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When less is more 
Why director over-boarding matters. 
 

 
 Photo credit: Unsplash 
  

Governance is agnostic to geography. Yet when it comes to voting on 
shareholder resolutions, it’s the location of the investor that determines the 
person’s vote particularly in appointing independent directors. This is primarily 
because global investors have far higher expectations from independent 
directors, than do domestic investors. This has to do with market practices in 
their geographies. In the US and other markets, businesses are professionally 
managed and institutionally owned. Consequently, the dialogue between the 
executive management and investors is through the board. Therefore, there is a 
higher expectation from the board. In India, with the preponderance of family-
owned businesses, the expectation remains that the buck starts and stops with 
the family. It is the family that is expected to deliver - except that whenever there 
is a crisis, which is when the role of the board that is questioned. 

As investors sit outside the board room looking in, they do not really know which 
of the directors has been constructive or how much each individual director has 
contributed. In the absence of a structured way of knowing this, they typically 
look at a few metrics to determine how effective a director is. These include 
tenure, attendance, and over-boarding.  
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The Companies Act has defined the maximum tenure for an independent director 
to be 10 years. It has then very generously grandfathered this provision and 
started the count of the years from 2014. If you were on a board, say, since 2002, 
this earlier association was redacted. Investors now increasingly consider the 
actual years and not the ‘Companies Act’ count, with companies too looking at 
the spirit and not the letter of the law.  

As far as attendance is concerned, there is no bright-line. Investors just want all 
directors to attend all board meetings and show up at the annual general 
meeting. The Securities and Exchange Board of India did propose directors 
attending fewer than fifty per cent of the meetings over two financial years would 
have to approach shareholders for their continuance on the board, which was 
subsequently withdrawn. But with virtual meetings, board participation levels are 
high. 

The third numerical measure is director over-boarding. Over-boarding is when a 
director serves on too many boards or has a full-time role -- be it as an executive 
board member or a managing partner of a firm. Investors worry about the ability 
of directors to fulfil their board responsibilities, given the time commitment 
associated with each directorship. 

Although there is no standard definition of over-boarding, this is becoming 
critical for two reasons. The first is that the board’s responsibilities are 
increasing. This has to do both with the increasing complexity of businesses, and 
directors are expected to focus on a wider set of issues -- digital transformation, 
cybersecurity threats, sustainability, and corporate social responsibility. And for 
directors on committees, particularly the audit committee, with its constantly 
burgeoning agenda, the time spent is only going up. 

And second, as mutual funds and other institutional investors step up on 
stewardship, governance risk becomes critical and, with it, the quality of the 
board, for which over-boarding is a central issue. This means that expectations 
regarding the maximum number of boards a director may sit on are set to 
change. 

A recent survey by Excellence Enablers regarding the NSE Nifty-100 found that, 
of the 100 companies surveyed just seven boards met four times, while 26 met 
10 times or more  during FY21. Add the mandatory meetings of independent 
directors and the committee meetings. This survey found that in FY21 the audit 
committee for almost 80 per cent of the companies had more than the statutory 
four meetings, with 47 per cent having seven or more. And then you have the 
nomination and remuneration committee, the risk management committee, the 

https://www.sebi.gov.in/sebi_data/meetingfiles/jul-2018/1532087369799_2.pdf
https://excellenceenablers.com/wp-content/uploads/2022/03/SURVEY-ON-CG-BRR-SECOND-EDITION-2022.pdf
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stakeholder relationship committee, and the corporate social responsibility 
committee. 

The above suggest that the earlier calculus of four meetings a year with three 
days of preparation and a day for travel, enabling directors to be on seven boards 
of listed companies, no longer holds. In fact, the base assumption of four 
meetings itself a year no longer holds and needs to be revisited.  

An earlier Institutional EYE had infact argued that as the time needed to fulfil 
directorial responsibilities has gone up, so should what independent directors 
are paid.  

 

Exhibit 1: IiAS’ policy on number of directorships 
 
Under Companies Act, 2013, the maximum number of companies in which a person can be appointed as 
a director is 20 (maximum 10 public companies). Under the SEBI LODR, a person can serve on the board 
of maximum of 7 listed companies and if s/he is in an executive role, then a maximum of 3 listed 
companies. 
 
IiAS believes that full-time employment responsibilities are equivalent to a whole-time directorship. 
Therefore, IiAS uses the same regulator yardstick to assess over-boarding for those who are not strictly 
considered whole-time directors but continue to shoulder similar full-time responsibilities. IiAS therefore 
considers those holding full-time employment of any nature – including (but not limited to) consultants, 
managing partners of audit or law firms, company secretaries in practice, cost auditors - as whole-time 
directorship and will generally vote against such directors who do not follow the norms listed under 
regulations. 

 

Investors currently anchor their over-boarding expectations on the regulatory 
maximum of seven listed companies, and if she/he is in an executive role, then a 
maximum of three listed companies. But in many geographies, notably the US, 
they have significantly lower thresholds. These take into account not just the 
number of boards but also the role, i.e. chair a board, a lead independent 
director, and committee memberships.  

