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This Summary Report has been produced specially for the conference on 17 November to launch the new edition of the CUC Guide.   It describes the findings from a study on good practice in higher education governance commissioned by CUC from consultants during 2004.  A full version of the report of the consultants is available on the CUC web site at  www.sheffield.ac.uk/cuc  and will be published in hard copy form in due course.   In addition, short case studies of good practice in the areas described by the consultants are reproduced in Part IV of the CUC Guide.

The CUC plans to hold a series of regional workshops throughout the UK in 2005 to discuss the findings of this report.  Details concerning these events will be circulated to all HEIs in due course, and copies of the full report will be made available to those attending. 
INTRODUCTION

1
The terms of reference for this report were "to provide appropriate support to the CUC Governance Group so that it can identify and promote good practice in university governance to its members, and demonstrate publicly the standards by which the sector should be governed".   
The Governance Group defined six key areas where there was high priority and interest in the higher education sector in exploring current practice. These were:

· The selection, induction and support of governors.

· The involvement of governing bodies in an institution’s key decision processes.

· The relationship between the governing body and the senate/academic board and the development of committee structures.

· The role of the governing body in overseeing commercial and so-called 'third leg' activities.

· How the governing body can measure the performance of an institution.

· Ways in which the effectiveness of governance can be reviewed.

2
The work was undertaken during the spring and summer of 2004 by a team of three people brought together by CHEMS Consulting: John Fielden, Director of CHEMS Consulting (project director); Professor Robin Middlehurst of the University of Surrey and the Leadership Foundation for Higher Education; and Allan Schofield, Head of the Higher Education Consultancy Group.  The study covered all the UK, and included institutions that were members of the Standing Conference of Principals (SCOP) as well as UniversitiesUK (UUK).   Numerous data sources were used, including surveys of chairs, governors and clerks/secretaries to governing bodies, as well as discussions with stakeholder bodies.   The study team also had available to them the data collected by CUC and SCOP from their surveys of governance undertaken in 2003.  

3
Overall, previous reviews have generally commented favourably on the quality and effectiveness of higher education governance.  In particular, both the HEFCE Audit Service in its 2003-4 Annual Report and the Lambert Review (2003) took a positive view of governance.  However, the former noted the need for HEIs to demonstrate that governance arrangements continue to be effective in practice, and the latter called for ongoing efforts "to ensure that both management and governance are fit for modern times". 

4
The report notes that there are considerable differences in how 'good practice' in governance is understood and interpreted within HEIs, and that it is important not to  adopt an overly simplified idea of what good practice means.  Whilst the report documents many measures to enhance governance within the sector that may generally be thought to be desirable (and therefore collectively may be regarded as 'good'), it also notes many institutionally innovative practices regarded as 'good' in the host HEI but which may be thought at least questionable - and perhaps even downright 'bad' - in different settings. 

5
The term 'good practice' appears to be used in at least four different ways in relation to governance within the sector:

a) It can mean complying with legal and regulatory requirements, and therefore that good practice is what government and the main funding bodies say that it should be.

b) It can mean meeting a set of agreed standards determined by relevant professional bodies, leading possibly - but not inevitably - to a code of practice. 

c) Whilst taking account of regulatory requirements and professional standards, it can be defined as contextual and varying to suit local circumstances.  This view is needs-based, and requires HEIs to have explicit systems in place to identify good practice that is 'fit for purpose'. 
d) It can mean the adoption of best practice of comparable organisations that is relevant to the circumstances of particular HEIs.  
6
Within many HEIs there appears to be a general acceptance that good practice in governance is closely related to the idea of 'fitness for purpose' contained in (c) above.  This means that what is effective and 'fit for purpose' for one HEI may be unsuitable for another.  The key indicator therefore is whether governance structures and processes fit with mission and objectives.  If this view is accepted, it follows that there is no absolute 'good practice' solution to all governance issues beyond the adoption of a minimum set of core regulatory requirements.  The implication is that many of the practices described should be regarded as items on a menu of options for institutions to consider adopting, rather than a list of recommended activities.

7
For these reasons the definition of good practice adopted in the report is "those actions taken to meet specific institutional needs to enhance governance, that are fit for institutional purpose and broadly compatible with professionally recognised standards and practice".

