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Abstract
The corporate political activity literature suggests that business executives’ personal 
service in government creates bureaucratic capital which can be deployed in ways 
that favour private firms. We investigate whether there are firm-specific benefits 
for UK companies with executives simultaneously serving as non-executive direc-
tors (NEDs) on the corporate governance boards responsible for the oversight of 
UK government agencies. We also explore whether these benefits are greater for 
firms that have “insider” status – FTSE100 companies. To estimate potential firm-
specific benefits from executives’ service on government boards, we employ a novel 
database of the NEDs sitting on the departmental and agency boards in UK central 
government for the period 2008-21. Information on these NEDs is supplemented 
with data on market and financial performance, and tax liabilities for a large sample 
of UK-registered companies. Our statistical results indicate that firms with execu-
tives simultaneously serving as NEDs on government boards have higher market 
capitalization, higher turnover and lower taxation. Further analysis indicates that 
the benefits of executive board service in government are particularly strong for 
FTSE100 companies, but that for these companies such service may be associated 
with weaker profitability.

Keywords  Corporate political activity · Political connections · Insiderness · Firm 
performance
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1  Introduction

Private firms undertake Corporate Political Activity (CPA) to maximize control over 
the regulatory environment in which they operate (Lawton et al., 2013; