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Presentation Notes
No man ever erected a monument for a committee

Not yet, that is…

Clear logic behind it

ICs – ad-hoc

No systematic approach to creation or execution

Faced structural impediments

Subjected to political influence
Lacked-long term agendas
Lacked requisite levels of competency
Run by an uncommitted chair

The situations have been quite difficult historically…
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The investment 
industry is a complex 
ecosystem.

Presenter
Presentation Notes
And, we would suggest that its not going to get an easier going forward

The investment industry is a complex adaptive system

VUCA

Investment industry is changing.

We have changing Participants 

Changing Technologies 

And changing Markets 


But we do know one thing for certain going forward

That we’ll be asked to take decisions within this context
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Round-trip transitions by U.S. plan sponsors
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Source: Goyal and Wahal (2008), The Journal of Finance

3 years 
before change

3 years 
after change

Hired managers 
have performed 
well for 3 years

Performance of hired 
managers is close to 
benchmark over next 3 years

Terminated 
managers see 
performance 
rebound 

Terminated 
managers have 
underperformed 
for 3 years

Excess returns

Average 
value lost:
0.79%

Manager 
change
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So, I’m sure all of you recognize that you’ve been involved in

The firing of a manager because of poor past performance.

As well as,

The hiring of a manager because of positive past performance?

Interesting, right?

We know what the literature says…

We know that very few managers, if any, can consistently out-perform the markets

This form of decision-making is value destructive. Destructive to the tune of effectively 80 basis points after 3 years.

In a world where, where we’re speaking about returns in the range of 4% for a 60/40 portfolio, a 80bps resonates with a different meaning.

Yet investors takes these decisions time and time again

We succumb to both Recency Bias and the Hot Hand Fallacy all at once

It’s like in sports, whether its hockey, soccer or basketball – 10 touches 9 baskets – give it to him again…doesn’t work this way –

We know that they’re independent of each other – yet time and time again, we fall victim to those decisions
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The current norms of practice of investment 
committees reflect their ancestry and evolved folklore.
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So maybe just a quick story here to put this into context

I went to the University of Leuven in Belgium and studied International Relations a long time go.

One of my professors at the time was a Czech national who was teaching a class on Linguistics and its role in the concept of Cultural Nationalism

He often referred to a word that was, in his terms, untranslatable into English yet fundamental to Czech culture and identify.

The word was Litost.

Soon after the semester began, he was invited to join the University’s Endowment Investment Committee where week after week he would come back into our class – a broken man – a shell of his former self

And then, on one occasion, after a morning Investment Committee meeting he came rushing into the class and told us that he finally had found a proper translation.

“Misery and self-loathing’

The translation crystallized through his interaction with the IC

The investment committee was broken. And had no hope of revival.

Is there a way to create a better IC? A way to create best practice within an IC?

We believe there is…
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Role Composition Process Culture
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We believe there are 4 primary categories related to Best Practice IC: 

Role - the spectrum of responsibilities and accountabilities

Composition - who is involved and why

Process  - decision making rights, frequency of meetings

Culture – values, beliefs, how trust is engendered across the committee

So what I thought I’d do is to present 10 of the leading attributes related to a best practice IC. 

Now just a word of caution – this is not a top ten list in the spirit of David Letterman and the Late Night Show

It simply represents our current views on 10 leading attributes

So why don’t we dive right in




Has a 
strategic focus
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Mission Clarity – Where, What, When

So…number one…

A best practice IC has mission clarity

They understand the ambition of the fund and/or the organization

They understand - 

WHERE they need to head

WHAT needs to be achieved

WHEN it must be achieved

There is a clear direction of travel
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Delegates

Presenter
Presentation Notes
Delegation – Hire or partner

Number two…

A best practice IC understands that everyone delegates. 

It’s only a matter of ‘to what degree’

- Hire a competent CIO and build out a strong Executive team

- Partner with an outsourced CIO model

The job of the IC is to make sure things get done…

Not necessarily to always do them, themselves
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Effective 
management 
and oversight
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Responsibility – Balancing, Linking and Promoting

Number 3

A best practice IC understands its responsibility

I typically speak about Balancing, Linking and Promoting

Balancing performance and compliance

Linking key drivers of the business - customers, internal processes, and employees.

And, promoting accountability and ownership
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Competent and 
diligent members
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Competencies – Right people on the bus

Number 5

A best practice IC believes understands competitive advantage

This is the typical Jim Collins quote:

‘Getting the right people on the bus, the wrong people off the bus and the right people in the right seats.’

Who are the members?

Why were they selected?

What is their experience? 

