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Understanding the role of
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non-executive director

In part three of this management series, Franklyn
Roberts gives answers to that frequently asked
question: 'What does an SME non-exec actually

do?'

In the first part of this series of
three articles, Franklyn Roberts,
managing partner of OXNED,
which provides non-exec serv-
ices to SME businesses through-
out England and Wales, outlined
his perspective on how and when
a non-exec can most add value
throughout the business life-cycle,
and in part two, he locked at the
key factors to be considered when
choosing a non-exec. Here he
examines specifics of the role.

How are non-execs perceived by
most people?

Due to misunderstandings and the
reputation of some long-serving
old style non-executive directors in
larger companies, many business
owners’' perceptions are under-
standably vague and are based
on the non-exec’s perceived ahili-
ties to make useful connections
in business or political circles or
on regulatory responsibilities such
as corporate governance. Whilst
these can be and often are a minor
part of the role, they are not the
essence of the role when work-
ing with an SME business. The key
focus for a non-exec working in an
SME business is always the com-
mercial and financial success of the
client business.

What does a non-exec actually
do?

Let’s look at a typical scenario and
take a company about fifteen years
old with a turnover of around £8
million as an example. The owner
and his or her family are living well
out of the business, but the com-
pany is not making any real profits
and is always short of working cap-
ital. The owner wants to increase
turnover significantly and to make
real and substantial net profits year
on year. Let’s say they are aim-
ing for £25m turnover and £1m
minimum pre-tax net profit per
annum and to achieve this within
three to five years. There may also
be a longer term aim, say during
the following five years or so to
exit the business with a target of
realising £5m to £10m for self and
family.

The SME non-exec’s role is to
validate the feasibility of the objec-
tives, assist in formulating a stra-
tegic plan to achieve them, and
then most importantly to support
implementation of the resulting
action plans through to successful
completion.

In the above example, the stra-
tegic plan may cover three, five or
even ten years and may very well
be undertaken in discrete stages.

A non-exec will typically be

engaged for a minimum of three
years and in most cases will stay for
the five or ten years that it takes to
achieve all aims and objectives.
His or her contract will typically
cover two days per month of his
[ her time, of which half is likely
to be face to face, and half not,
but these percentages can and do
vary.

How does it all start?

Stage One of the SME non-exec’s
project is dedicated to the agree-
ment of primary aims and objec-
tives and devising with the busi-
ness owners the strategies required
to achieve those objectives with
timescales and resource implica-
tions indicated. These will be incor-
porated into a ten to twenty page
strategy change business plan, plus
financial projections.

This work is sometimes carried
out by Accountants and or Man-
agement Consultants. The differ-
ence Is that when a non-exec is
involved and driving it, the result-
ant plan is one that does not
only rely on pre-conceived finan-
clal judgements or on prescribed
management theory only, but on
the real business-life experience of
the non-exec who will have run a
similar sized business before and
helped other businesses achieve
similar objectives.

How long does this take and
what is involved?

It may take three or four months of
the SME non-exec working closely
with senior management to build a
plan together. This timescale leaves
time for research and reflection,
testing of financial models, mar-
ketplace reviews and consultations
with others inside and outside the
business.

If objectives are clear and a stra-
tegic plan is already in place, then
the effective SME non-exec chal-
lenges and if appropriate validates
it, pointing out any potential pit-
falls and analytical errors, or any
missed options and opportunities.
In our example scenario, the busi-
ness may perhaps have rejected
acquisition as a route to growth
or been too modest about what
could be achieved organically by
assuming no change in product
offerings.

Crucially, the non-exec will not
let critical issues remain unad-
dressed or fudged and will ensure
that plans are down to earth, real-
istic and achievable. He will gather
data, question assumptions, inves-
tigate options, generate ideas,
challenge perceptions, develop
and propose strategies until an

A non-exec will typically be engaged for a minimum of three years

agreed plan is arrived at and until
all parties are confident and deter-
mined to make it happen.

And the next step?

The next step is to turn the stra-
tegic plan inte an action plan
with realistic monthly / quarterly
[ annual objectives and activi-
ties. A strategic plan without this
will often stay on the shelf, and
half-implemented strategies are
doomed to failure. The non-exec
becomes the key driver of action
plans, reviewing them and updat-
ing them rigorously with senior
management at least monthly.

How is the non-exec’s time
spent during implementation?

A non-exec engaged for two days
a month typically, and spends
about half of that time in board
or other meetings on site and half
working off site exploring options,
updating actions plans, undertak-
ing various tasks as agreed, work-
ing on financial models, consult-
ing other external professionals or
sourcing potential partners, routes
to acquisition or other resources

The "third half” of his time,
whilst travelling, in the bath, read-
ing or on other business is non
chargeable and is spent ‘think-
ing’, and plotting and planning,
and networking professionally on
behalf of the client.

Does the non-exec usually
worl with several companies at
the same time?

Yes they do, but a professional
SME non-exec would not take
on more than five or six clients
at any one time. They need extra
time within the twenty two days
available to them each month for
the ‘third half’ of their remit as
described above.

What areas of the business
would the non-exec get
involved in?

In our example business, the non-
exec would be involved in devis-

ing marketing strategies, human
resource planning, financial mod-

elling, researching routes to acqui-
sition opportunities and facilitat-
ing network contacts to generate
additional opportunities for organ-
ic growth.

Keeping the action plan on
track is a continuous activity in any
remit, and includes restructuring
relevant board packs, ensuring that
all the relevant financial and non-
financial information needed for
informed discussions and decision-
making is available. A non-exec
will also monitor key issues such
as IP. marketing, human resources,
business continuity planning, and
financial performance.

How could the non-exec role be
summarised?

The non-exec is the catalyst for
change and progress. He prevents
pitfalls and knocks down barriers
to progress at every stage, ensur-
ing nothing is overlooked and that
all opportunities are recognised
and exploited appropriately and
professionally.

MNon-execs are sometimes called
‘an eagle on the shoulder’ , some-
tirnes a business mentor, often a

nag, but it is their professionalism,
objectivity and prior experience
that will time and time again guide
business owners to good decisions
and the effective actions that will
ensure successful achievement
of their commercial and financial
objectives.

And how can the value of the
non-exec be measured?

The only true measure of value
is the achievement of the com-
mercial and financial objectives set
in agreed strategic plans. In our
example, the non-exec would first
be measured on increased turno-
ver and profitability year on year
and then on the realization of the
exit value of the business to the
OWNers.
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