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The transformative power of Industry 4.0
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How the C-suite sees Industry 4.0

1

Findings include the following:

 • Social impact:

 • Strategy:

 • Talent and the workforce:

 • Technology:

A board’s-eye view of Industry 4.0

 • Preparing the board itself: 

1
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 • Readying the organization:

 • Gaining access to needed talent: 

 • Elevating the risk conversation: 

 • Choosing the right strategy:
What the board can do right now

 • Get and stay up to speed.
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 • Start or change the conversation. 

 • Gauge the risks.

 • Encourage investment and 
experimentation.

 • Monitor culture and talent issues. 

 • Continually clarify your purpose and 
mission.
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How can boards plan for the long term?
Most boards realize that successful 
strategy stems from their ability to think 
long term while acting on the basis of that 
thinking in the shorter term. Boards need 
to work with management to shift their 
thinking from planning at the present and 
beyond to starting instead with a vision 

near-term actions that will make that 
future a reality.

quarterly reporting. The availability and 
velocity of data, along with shrinking 
attention spans, reinforce short-term 
expectations. However, boards know they 
must balance short-term performance 
against longer-term considerations, and 
that investors expect leaders to deliver 
current value while innovating for the 
future. All of this means that anything 
done slow, late, or wrong in short-term 
execution has a much higher opportunity 

creates the space needed to shape long-
term value.

Are boards thinking about Industry 4.0?
Boards are thinking about Industry 4.0 
on multiple levels. One level is defense of 
the business model, of operating systems, 
data, and of sustaining a social license 
to operate. Another level is being on the 

technology to reshape the organization 
and the market. Boards should be updated 
regularly on cyber risks and cyber issues, 
but many are not receiving useful insights, 

which should go beyond normal “IT 
risks.” Another level of focus is talent, 
an area where some organizations have 
been slow to appreciate the strategic 
relevance. You need the right people to 
exploit opportunities of Industry 4.0, and 
they’re probably not always the people 
who assumed senior positions in the past 
decade. Many companies get Industry 
4.0 in theory but have not developed 
the mindsets and mechanisms to act on 

How can boards ensure management 
has the right leaders during these times 
of change?
Boards are thinking harder about what’s 
needed in leadership: performance or 
potential? I’ve seen a shift in mindset from 
sourcing people who were very results-
oriented to those also focused on the 
future. This goes back to balancing short 
term and long term, and it involves culture. 
A purely short-term-oriented culture will 
work against a company unless, of course, 

problems that must be immediately 
addressed. Companies that are doing 
well can and should develop long-term 
thinking as part of their cultures. They 
can seek or develop talent for the 
future, instill continuous learning, and 
develop resilience. Industry 4.0 reduces 
the amount of control organizations 
have and leadership will have to make 
the necessary adjustments. Those 
that understand this are engaging with 
stakeholders in new ways and adapting to 
change quickly. Those struggling with this 
change are usually trying to maintain their 

Elizabeth Corley serves on three 
company boards as a non-executive 
director: Pearson plc, BAE Systems 
plc, and Morgan Stanley Inc. 

Elizabeth was CEO of Allianz Global 
Investors, initially for Europe then 

continues to act as a senior advisor 

Merrill Lynch Investment Managers 
and Coopers & Lybrand. 

She is a member of the CFA Future 
of Finance Council Advisory Council 
and the AQR Institute of Asset 
Management at the London Business 
School. She is chair of an industry 
Taskforce for the UK government on 

Additionally, she is a member of 
the 300 Club and the Committee 
of 200, as well as being a trustee of 
the British Museum. She is also a 
published author and a Fellow of the 
Royal Society of Arts.
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Are boards engaging with investors 
to understand their views for long-

It depends on where the company is in its 
relationship with investors, but yes, boards 
generally appear to be increasing their 
engagement with investors. I am seeing 
both passive and active investors asking for 
engagement outside of the quarterly or half-
yearly reporting cycle. A board I sit on hosted 
a “governance day” where the chairman, CEO, 

talk about governance, and it was very well 

performance. The meeting focused only on 
governance, culture, and how the company 
is run. I am also seeing more sophisticated 
questioning from investors and proxy voting 
agencies about boards and their competencies 
and dynamics. Investors will ask a chair about 
governance and oversight, particularly in fast-
evolving industries. 