EMERGING ISSUES IN UNIVERSITY GOVERNANCE
8
The report notes that the development of good practice needs to be seen in the context where governance is changing dramatically, and that this is calling into question many of the conventions on which the traditional models and styles of governance have been based.  Some of the factors driving change are the growth in size and complexity of HEIs as organisations, the increasing expectations and requirements of funding bodies, the influence of changing corporate governance practice in other sectors, and pressures for speedier, more efficient decision making in an increasingly competitive environment.


9
What is clear from the data collection for the report is that governance - and in particular the role of the governing body - is understood in different ways in different HEIs, partly for reasons that are institutionally specific and partly because of the inevitable differences in the speed with which institutions are moving away from a 'stewardship' role for a governing body to one that is much more focused on strategic development and performance.  It is in this latter area that the ideas of effectiveness and associated good practice are more contested, and where the contextual and cultural factors specific to individual HEIs come into play.  In some HEIs an important question remains as to which body is responsible for ensuring that the mission is achieved and that performance is maximised, for example, is it the governing body alone, or the senate/academic board, or a shared responsibility? 

10
 In such a situation some HEIs believe that despite the Higgs and Smith Reports and the importance of the Combined Code, the appropriateness of private sector models of governance has yet to be proven.  Increasingly in the private sector high performing companies (measured in terms of enhanced shareholder value) require high performing boards, and it is difficult to conceive of a board being held to be effective where a company is performing less than satisfactorily.  Indeed, much of the content of the Combined Code is predicated on the principle that the "board's role is to provide entrepreneurial leadership....".  However, in higher education corporate governance has usually had little relationship to the effectiveness of teaching and research; indeed, some of the universities who score most highly in the various performance league tables may have weak systems of governance if measured against best practice in the sector and the Combined Code. 


11
If it is assumed that effective governance in higher education should be similarly linked to institutional performance, then numerous questions are raised - in particular: what value does effective governance add to institutional performance, and what does a high performing governing body look like and actually do?  More challengingly, can it be demonstrated that a governing body has helped to transform an institution, other perhaps than by changing the vice-chancellor? In short, what is excellence in higher education governance, and what kind of proactive behaviour does it require of a governing body?  These questions were raised by a number of respondents, and one conclusion of the report is that they remain to be answered.


12
The pressures for change are raising numerous challenges for individual governors, the one most frequently cited by respondents being the increasing time commitment, and in some cases, motivation.  Respondents frequently noted that the existing voluntary model of lay membership sits uncomfortably with a performance-based approach to governance where effectiveness reviews are now required. A key feature of successful performance of individual governors is that they are 'engaged' with the institution and committed to it, yet this is becoming an increasingly time consuming task.  Although some HEIs are now considering introducing payments for governors, many others report being uncomfortable with the idea, preferring to continue with a model of community service for as long as possible.

13
The report documents concerns about whether the divide between management and governance is being appropriately maintained.  This has been - and remains - central to most conceptions of 'good' governance, and yet the more performance-led a governing body becomes the greater the possibility of it straying into management.  Similarly some respondents felt that the more an HEI chooses its governors on the basis of specific sets of skills, the more likely it is to want to use them to resolve or advise on managerial questions.

14
Overall, the report notes that there is a considerable amount of experimentation in governance and the development of new approaches and ideas.  However the speed of change within HEIs varies, and there is a wide range in the degree of enthusiasm for new initiatives in governance.  Many are enthusiastic about change, but others think there is no need to change significantly; some are indifferent; some are willing to be convinced by the enthusiasts; others will comply if they have to.  Thus, it would be wrong to assume that all the sector is eager to learn about the messages in the report.  This spectrum of enthusiasm also applies across those involved in governance within institutions, and there is evidence in the surveys that many of the innovations and reforms have been driven by governors as well as by clerks or vice-chancellors/principals. 


LEARNING FROM OTHERS


15
The report includes a brief review of governance practices in a small number of selected countries and in the UK public sector.  Internationally only a few higher education systems have undertaken much work that is relevant to the UK.   Most of this is in the USA (although practice is diverse because of the state based system of public universities), and the Association of Governing Bodies offers the best window on developing good practice.  Their materials on assessing the effectiveness of university boards and many publications on good practice for trustees and board members are relevant and valuable.

