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Everyone has experienced a conflict of interest.  If there isn’t a conflict of interest, then people 
aren’t doing anything. The problem is not that there is a conflict, but how you manage it.  It’s bad 
if it’s not recognised. 

What gives rise to conflict? 

– Direct or indirect financial interest in a decision.  

– Non- pecuniary interest (family relation or personal/emotional relationship or antagonism). 

– Another affiliation (e.g. with another employer or organisation). 

– Anything which will affect independence of thought in making a judgement. 

– Have to apply the “Business judgement rule” – what a reasonable person could be expected 
to know and to do. 

– If you make a bad judgement call, you can still be protected if you don’t have a personal 
conflict of interest, and have endeavoured to make a ‘good quality’ decision in relation to 
process. 

– Areas of common concern are: 

– Employment issues, performance reviews, allocation of staff contracts. 

– Board members who are nominees or representatives of another organisation or body. 

– Holding a directorship or being in a partnership that deals with the organisation on 
whose board you serve.   

– Using information from one organisation for personal of financial gain. 

– Causing a detriment to the organisation, even if you get no benefit, or no-one else gets a 
benefit. 

– Using board membership to gain a personal benefit that would conflict with the interests 
of the organisation. 

– It is fine for company to employ a board member in a paid position/contract for services, 
so long as the terms of the contract are genuinely the same as others available in the 
market. 

– Avoiding conflict 

– Mustn’t attempt to influence management to favour oneself or another company. 

– Mustn’t attempt to direct management in a decision that might cause detriment to the 
company or organisation. 

– Conflict through knowledge gained from one organisation and used in the context of 
another. 

– Example - people allowing emotion to get in the way of good decision making. 
Fundamental bad team-work. 

– Dealing with conflict 

– Declare the conflict. 

– Where there is a conflict, other board members should decide whether person should 
leave the boardroom or stay during the discussion.  David Grace recommends that they 
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should go even if only one board member feels the conflicted person should go. 
Otherwise it will inhibit the debate and influence the decision. Allow the conflicted 
person to have their say if they want, and then leave the meeting.  The board is then 
seen to be acting with integrity. 

– Why does this matter? The accountability of the board is to funding bodies and 
members, not to shareholders. Conflict means that quality of decision-making is 
compromised. 

– A new board member asking a difficult question can be very valuable in challenging 
people who are doing things “the way they have always been done”. 

– Conflicts of interest inhibit the debate. 

– If conflict is not addressed, there is a danger that specific interests can dominate board 
decisions - undue weight may be given to a sector or special interest. 

– Boards feel more secure once they’ve had good open debate and dealt with the issue. 

Having the right culture in the boardroom is something for companies to deal with –– policies, 
attitudes, processes.  Having and showing a culture of compliance is important in having a 
defence against prosecution for a mistaken decision. 

Important for arts organisations to have a transparent process – if they lose the goodwill of the 
community, there will be major impacts (audience, funding, etc).  Have to demonstrate that the 
board is clean.  Perception can cause as much damage as the reality. 

Have a written code of conduct that encompasses: 

– Conflict of interest – respect for chair’s decision on conflict, even if only perceived 

– Declaration of interests – to be signed annually by board members - more often if something 
changes (not a public document, but open to other board members). Declaration can be made 
at start of every agenda.  

– Respect for colleagues 

– Decisions based on good reasons 

– It’s not always possible to protect against dishonesty, but there are a number of things that 
discourage dishonest behaviour. 

Pro bono work 

The issue of pro bono work was raised by an Umbrella board member, who has been doing pro 
bono work in marketing for Umbrella and some other arts organisations. She was also working for 
Umbrella as a paid contractor for some months, before being asked to join the board 

David Grace advised her to discuss the matter with the Chair and then announce the conflict of 
interest at the first board meeting: that is, that she has a continuing interest in doing the work, 
and that the amount charged is less than the commercial rate.  Make sure board is happy to 
continue. Offer to leave the meeting while they discuss it. Request the board to put a time limit on 
the paid work – that it be up for review in 6 or 12 months. Make sure all details of the discussion 
including rates charged, are recorded in the minutes. 

 

 

 


