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Private equity (backed) boards as effective 
value creators for the business 

“Considering the enormity of 
challenges the private equity 
industry is facing, PE [backed] 
boards get ‘good press”. 

Increasing amounts of research and analysis focus on what can be learnt from PE boards whilst 
in comparison, plc boards are often perceived as  less ‘progressive’ and overly focused on ‘rule 
adherence’ rather than value creation.  

Practitioners and researchers alike argue that PE boards are less removed from their 
organisations and play a much more active and positive role in driving performance than their 
plc counterparts. PE board members will get a seat at the table, not because of who they are, 
but for the value they bring. In our experience, many PE boards display a relentless focus on 
value creation which drives execution and leads to increased organisational performance. 

These attributes are serving the industry well at a time when PE backed boards are under more 
pressure to deliver growth. But the most progressive PE firms are recognising that there are 
additional gains being left on the table in terms of board effectiveness which if addressed, could 
help to speed up the process of value creation still further whilst also supporting investor and 
management alignment. 

A Tyler Mangan client who has served on both a plc board and a PE backed board and 
reinforces this point by saying: “In the [plc] board meeting, considerable time is spent going 
through beautifully prepared reports and there is a lot of sitting around. Levels of anxiety are 
higher in the PE board meetings and the discussions are generally louder. We are more action 
orientated and break into work streams and get involved even outside of meetings. It occurs 
frequently that individuals lower down in the organisation call me and ask for advice, contacts or 
a brainstorming session – it is great fun to be contributing like this.” 

It seems that PE boards have the potential to be – overall – effective governors of 
organisations. However, the specifics of the Private Equity value chain coupled with the 
heightened pressures imposed by the difficult financial markets result in a very specific set of 
challenges for PE boards. 

• The pressure to deliver is enormous. As soon as a deal is completed, the board is expected 
to drive results. Timeframes do not allow for rigorous on-boarding of board members and 
in-depth conversations about governance structures. The board just has to get ‘stuck in’. 
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• Board members often have significant personal wealth at risk which can make discussions 
around the table more subjective, opinionated and emotive. Individuals around the table are 
often very critical of each other and the impact of contributions needs to ‘match’ the equity 
share. 

• Within this difficult economic environment, successful exits are harder to achieve. Boards 
have to be more innovative and proactive in spotting and capitalising on value creating 
opportunities – this can lead to significant changes in strategy throughout the investment 
cycle which requires high tolerance for ambiguity. This could also result in a need to 
‘refresh’ the Board periodically, recruit new members and manage difficult exits. 

• Investors have to work harder to prove their value. Private equity ownership has to remain 
a driving factor of value creation, despite decreased opportunities for leverage and the high 
levels of scrutiny. 

In light of these – and many more – difficulties that PE has to manage, there is a lot to be done 
to increase the effectiveness of the PE board further. 

Working with a significant number of PE boards within the last 12 months, we have derived a list 
of five principles that they should address to increase their impact and effectiveness. This list is 
by no means exhaustive, but when observing boards throughout the deal cycle we have found 
these to be effective drivers of performance. 

1. The board must hold itself to account 
Most private equity backed boards have no formal mechanisms to evaluate their own 
performance. Despite being actively involved in the decision making process, many boards miss 
the opportunity to be clear about their value-add, setting clear objectives and making 
themselves accountable in a way that is transparent to the organisation and shareholders. 

2. Every board member must have a clear purpose and hold himself 
accountable 

Every member of the board needs to have clear objectives and targets that are monitored 
diligently.  Managing the performance of individuals on the board and specifying their 
contribution is often neglected, particularly when it comes to NEDs or the investors themselves. 
Objectives need to include organisation wide responsibilities, for example; sense checking the 
strategy and monitoring cash management. Moreover, individual roles should also be defined in 
terms of the value add to board operations. For example, an individual may stand for providing 
the critical voice or functioning as an ambassador, or provide creative stimulus, such 
contributions are often expected but less often articulated overtly and monitored effectively. 

 

3. The board must have clear and simple governance processes  
Time and stakeholder pressures often make the implementation of clear governance processes 
more difficult. A shared understanding of how decisions are made, what the output of meetings 
should be and how actions are followed up allows the board to focus on ‘content’ rather than 
‘process’ and therefore capitalise on their collective experience. 

 

4. The board must ensure robust information architecture 
Reporting and performance evaluation is often very effective within the PE context. The 
management of information is fairly rigorous and robust. But often the scope of information is 
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limited, and the information provided does not include wider market intelligence, information on 
competitors and customer research. Having a shared understanding of wider development 
allows the Board to continuously maintain the ability to make informed decisions and challenge 
the strategy and proposition productively. 

 

5. The board must agree on principles for their interaction and 
discussion early on 

Alignment on boards is important but members have to have the ability to have constructive 
debates and challenge one another. The focus should be on uncovering new opportunities 
whilst providing control mechanisms. Issues to be discussed should include, for example: 

‾ How critical situations should be handled 

‾ What is to be done when irreconcilable differences occur 

‾ How ‘tough’ messages should be delivered 

‾ How to differentiate between ‘problems’ and ‘deal breakers’ 

‾ What level of preparation and contribution is required of each executive for meetings 

‾ The frequency and level of contact required in between formal meetings 

‾ What is to be done when accountabilities are not fulfilled or individual members are 
hindering progress? 

 

In summary, whilst widely recognised as focused value drivers, PE firms can take additional 
steps to ensure that the boards of their investee companies do more to optimise their 
performance by observing these five principles. Boards that strive to be more effective through 
best practice, send a clear and inspirational message to the executive team from the top of the 
organisation. 

Honest, principled and rigorous debate around the table is a good start to lay the groundwork 
for performance, growth and ultimately a profitable exit. 
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Tyler Mangan, a specialist leadership 
consultancy, works with senior executives 
and leadership teams to build the 
infrastructure and capabilities within their 
organisations to be focused, capable, 
supported and influential. 
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