16
The Australian scene is also relevant to the UK because its government has taken a keen interest in higher education governance, and has introduced a set of protocols which all institutions will have to implement.  The CUC’s code of practice echoes many of these, but it is more comprehensive in the breadth of its recommendations.  One immediate observation on governance in Australia is that their concerns are very similar to those of the UK, and a recent ranking of their key issues listed them as: performance monitoring, oversight of commercialisation, strategy formulation, and the evaluation of governing body effectiveness.

17
The UK public sector is reviewing and reforming much of its governance, and there are several areas where the higher education sector can learn from others.  In the NHS trusts, for example, there are clear descriptions of the role of non-executives, good induction schemes, and several years’ experience of tailored training and annual assessment of the performance of trust members (the chair of an NHS trust is trained in assessing the performance of the chief executive).   Finding good non-executives is a common concern across the public sector, and HEIs will need (to the extent that they may be in competition for good people) to pay attention to what public sector bodies are doing in order to attract and retain the best governors, particularly those from a diverse range of backgrounds.  HEIs will also, of course, be keen to learn from private sector practice, both because of their unique constitutional position, and also because of the growing business orientation in their funding and wider activities. 


GOOD PRACTICE FINDINGS IN THE SIX AREAS

18
The bulk of the report is devoted to a detailed analysis of what HEIs are doing in the six areas listed in paragraph 1.  In four of the topics practices are identified which might be regarded either as commonly accepted good practice, or as innovative or distinctive practice in a specific institutional context.  The aim of these chapters therefore is to offer institutions a choice of ideas for them to consider when they next review their governance or undertake effectiveness reviews.   It is not possible to summarise the detailed findings since they cover a very wide range of activity, but the following paragraphs present an overall picture of where the sector stands on each topic. 


Selecting, Inducting and Supporting Governors


19
Chapter 4 describes current practice for the whole recruitment cycle, from defining and specifying roles, to establishing a skills requirement, recruiting and selecting, and then inducting and training governors according to their needs.  This is an area where  significant changes have occurred and are still taking place within HEIs.  Some short case studies are presented which include: 

· A university that has developed a detailed role description and person specification for the chair.

· Another that identifies the general and specific skills a governing body member should have.

· A description of how a university seeks to widen the range of applicants and increase diversity among its members.

· A three stage induction process adopted by one post 1992 institution.

20
The information in our report should be read in conjunction with an earlier study by HESDA for the CUC (2002) which provides considerable detail about the content of briefings, training and development activities provided for governors, and the areas where governors are seeking further guidance and support at local level and nationally or regionally. 


21
The discussion in the report on how governors should be helped to develop their governance skills is inevitably linked to the questions raised above as to exactly what the role of a governor is in the light of rapidly changing external requirements and expectations.    Institutions – and indeed, national organisations such as the CUC and the new Leadership Foundation – are seeking to address such issues by making structural changes, by enhancing development opportunities, and by creating an opportunity for dialogue about governance in higher education.  

Involving the Governing Body

22
Chapter 5 considers good practice in how the governing body is involved in key decision making processes, and also reviews the ways in which individual governors are involved informally in institutional activities.   The scale and style of involvement owes much to institutional culture and the relationship between the chair and the chief executive.  There are still a few HEIs where governors feel they are treated as 'rubber stamps', but in others they are accepted as key partners in developing a successful institution, and work closely with the executive.   However, minimising the role of the governing body is reported in only a small minority of HEIs, and in most institutions there have been substantial changes in the scale and form of the involvement of governors, for example in all stages of institutional strategic planning processes.  

23
For many governors their most valued involvement is through membership of sub committees which enables them to feel engaged and to use their professional skills.  Those governors with specialist skills in property or human resources are usually fully involved in the relevant sub committees of the governing body, and their scrutiny is seen as acting for the whole of the governing body.  Where such skills are not available among the governors, other independent lay persons are sometime co-opted to serve.

24
The key to an effective governing body is its relationship with the executive and this largely depends on the way the chair works with the chief executive.  Having the right systems and processes in place is secondary to the benefit of open and honest personal relationships. 