Companies too can draw a line. Apple Inc’s “Corporate Governance Guidelines” 
state: “Director Service on Other Public Company Boards Serving on the 
Corporation’s Board requires significant time and attention. Directors are 
expected to spend the time needed and meet as often as necessary to discharge 
their responsibilities properly. A director who also serves as the CEO of the 
Corporation should not serve on more than two boards of other public 
companies in addition to the Corporation’s Board. Directors other than the CEO 
of the Corporation should not serve on more than four boards of other public 
companies in addition to the Corporation’s Board.” 

https://www.iiasadvisory.com/institutional-eye/independent-directors-unloved-and-underpaid
https://corpgov.law.harvard.edu/2021/11/13/roundup-of-director-overboarding-policies/
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Change will happen either through regulation or investors asking for it, or 
companies voluntarily putting restrictions in place: The landscape and 
expectations have changed far too much for the existing status quo to continue. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

A modified version of this blog first appeared in Business Standard on 16 March 2022. To 
read the blog click this link or copy this url to your browser: https://www.business-
standard.com/article/opinion/when-less-is-more-122031501522_1.html 

https://www.business-standard.com/article/opinion/a-new-frontier-for-regulators-122021501670_1.html
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information 
contained herein is solely from publicly available data, but we do not represent that it is accurate or complete and it 
should not be relied on as such. IiAS shall not be in any way responsible for any loss or damage that may arise to any 
person from any inadvertent error in the information contained in this report. This document is provided for assistance 
only and is not intended to be and must not be taken as the basis for any voting or investment decision and/or construed 
as legal opinion/advice. The user assumes the entire risk of any use made of this information. Each recipient of this 
document should make such investigation as it deems necessary to arrive at an independent evaluation of the individual 
resolutions referred to in this document (including the merits and risks involved). The discussions or views expressed 
may not be suitable for all investors. The information given in this document is as of the date of this report and there can 
be no assurance that future results or events will be consistent with this information. This information is subject to change 
without any prior notice. IiAS reserves the right to make modifications and alterations to this statement as may be 
required from time to time. However, IiAS is under no obligation to update or keep the information current. Nevertheless, 
IiAS would be happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, employees, agents or 
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue 
or lost profits that may arise from or in connection with the use of the information. This report may cover listed companies 
(the ‘subject companies’); IiAS may hold a nominal number of shares in some of the subject companies to the extent 
disclosed on its website and/or these companies might have subscribed to IiAS’ services or might be shareholders of IiAS. 
IiAS, its research analyst(s) and their associates or relatives, do not have any financial interest of one per cent or more in 
any of the subject companies. The disclosures of interest statements incorporated in this document are provided solely 
to enhance the transparency and should not be treated as endorsement of the views expressed in the report. 
 

Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information should 
not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, 
in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any registration or 
licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted 
by law, and persons in whose possession this document comes, should inform themselves about and observe, any such 
restrictions. The information provided in these reports remains, unless otherwise stated, the copyright of IiAS. All layout, 
design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of IiAS and may 
not be used in any form or for any purpose whatsoever by any party without the express written permission of the 
copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing participants in 
the Indian market with independent opinions, research and data on corporate governance issues as well as voting 
recommendations on shareholder resolutions of about 800 listed Indian companies (https://www.iiasadvisory.com/iias-
coverage-list). Our products and services include voting advisory reports, standardized services under the Indian 
Corporate Governance Scorecard, and databases (www.iiasadrian.com and www.iiascompayre.com). There are no 
significant or material orders passed against the company by any of the Regulators or Courts/Tribunals.  
 

Amit Tandon has been associated with the OECD-SEBI report referred to in the blog. 
 

The article is a governance-based commentary on general trends in the securities market. 
 

 
 
 
 
 
 
 
 
 

https://www.iiasadvisory.com/iias-coverage-list
https://www.iiasadvisory.com/iias-coverage-list
http://www.iiasadrian.com/
http://www.iiascompayre.com/
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, 
dedicated to providing participants in the Indian market with independent 
opinions, research and data on corporate governance issues as well as voting 
recommendations on shareholder resolutions for about 900 companies that 
account for over 95% of market capitalization.  
 
IiAS provides bespoke research on governance, ESG, and benchmark governance 
practices, assists institutions in their engagement with company managements 
and their boards and offers a cloud base repository of resolutions and voting 
outcomes, institutional voting and voting rationales,  www.iiasadrian.com  
  
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank 
Limited, Fitch Group Inc., HDFC Investments Limited, ICICI Prudential Life 
Insurance Company Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, 
Tata Investment Corporation Limited, UTI Asset Management Company Limited 
and Yes Bank Limited.  
 
IiAS is a SEBI registered entity (proxy advisor registration number: 
INH000000024). 
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