In periods of rapid change, investors face more 
uncertainty in securities pricing and the role 

increases the need for management to present 
a clear and cogent narrative, often across a 
diverse investor base. Doing that is now a 
hallmark of successful investor engagement. 
Another one is having a good understanding 
of the investor base and sharing that 
understanding with the board. The boards I sit 
on receive current, relevant information on the 
buy-side and sell-side views of the organization.

What ESG topics are being added to the 
board’s agenda?
Governance has certainly risen on the agenda. In 
the United Kingdom, it’s been driven by revisions 
to the Corporate Governance Code, and in the 
European Union by increasing expectations 
regarding board accountability. I recently saw 
a presentation on factors correlated with long-
term share price volatility and performance 
in the United States, Europe, and Japan. 
Governance was the only factor associated 
with lower volatility and/or higher performance 
across all geographies. The presentation 
suggested that the better the quality of the 
governance, the lower the volatility and the 
better the share price performance over the 

Which governance concerns are under the 
most scrutiny?
Key things stakeholders look for include a well-
articulated strategy; governance processes; 
high-caliber people; solid succession plans; 
appropriate, diverse board composition and 
committee structures; and independent thinking 
and judgment from non-executive directors. 
Beyond those themes, things can become more 

there is now guidance in the United Kingdom 
that if you are going to chair an important 
committee you should have been on the board 
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What about the environmental and 
social components of ESG?
The environmental component is 
becoming more central, partly because 
of policy developments, but also because 
sustainability impacts the supply chain. 
In addition, investors are focused on 
identifying external factors that may not 

or business performance. Many leaders 
are rethinking the impact of climate 
change, weather-related events, and 
natural disasters on just-in-time (JIT) 
globalized supply chains, as well as the 
impact of political actions such as Brexit. 
Management and boards have gone 
from being able to rely on a relatively 
benign, continually globalizing world with 
predictable outcomes to realizing that JIT 
may not embody the resilient supply chain 
of the future. That’s a big shift.

In the social area, leaders are thinking 
about employment and purchasing 
practices, inclusion and diversity, and 
long-term value creation for customers. 
They are also acutely aware of the ability 
of consumers to gather information from 
social media and for organizations to 
be targeted for attention or action. As a 
result, organizations are assessing their 
approaches to culture, risk management, 
and controls in their supply chains. Years 
ago, it was assumed that many issues 
would be outsourced. So, particularly at 

equity, leaders realize they cannot assume 
they outsource responsibility when they 
outsource an activity.

Has the board’s oversight of tax 
changed, and is it being considered a 
long-term matter?
Yes, both at the full board and audit 
committee level. Where tax optimization 
used to be the highest priority, now there’s 
a balancing focus on tax equality. In the 
United Kingdom and Europe, there’s an 
expectation to report on the fairness of 
the tax strategy, not only on optimization. 
Shareholders are sensitive to an 
organization’s reputational risk associated 
with underpayment of tax. Executives and 
boards are engaged in a more balanced 
discussion about paying taxes fairly. This 
is driven partly by consumer reactions 
to organizations using sophisticated, but 
perfectly legal, tax optimization structures 
but also by government intervention.

A couple of years ago, one of the boards 
I sit on decided to produce a separate 
report on tax. This helped us to have 
a transparent conversation with any 
stakeholders interested in the subject. 

rate; it also shows where we pay taxes 
and what we pay. In Europe, I’ve also 
seen reports on the amount of payments 
associated with wider stakeholders, such 

and on local tax, national tax, and so on. 
There is clearly a much more thoughtful 

What else should be boards be focused 
on for the long term?
Each of these issues can impact 

and customer experience in highly 
sensitive parts of the company’s 
risk register. When that’s the case, 
management must mitigate those risks. 
The board and/or the risk committee 
should be having conversations related 
to these matters with management 
and monitoring related views across 
constituencies. Some boards have 
established ESG committees, or 
responsibility and reputation committees, 
brand committees, or stakeholder 
committees, to monitor these issues. Of 
course, some companies have decided 
that it’s not one of their priorities, but 
they are living with a higher appetite for 

A conversation with Elizabeth Corley | 2019 Directors’ Alert
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Chris Ruggeri
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Understanding today’s activism

No company is immune

A Deloitte survey2 of CFOs of US 

experience indicates these trends 
still hold true, and in some cases, 

 • Just under three-quarters of 
US public companies surveyed 
experienced shareholder activism, 
most often in the form of direct 
communication to management or 
the board.

 • About 30 percent experienced 
indirect communication in the 
press or social media.

 • About half made at least one 
major business change because 
of shareholder activism; the most 
common were share repurchases, 
management or board changes, 
divestitures, and performance 
improvement initiatives.

Because shareholder activism shows 
no sign of abating, companies may 
need to review their approach to 
investor engagement and arrive at 
response protocol to implement 
when an activist emerges on 

2019 Directors’ Alert | Shareholder engagement and activism
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Establishing the board’s role 

Shareholder engagement and activism | 2019 Directors’ Alert
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Actions to consider in light of activism

 • Exercise strong risk oversight and 
organizational governance.

 • Monitor the company’s shareholders and 
their goals.

 • Ensure that the company’s investor relations 
team performs well.

2019 Directors’ Alert | Shareholder engagement and activism



17

 • Request an activist vulnerability assessment. 

 • Review management’s activist-campaign 
response plan.

Engage and embrace

Shareholder engagement and activism | 2019 Directors’ Alert
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Jonathan Goodman

 

 • Ensuring that management has a winning 
strategy.

 • Viewing a company’s strategy through an 
activist lens. 

 • Encouraging engagement rooted in strategy. 

 • Leveraging real or potential threats of 
activism. 
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Mellody Hobson is the president 
of Ariel Investments, and serves as 
chair of the Board of Trustees of Ariel 
Investment Trust.

Mellody also serves as vice chair of 
the board of Starbucks Corporation, 
and as a director of JPMorgan 
Chase. She is the former board 
chair of DreamWorks Animation. 
Furthermore, she is a board member 
of the Rockefeller Foundation, 
George Lucas Education Foundation, 
and Lucas Museum of Narrative Art. 

As a Chicago-native, Mellody is 
involved in numerous organizations 
that focus on improving the city. 
She serves as chair of After School 
Matters, and as a board member of 
The Chicago Public Education Fund. 

African-American woman to become 
chair of the Economic Club of Chicago 
in its 90-year history. She is a regular 
contributor for CBS News, provides 
weekly money tips on the Tom Joyner 
Morning Show, and authors a column 
for Black Enterprise Magazine
Time Magazine named Mellody as one 

the World.  

How do boards distinguish between 
long-term and short-term thinking?

ourselves “the patient investors” and have 
a turtle as our logo. We believe that the 
long term is the foundation of how we 
think about investing in public companies. 
To me, the long term is about strategy 
and driving long-term shareholder 
value and growth, while the short term 
is more about tactics. Your long-term 
strategy and growth help determine your 
short-term tactics, and your short-term 
tactics support your long-term strategy 

How are directors applying a long-term 
lens in the boardroom?
As investors, we are not about investing 
for the next quarter or even the next year’s 
earnings. We consider the underlying 
value of businesses over time, and I bring 
that perspective with me into boardrooms. 
I believe many board members share 
that view of long-term value creation. 
The challenge is dealing with the day-
to-day real world of Wall Street, the 
media, and various constituents. While 
a board has to consider constituents’ 
issues and concerns, I believe the job of 
a board member is to drive long-term 

How can boards avoid being overly 
short-term focused? 
A good board avoids getting caught up in 
the day-to-day noise, because that’s what 
most of it is. A good board stays focused 
on a clear goal that is supported by a 
strategy and a plan. A plan that can be 

champions adapt, and you have to adapt, 
often due to short-term issues. You have 

How do you, as a board member, walk 
those lines?
I often ask myself, “If we were a privately 
held company, what would we do?” It’s 
a way of setting aside forces that might 
lead you away from the best decision if 

they wouldn’t be if you were a private 

the decision you would make as a private 
company versus a public company, ask 
yourself why that is. You can isolate forces 
that might lead you down a short-term 
rather than long-term path. That question 
helps me anchor my thinking.