25
The issue of providing governors with the right level and quantity of information is one that continually concerns clerks. There is no standard answer except for regular consultation with governors as to the form, scale and frequency of the information they require.  As a result of effectiveness reviews much effort is going into sharpening the style of committee documentation to make papers briefer and more strategic, so that the issue often turns on what supplementary information governors would like.  An emerging common solution is to offer a dedicated web site for governors willing to access materials in that way. 


26
The practice of holding regular briefing or information sessions before each meeting of the governing body is widespread, and in some cases this involves meetings with staff or students as well as academic leaders.  For example, case studies in Chapter 5 describe governors being involved in annual open forums, special briefing events, and conferences or mutual learning seminars run jointly with the academic staff.  The report notes mixed messages about the value of arranging formal twinning between individual governors and schools or faculties, as despite the obvious advantages this can bring expectations of support and sponsorship which a governor cannot deliver. In addition, some clerks are devising imaginative ways of involving governors in the social and informal life of the institution, partly as a way of generating a feeling of engagement.  


Governing Body Relationships with Senate/Academic Board and Committees


27
Chapter 6 covers the important and sensitive topic of good practice in the relationship between the governing body and the senate/academic board, and describes ways in which HEIs are bringing the two key strands of institutional decision making together.  Although governing bodies are constitutionally pre-eminent over their senates/ academic boards, the relationship is not strictly hierarchical and demands careful handling, even in post-1992 HEIs where the governing body has an explicit responsibility for determining educational character.  In all institutions there may be occasions where the strategic or financial concerns of the governing body conflict with the decisions or activities of the senate/academic board.  It follows that governors need to be aware of this relationship, and to be sufficiently informed about key academic issues so that they can understand the impact on institutional strategy.  In some HEIs governing body members are able to attend meetings of the academic board if they desire, and can become members of some of the sub-committees of senate or academic board.

28
The relationship is influenced by two clearly emerging trends:

· A reduction in the size of governing bodies, which means that there is space for fewer members from senate/academic board.

· A simplification of committee structures by reducing the number of committees overall, and introducing more joint committees of the governing body and senate. 

29
One implication of the increase in joint committees is that decision chains are shortened, because the interests of both the governing body and senate/academic board are taken into account in one meeting and duplication of items on agendas is avoided.  The report gives several examples of new committee structures in pre-1992 HEIs in which the principal policy committees have joint membership from the governing body and senate.  In post-1992 institutions the committee structures are usually much slimmer, which may mean that some lay members of the governing body do not have a seat on a joint committee.

30
Another trend is the development of one strong joint committee covering resources and planning (which has been a common approach for over 20 years) into an even more powerful body carrying out performance review.  One risk here is that the agenda might be too full to allow for proper challenge and debate, which explains why some institutions have developed policy-oriented sub-committees of their central planning and resources committee.

31
In some pre-1992 institutions a gradual acceptance of managerial authority (and accountability) by academic managers is leading to fewer decisions needing committee input. This requires the governing body and the chief executive to develop very clear statements of delegated authority and regular reporting procedures.  In some cases this is leading to the use of informal advisory committees supporting members of the executive management team. 

32
All these trends can add up to a significant change in the balance of responsibilities within an institution, and to increased roles for a few senior lay members of the governing body who serve on the important joint committees.  They also sharpen the need for effective monitoring by the governing body of the performance of managers, linked to reliable evidence of institutional effectiveness.

Overseeing Commercial and 'Third Leg' Activities

33
Chapter 7 considers good practice in the role of the governing body in overseeing commercial or 'third leg' activities.   Sector wide generalisations in this area are difficult because of the wide range of activities (for example, a small HEI with little commercial activity has little in common with a research intensive institution at the frontiers of technology transfer and commercialisation of IPR).  Data in the report suggest that for many governors the topic appears unimportant, since small scale commercial activities are handled within an institution’s regular risk appraisal and financial monitoring processes and do not reach the governing body.  However, for those in commercially active HEIs the issue has a much higher profile, and the governing body is more involved due to institutional involvement in potentially risk-laden enterprises. 

