since, Board 

evaluations not only look at the Board performance 

but also look at the performance of individual 
directors hence these are to be given more weight 

and importance so that necessary steps could be 

taken to enhance company performance. Also, 
another key issue is the empowerment of the Board. 

This is a critical issue that could potentially hinder all 

the progress made to improve the Board structure 

and composition to attain better governance 
framework Such as, the Boards approval in relation 

to appointment of the CEO. It is often argued that no 

Board decision is more important than the choice of 
the company’s CEO. If the CEO is not appointed by 

the Board then it does not serve the same purpose. 

However, despite its critical significance, this 

remains as a contentious issue in public sector 
companies.  

 

In relation to family businesses, the Chairman must 
be able to assess the evolutionary stage of the family 

business prior to addressing issues of Board 

composition, processes and appointment of CEO. 
There is a need for reform due to complexity of size 

of such businesses. The people selected to be on the 

Board are usually those who are under training and 

are there to fill in the gaps and fulfil needs. It is 
important to set some guiding principles7 on the role 

of family members on social status, qualification and 

most importantly, leadership qualities with due 

                                                             
7Centre for International and Private Enterprise (“CIPE”), and Institute of 

Chartered Accountants of Pakistan (“ICAP”)   in collaboration with 

Pakistan Institute of Corporate Governance (“PICG”)  has devised 

guidelines for family owned business, which are available on PICG’s 

website at 

http://www.picg.org.pk/New%20Legislative%20Regulations.html 
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regard to companies individual circumstances 
(depending upon what role the Board wants to have 

in the company). One of the major issues that family 

businesses face is of succession planning and the 

Chairman’s retirement, since these involve rational 
decision making and there might be underlying 

emotions that could potentially harm relationships. 

There must be a set of guidelines to derive a 
mechanism that addresses these issues.  

 

Based on the literature above, one can conclude that 
the role has become more professional than ever. For 

this very purpose it is vital that a Chairman possesses 

the necessary skills in order to do justice to the role 

and to ensure high standards of corporate 
governance. 

 

Annexure-A 

 

Suggested role of a Chairman 
 

Responsible for:    

 Leadership of the Board 

 Provision of accurate, timely and clear 
information to all the Board members 

 Effective communication with shareholders 

 Performance evaluation of the Board and its 
members 

 

Listed below are few of the characteristics and 
qualities of an effective Chairman 

 Leadership 

 Coach 

 Courageous 
 Accountable 

 Visionary 

 Strategic thinker 
 Integrity 

 Transparent  

 Confident  

 Trustworthy 
 Decisive 

 

Annexure-B 

 

Suggested role of a Lead Director 

 
A lead director is to:  

 Advise the Chairman as to an appropriate 

schedule of Board meetings, seeking to 

ensure that the independent directors perform 
their duties responsibly while not interfering 

with the day-to-day management functions; 

 Advise the Chairman on  agenda and 

meeting schedules for the Board Directors’ 
and the Board Committee meetings, with the 

assistance of the Company Secretary; 

 Advise the Chairman on the quality, quantity 
and timelines of the information submitted 

by the company’s management which is 

necessary and appropriate for the 
independent directors to effectively and 

responsibly perform their duties; 

 Recommend to the Chairman the retention of 

the advisers and consultants who report 
directly to the Board of Directors; 

 Assist the Board of Directors in better 

ensuring compliance with the 
implementation of the Board’s Guidelines on 

significant corporate governance issues; 

 Serve as principal liaison between the 
independent directors and the Chairman on 

sensitive issues; 

 Recommend to the Chairman the 

membership of the various Board 
Committees, as well as the selection of 

Committee chairmen; 

 Serve as Chairman of the Board when the 
Chairman is not present; 

 Serve as liaison for consultation and 

communication with shareholders; 

 Lead the process of evaluation of the Board 
and its members; 

 Perform such other duties as the Board may 

from time to time delegate. 
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