How are boards thinking about 
technology-driven disruption?
That’s a big topic that dominates a lot of 
boardroom conversations, and it’s an 
important one. If a board is not having 
that conversation, it would be problematic. 
Everyone is trying to see into the future 
to understand what will help and hurt 
the company in terms of technology, and 
this goes across industries. We see those 
conversations across all organizations 
from small and mid-cap domestic 
companies to global organizations.
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Are boards recruiting more directors with 
tech and IT experience to their ranks?
Board members with digital expertise are in high 
demand. When people tell us they are looking 
for board members, they often want people 
with digital backgrounds. A few years ago, it 

often come in waves, but currently the demand 

How can boards be proactive in anticipating 
these changes?
Good boards try to see around corners. That’s 
part of their job. That doesn’t mean they can be 
sure of the answer, but they try to anticipate. 
Good boards are proactive.

Should board members speak directly 

I think it’s a bad idea to have board members 

should serve as a strong voice for the company, 
and obviously the executive team deals 
directly with investors. There are situations 
where an investor might ask to meet with a 
lead director or chair if the chair and CEO are 
separate. I had that experience when I was 
chair of DreamWorks. But that does not occur 

So, I have not been in a situation in which 
random investors call to speak with me, nor 
would I make myself available in that way. 
There are times, at Ariel, where we will ask to 
have access to a chair, but we do that through 
the company in which we’ve invested. I think a 

What can a board do to understand the 
makeup of the shareholder base in terms of 
their short- versus long-term orientation?

investor relations reports that portray your 
top investors, the conversations the company 
is having with them, and the key issues they’re 
raising. Because I am in the investment 

are out there and their reputation, and I see 

value-oriented investors. So, I probably have a 

most directors. In a well-run company with an 
engaged board, you have a very good sense of 
the shareholder base and their concerns.

I also read the Wall Street research on our 
companies, those we invest in, and those where 
I am on the board. That allows me to see on a 
regular basis what analysts are saying about our 
companies, and we review that information in 
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How do boards respond to analysts’ reports, 
whether positive or negative?
I actually don’t react. I am focused on the 
long term and on strategy. Sometimes the 
points being articulated can be noise or do not 

reports I tend to look at the themes or at areas 
where we are not communicating as well as we 
should. I also get a sense of our competitors 
from reports that compare companies. It is 
simply information I want to know, and I want 
to understand what is being said. I think the 
idea of reacting to it would be missing the point, 
because I am focused on the long term.

What major ESG areas should boards be 
focusing on?
Ariel has expertise in ESG and we’ve been 
involved in ESG-related issues for much of 
our history. I think the evolving themes are 
obviously around climate and climate impact, 
as well as governance. We’re also seeing 
institutional investors increasingly concerned 
about governance-related issues like gender 
and ethnic diversity on the board, as well as the 

However, measurement and standardization 
are very challenging issues. There’s a real lack 
of standards, which leads to a great deal of 

this area challenging for investors.

Are organizations rising to this challenge?
The conversation is growing because investors, 
especially institutional investors, are asking 
about it. Ten years ago, you would occasionally 
hear these questions. The questions are now 
being frequently asked, but the “answers” aren’t 
easy to categorize. You can’t put these issues 
into boxes because there’s a highly qualitative 
aspect to them. I would say the assessment part 
is where we have a ways to go.

Has taxation gotten more on the board 
agenda over the past few years?
Tax is a big part of a board’s agenda. The 
reasons include sweeping tax changes in the 

and charges companies had to take to repatriate 
assets. As companies became more global they 
realized they had cash in various jurisdictions; 
they needed to decide how to use it, and where 

moving their headquarters to favorable tax 
jurisdictions has also become a concern. These 
conversations have been driven by changes in 

What else should directors keep in mind over 
the long term?
Good boards think long term about every issue 
and decision they face.

A conversation with Mellody Hobson | 2019 Directors’ Alert
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The evolving ESG landscape: Trends 

 • Impacts are increasing and increasingly 
important. 

 • Transparency is the new normal.

Olivier Jan

Environmental, social, and governance (ESG) | 2019 Directors’ Alert
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 • Reputation is an indispensable asset. 

 • The workforce cares.

 • Business value is at risk.

Investors look to ESG

2019 Directors’ Alert | Environmental, social, and governance (ESG)
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Sources of guidelines

Boards, CFOs, and audit committees should be aware of 
organizations and initiatives that promulgate ESG reporting 
guidelines. Some of these include:

 • The Global Reporting Initiative is a network-based organization 
committed to improving sustainability reporting; its 
participants include business, social, labor, and professional 
organizations. GRI’s Sustainability Reporting Guidelines 
are widely used by large companies and set forth reporting 
principles, standard disclosures, indicator protocols, and 
economic, environmental, and social performance measures. 
The latest release stresses “material aspects” to help 

5

 • The International Integrated Reporting Council promotes 
periodic, holistic reporting about value creation. The IIRC 
helps organizations consider how environmental strategy, 
governance, and performance can create value in the short, 
medium, and long term. The IIRC also strives for a reporting 
environment that promotes understanding of strategy, drives 
performance internally, and attracts investment.

 • The Sustainability Accounting Standards Board sets sustainability 
accounting standards for publicly listed companies in the 
United States for use in disclosing material sustainability issues 
to investors and the public. It is developing standards for more 

convening industry working groups to establish accounting 
metrics, and providing education on how to recognize and 

 • The World Federation of Exchanges, a global industry association 
for exchanges and clearinghouses, published principles 

markets to reduce socioeconomic and physical risks. While 
member exchanges are not required to adopt additional rules 

members have issued such guidance, and the new principles 
were greeted as a milestone by the United Nations Sustainable 
Stock Exchanges initiative.

Environmental, social, and governance (ESG) | 2019 Directors’ Alert



28

Guiding the enterprise toward greater 
sustainability for the long term

 • Request a formal ESG assessment. 

 • Urge management to engage with 
stakeholders.

 • Insist on high-quality internal 
ESG reporting.

 • Encourage more proactive disclosures 
and goal setting. 

 •
responsibilities. 

2019 Directors’ Alert | Environmental, social, and governance (ESG)
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What is your view on short-termism 
versus long-termism at the board level?
I would say that short-term and long-term 
thinking are interrelated, and you cannot 
really separate them. The short term 

The long-term view is critically important 
because that forms the backdrop of every 
company’s strategy: its direction and 
where it wants to be in the future.

However, if you set too long of a time 
horizon, it can become unrealistic. These 
days, short term should cover one to 
three years whereas long term would 

term. With technology and the whole 
world changing so rapidly, organizations 
can develop core long-term principles 
and values while adapting a shorter-term 
strategy. Of course, time horizons will 

Are boards ready for Industry 4.0?
It is hard to gauge readiness because it 

prepared. Being prepared means that you 
have thought through the issues and the 
organization is prepared to adapt. Given 
the prevalence of technology disruption, 
boards need continuous education in 
this area and need to stay abreast of 
the impacts, risks, and opportunities 
that technological changes pose to their 
respective industries.

How does boardroom diversity impact 
its preparedness for the long term? 
Preparedness means knowledge of the 
current issues and their potential impacts. 

Diversity will help, because having various 
perspectives will enrich the discussion and 
debate. It’s almost a given these days that 
you need diverse viewpoints, which makes 
the composition of a board so important. 
But being prepared goes beyond the 
diversity characteristics of gender and 
age. Being prepared is more about having 
a board that is well educated on the 
potential issues and impacts.

How can boards plan for the long term 
during an uncertain and volatile period?

situation on the Korean peninsula made 
headlines. In this case, a consumer goods 

goods company had a large market in 
South Korea, they had to consider the 
impact on its markets and customers. 

might be to reconsider its risks in Asia. At 
the time, it all seemed very real, yet a few 
months later the risk seemed to have been 
defused. So, whether a board should take 
action depends on the situation, the issue, 
and the organization’s industry.

At the securities exchange, we understand 
that market volatility and various crises 
will come and go, and that there is little 
we or our board can do about that. On the 
other hand, systemic preparedness will 
ensure that our systems and operations 
are resilient and are able to handle 
unexpected situations and volatility. 
That is what we strive for, whether the 
situation is geopolitical or something 
else. Each issue should be considered and 

Laura Cha is a member of the 
Executive Council of the Government 
of Hong Kong, chair of Hong 
Kong Exchanges and Clearing Ltd 
and a member of the Financial 

Laura is also the non-executive 
deputy chair of The Hongkong and 
Shanghai Banking Corporation, 
an independent non-executive 
director of HSBC Holdings plc and 
The London Metal Exchange, and 
serves as a non-executive director at 
Unilever plc. 

Furthermore, Laura is a senior 
international advisor to Foundation 
Assets Management Sweden AB, a 
member of Sotheby’s International 
Advisory Board, vice chair of the 
International Advisory Council of 
the China Securities Regulatory 
Commission, and a director of the 
World Federation of Exchanges.

person outside Mainland China to-
date to join the Central Government 
of the People’s Republic of China 
at the vice-ministerial rank when 
she was appointed as vice chair of 
the China Securities Regulatory 

She served in that position until 
September 2004. She also worked 
for the Securities and Futures 
Commission in Hong Kong from 

The Financial Services Development 
Council of Hong Kong from January 

2019 Directors’ Alert | A conversation with Laura Cha 
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What type of strategic plan do you 
communicate to your investors?
Our next three-year strategic plan will be 

Many organizations have useful ways of 
communicating their plans to investors, 
with investor relations generally playing an 
important role in that.

Do boards often hear from investors on 
their short- and long-term views?
In Hong Kong, the situation is slightly 

amount of retail participation in the 
stock market. One can expect to hear 
many viewpoints from various investors, 
but most of our institutional and retail 
investors fall broadly into two groups. One 
group mainly wants to know that there’s 
a sound dividend policy with dividends 
declared every year. The other group is not 
focused on dividends and may not want 
dividends declared. This group appears to 
be focused more on the long term. These 
investors realize that the organization 
probably has a long-term strategy that will 
enable it to declare a dividend further into 
the future.

What long-term concerns tend to be on 
the minds of institutional investors?
ESG is high on their agenda, and I’ve seen 
this building up for a few years now. It’s 

many ways in which an organization can 

I have seen some sovereign funds that 
have said they will no longer invest in fossil 
fuel industries or in the tobacco industry. 
That emanates from ESG concerns. 
Corporate social responsibility will 
remain high on the board’s agenda, with 
the environment being an increasingly 
important element of ESG.

What would you say are the most 
important long-term aspects of ESG for 
Hong Kong-based companies?
Again, it depends on the industry, but 
I would say that the social component 
is one that most Hong Kong companies 
are embracing. This tends to cut across 
all industries and can take the shape of 
caring for the community. As a securities 

literacy. Governance is also a very 
important aspect of ESG.

Mainland China is considering 
adopting mandatory ESG rules. How 

Yes, they are ahead of Hong Kong in 
that area. We are looking into their 
proposals and into ways to expand on our 
requirements in this area.

What are the long-term focus areas for 
Hong Kong company boards? 

made has been slow. If you look at gender 
diversity on Hang Seng Index company 
boards in particular, the proportion of 
women serving on boards has risen from 

recent years. This is an area that needs 
improvement relative to other markets. 
Beyond diversity, there are other focus 
areas. For us, our long-term relationship 
with the Mainland Chinese markets is 
quite important. Meanwhile, technology 
is of course an overriding issue for all 
exchanges and for all companies. 

A conversation with Laura Cha | 2019 Directors’ Alert
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What’s driving change?

9 

Albert Baker
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Unprecedented change in taxation

The OECD’s BEPS project has introduced a number of actions 
guided by the principles of coherence, substance, and 

some that many MNCs were not paying their “fair” share of tax 
and were engaging in legal tax arbitrage.

Some of the actions now being implemented include:

 • Global Country by Country Reporting, which calls for detailed 
reporting of corporate taxpayers’ foreign operations to be 
shared with tax authorities around the world, thus increasing 

to exchange information.

 • Global transfer pricing guidelines with more detailed global 
and country reporting and a focus on allocating income to 
those countries where activities are performed and economic 
substance
reporting, but the new guidelines have been applied by many 

 •

changes into existing treaties and prevent using treaties for 
tax avoidance. This initiative is expected to impact over 2,000 

 • Automatic global sharing of local-country tax rulings among 

 • A harmonized global approach to patent box incentive regimes, 

 • Eliminating mismatches in country tax laws applicable to 
taxation of cross-border hybrid instruments and entities; 
countries are implementing anti-hybrid rules into local 

 • Restricting the deductibility of corporate interest expense 

 •

BEPS project:

 •

described above and further measures, including a General 
Anti-Abuse Rule; a tax intermediaries directive to increase 
reporting requirements as of July 2020, with some retroactive 
application; and European Parliament TAX3 Committee work 

 •
using a temporary measure pending global consensus in this 

 •

foreign subsidiaries and other measures, including:

 A Global Intangible Low-taxed Income regime that taxes 
earnings above certain thresholds in foreign subsidiaries on 

 A Foreign-Derived Intangible Income regime that taxes 

 

on taxable income, computed without regard to the related-

 •
Standard (CRS)/Automatic Exchange of Information calls for 

country of residence of any accounts opened; 49 countries 

Tax strategy | 2019 Directors’ Alert
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Tax-driven risks

views of the evolving tax landscape.  

participants from 39 countries 
include the following:

 •
agree that tax structures are now 
under greater scrutiny by tax 
administrators than a year ago.

 • 49 percent agree or strongly agree 
that country tax authorities are 
becoming increasingly aggressive 
in tax examinations.

 •
transfer pricing reporting 
requirements resulting from BEPS 
will substantially increase their 
corporate tax compliance burden.

 •
the lack of domestic guidance on 
BEPS-related legislative changes, 

consistency in interpretations of 
new transfer pricing guidelines by 
tax authorities in various countries. 

These responses highlight the need 
for organizations to take a strategic, 
multidisciplinary approach to 
changes resulting from tax-related 
government initiatives. In the past, 
this might not have required the 
attention of senior management and 
the commitment of organizational 
resources, but the new environment 
now requires both to support long-
term success.

2019 Directors’ Alert | Tax strategy
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Overseeing tax strategy, policy, and risks

 • Business strategies and models: 

 • Systems and technology: 

 • Reputational considerations: 

 • Talent models:

Tax strategy | 2019 Directors’ Alert
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 • Reporting and disclosures:
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 •

 •

 •

 •

 •
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Act now for long-term results

 •

 •

 •

David Cruickshank
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 • Engaging in continuous education to stay 
abreast of new developments in technology, 
innovation, strategy, risk oversight, and 

 • Demonstrating added value to senior 
management and other stakeholders 
and making contributions to the wider 
organizational ecosystem

 • Engaging in independent evaluations to 
improve the performance of boards and 
individual directors. 

Strong leadership by the board chair will 

the following skills, characteristics, and 
success factors as being vital for the chair of 

 • Strong emotional intelligence and 

carefully, work with groups of diverse 
individuals, and manage increasingly 

 • Agile and curious mindsets with a propensity 
to scan the horizon for developments and 
monitor for possible disruptors

 • Humility and the ability to create space 

team, and make challenges constructively 

creativity and drive

 • An appropriate understanding of the 
business and competitive landscape, along 
with needed technical knowledge of the 
business and its evolving environment.

Like the organization of the future, boards 

actions undertaken in the present. Boards 
have the opportunity and the responsibility 
to see that current activities lead to long-term 
betterment. In a very real sense, long-termism 
begins with the board and the board chair. 
While business will become increasingly 

intelligence, and robots in the decades ahead, 
it will be the human decisions that will shape 
the future.

Conclusion | 2019 Directors’ Alert
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Global

North America
Canada

United States

 
Latin and South America
Argentina

Brazil

Chile

Colombia and Peru

Costa Rica

Curaçao

Mexico

Trinidad and Tobago

 

Australia 

China

Hong Kong

India

Indonesia

Japan

Korea

Malaysia

New Zealand 

Philippines

Singapore

Taiwan

Thailand

Vietnam

Europe, Middle East  
and Africa 
Austria 

Belgium

CIS

Croatia
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Long-term value creation: Understanding the fourth industrial revolution

Investor engagement and activist shareholder strategies 
What the board needs to know and do for the long term

The board and ESG 
Going long on the future of the enterprise
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Tax strategy for the long term: Is your organization getting it right?

Further reading
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