34
The first step for an HEI in this area is to define what it means by commercial activities, which can range from teaching contracts to the establishment of spin out companies.  Once the scope is agreed, a commercial strategy will be required which should be closely linked to the existing strategic plan. Thereafter, the governing body’s main concerns relate to ensuring that proper policies have been agreed on the key issues such as conflicts of interest, the ownership of the IPR, licensing, profit sharing and reward for the academic developers of IPR, and the sources of funding for any commercial development required.  Sometimes a separate governing body committee considers all the policy implications of third leg activity.  The involvement of senate/academic board in this area varies, with some institutions establishing joint committees while others regard commercialisation activities as entirely a matter for the governing body.

35
Governors can contribute significantly to the technical oversight of commercial activity, but there can be difficulties with their appointment to the boards of subsidiary companies due to the risk of a conflict of interest if their loyalty to the company (as a director) clashes with their duty to the governing body.   For this reason many HEIs do not make governing body members into company directors, but call on other independent lay members with the relevant expertise.

36
Some of the good practice being adopted includes: establishing special 'enterprise' committees to monitor and report to the governing body on the financial performance of trading and commercial activities; developing management accounting and project appraisal disciplines to assess the feasibility and risk in commercial ventures; and acquiring access to external sources of finance for any risk capital required.  Several institutions limit their investment in joint ventures to their intellectual property and rely wholly on external financiers for all capital. 

37
Australian practices in commercialisation are very similar to the UK’s, but because of recent well publicised failures of university subsidiary companies the government has taken a keen interest in ensuring that governing bodies manage the risks tightly.


Measuring Institutional Performance


38
Chapter 8 reviews good practice in the ways in which governing bodies are involved in measuring institutional performance. This shows an interesting range of models and approaches being used, which are described in short case studies.  They include: the use of key performance indicators (KPIs) linked to an institution’s strategic objectives; performance monitoring of units at each governing body meeting; and the use of comparative statistics.   Specific methodologies such as the balanced scorecard approach or the European Foundation for Quality Management (EFQM) model are also being used.

39
The new statement of the primary responsibilities of governing bodies produced by CUC now clearly defines the responsibility of the governors to "ensure processes are in place to monitor and evaluate the performance and effectiveness of the institution against plan and approved KPIs which should be, where possible and appropriate, benchmarked against other comparable institutions".  However, acceptance of the need to enhance further the role of the governing body in performance measurement does not appear to be uniform within HEIs, and acceptance of the case for strengthening performance measurement cannot be assumed.  Some institutions will, therefore, require convincing that the time and effort involved is proportionate to the resulting value.  The initial benefit is likely to be the strengthening of accountability to the governing body and the associated reduction of risk, but the longer term question that needs to be addressed is: will the introduction of more explicit performance measurement of itself improve institutional performance?  If this question can be answered positively, it would be an important step in convincing all HEIs and their governing bodies of the need to undertake more work in this area.

40
The way that the use of KPIs relates to other aspects of the governance and strategic planning processes varies in HEIs, and Chapter 8 identifies three different approaches.  Among the issues arising from these examples are: the level of detail at which it is useful to identify KPIs; the need to use a balanced range of key indicators; using KPIs as trend data rather than just on an annual basis; and avoiding turning KPIs into targets and thereby encouraging a compliance approach by departments and units.  Although the use of KPIs is becoming more widespread it is not currently uniform, and several respondents to the 2003 CUC survey noted that action was currently being taken to strengthen performance measurement in this regard.

41
The use of comparative statistics in measuring institutional performance has also become increasingly commonplace, and some examples are presented in the Chapter where the governing body receives such information as part of its performance measurement role.  Issues arising from their use include: the need to consider carefully which HEIs to compare with; a tendency to rely on HESA data because it exists and is easily available, rather than because it is always what is required; a reliance on input data rather than performance data; and difficulties about the sharing of data which might be regarded as commercially sensitive.  Although the use of comparative statistics is reasonably well advanced the report could find little by way of real process benchmarking at the level of the governing body as a tool to enhance governance.

42
In general, it is too early for most institutions to have produced specific evidence of the benefits of more rigorous approaches to performance measurement, although in the examples cited in the Chapter there is a belief at senior levels that introducing more explicit procedures and improving available information is laying the basis for more effective governance.  The conclusion is that there is a lot of experimentation in an area of increasing strategic importance, but that there is also plenty of scope for further central or CUC support to help in developing methodologies and disseminating experience. 