Expertise?
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Sized appropriately
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Size  - 2 pizza rule

Number 4

A best practice IC is sized appropriately. 

This is the Jeff Bezos ‘two pizza rule’

He believes two pizzas should be able to feed the entire group

So, said differently….

Large enough to have breadth and depth of competency

Small enough to drive to action

Our experience suggests the right number falls between 5-7
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Chair sets direction and 
facilitates best practice
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Chairing - IDEA

Number 6

A best practice IC has a committed and dynamic chair. Our experience suggests that a best practice chair commits 3x the amount of time than that of a regular member

A Best Practice chair also shares other attributes. I like to think of these by using the acronym IDEA:

I – influence – capable of influencing the fund and/or the organization

D – capable of directing facilitating decision-making

E – engages all members and draw out contributions – not just the dominate voices

A – acts a as dynamic liaison with the Board and the Executive Team





Diverse
thinking 
and unified 
decisions
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Cognitive Diversity

Number 7

A best practice IC pursues cognitive diversity

This is one of my personal favorites and a topic that my colleague Tim Hodgson will address later in the day in more detail
 
Essentially, we think about diversity across three different categories

There’s surface diversity – race, gender and age – diversity that you can see

There’s deep diversity – underlying differences in perspectives, opinions and worldview

And then there is cognitive diversity – where we have three different types of thinking

Verbal reasoning – lawyers
Spatial visualization – surgeons and engineers
Object visualization – artists and graphic designers

Basically, cognitive diversity allows us to get through roadblocks – not getting stuck on the same problem or same problem but not the same area.  

Which, is quite critical for an IC
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Well-grounded 
principles

Presenter
Presentation Notes
Purpose – mission, values and beliefs

Number 8

A best practice IC has a clear purpose

Understands its meaning and 

Has a process to advance mission, value and beliefs

And, in many cases, these principles will incorporate both financial and non-financial factors. 
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Effective and 
balanced 
governance 
framework
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Governance - RAM

Number 9

A best practice IC has a clear understanding of a governance operating model

“What gets measured gets managed” 

The governance framework is effective at addressing

Responsibilities
Accountabilities
Measurement

And this covers both internal and external resourcing
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Strong and 
positive culture

Presenter
Presentation Notes
Culture - CIE

And finally…number 10

A best practice IC understands the importance of culture

Combining 

- Collaboration
- Integrity
- Excellence

In addition, it also promotes a sense of celebration when progress is made – 

It becomes part of the collective memory of the organization
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Let’s build that 
monument

Presenter
Presentation Notes
So that’s the ten.

We often hear that it’s great to identify the leading attributes of Best Practice

Yet it’s difficult to implement.

There are so many contingencies to account for…

We know that markets are changing and so will the needs of Investment Cmtes

We’re solving for X today…tomorrow we might be solving for Y

It reminds me of a story that Astro Teller has told on numerous occasions that speaks to innovation and execution…

X – formerly Google X

I would encourage all of us to recognize the power of action. 

Dreams just aren’t visions – they are visions coupled with strategies to make them real

Do we have al the contingencies. No.

Should that stop us from taking action. Absolutely no.

Will there be bumps and bruises along the way – I would suspect yes. But nothing is more intoxicating that possibility.

I would encourage you to take that step and we would be honored, as a firm, to take that step with you.

Let’s build that monument
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Questions
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The information included in this presentation is intended for general educational purposes only and should not be relied upon without further review with your Willis Towers Watson consultant.  
Willis Towers Watson is not a law, accounting or tax firm and this presentation should not be construed as the provision of legal, accounting or tax services or advice.  Some of the information 
included in this presentation might involve the application of law; accordingly, we strongly recommend that audience members consult with their legal counsel and other professional advisors 
as appropriate to ensure that they are properly advised concerning such matters.  Additionally, material developments may occur subsequent to this presentation rendering it incomplete and 
inaccurate. Willis Towers Watson assumes no obligation to advise you of any such developments or to update the presentation to reflect such developments.

In preparing this material we have relied upon data supplied to us by third parties. While reasonable care has been taken to gauge the reliability of this data, we provide no guarantee as to the 
accuracy or completeness of this data and Willis Towers Watson and its affiliates and their respective directors, officers and employees accept no responsibility and will not be liable for any 
errors or misrepresentations in the data made by any third party.

This document may not be reproduced or distributed to any other party, whether in whole or in part, without Willis Towers Watson’s prior written permission, except as may be required by law. 
In the absence of its express written permission to the contrary, Willis Towers Watson and its affiliates and their respective directors, officers and employees accept no responsibility and will 
not be liable for any consequences howsoever arising from any use of or reliance on the contents of this document including any opinions expressed herein. 
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