Reviewing the Effectiveness of Governance


43
The final good practice Chapter (9) looks at the topic of reviewing the effectiveness of governance.  This is a subject where the CUC has invested considerable effort in the past, and most HEIs have undertaken at least one effectiveness review.  There are three main elements to such reviews: overall governance arrangements including the governing body and its committees; the effectiveness of individual members of the governing body and committees; and the effectiveness of key officer holders, including the chair of the governing body and the vice-chancellor or chief executive. To date, only a few HEIs have established comprehensive systems for reviewing effectiveness in all three areas, although much innovative work is taking place.


44
So far as the first of these three areas is concerned, evidence shows that although the sector has responded positively to the call for such reviews, many of the early reviews focused on issues of governing body size, operational processes, and the conduct of meetings.   Only in a few institutions is academic governance subject to such a review, and the sector has much to do to implement the recommendations of the Lambert Report for effectiveness reviews of the senate/academic board.  


45
Overall, reviews are now turning to more strategic topics relating to how a governing body adds value, and how its performance can be improved.  Amongst the benefits most frequently claimed for undertaking effectiveness reviews were: clarifying the role and responsibilities of the governing body and its committees; changes in the provision of information to members; changes in the conduct of governing body and committee business; enhancements in the induction, training and briefing of members; and a reinforcement of the operation of the governing body in strategic issues.

46
So far as the effectiveness of individual members of governing bodies is concerned, only a minority of HEIs conduct regular reviews: an average of 29% in universities and 18% in colleges according to CUC and SCOP data.   An example of such a review in one HEI is provided in Chapter 9.  Although we came across several HEIs that were considering the introduction of some form of automatic review of governing body members, it is clear that in many institutions there are reservations about the process, reinforced by the voluntary nature of governing body membership.  As a consequence, most - not all - current approaches to reviewing individual effectiveness are based on self-review, partly because of the belief that this is an appropriate place to start within a broadly collegial governance environment, and partly because any other approach would be difficult to enforce.

47
One area of the recommendations of the Combined Code with significant implications for HEIs is the proposal for annual reviews of the effectiveness of key office holders, which includes the head of the institution and chair of the governing body.   Existing CUC guidance contains no such provision, and there is no reliable data on institutional practice.  However, since appointing key office holders is one of the most important functions of a governing body, it follows that monitoring the effectiveness of their performance should not be far behind.  Currently, most HEIs in some way review the effectiveness of the vice-chancellor/principal, often through the remuneration committee of the governing body in relation to salary decisions, or discussions with the chair of the governing body, or through a small group of senior governors. 

48
The review of the effectiveness of chairs of governing bodies appears to be much less frequent and data is weak (although one example is cited in the Chapter), and where it exists may be based mainly on discussions with the vice-chancellor/principal or the deputy chair.  Internationally, the most useful source of comparative information in this area is the AGB which provides guidance information on annual presidential and board level performance reviews in the USA.

49
Overall, the sector can generally demonstrate that it has responded positively to the requirement to undertake effectiveness reviews.  However, there has been little opportunity for institutions to share practice or to review the steps that could be taken to build on current activity, and the potential of such reviews significantly to strengthen institutional performance in governance has yet to be realised.  There is, therefore, considerable scope for continuing to collect good practice information in this area, and to disseminate the innovations that are likely to continue to take place in the next few years.  


CONCLUSIONS AND NEXT STEPS


50
The report has found many examples of good governance practice and of innovative activities in each of the areas examined.  It has also identified a significant gap between those institutions that are actively developing their governance practices and those that are not.  This emphasises the need for an active programme of disseminating both the findings of this report, and developments in governance more generally.  


51
Accordingly, the report presents proposals for a number of dissemination activities, including a programme of regional seminars, and the publication of working materials on governance on the web sites of the CUC and the Leadership Foundation.  The report concludes by summarising some additional activities that the CUC and partners might consider undertaking if they wish to build on the ideas in the report, and sustain the momentum which it may create.   

PAGE  

_1064597932.doc
[image: image1.png]






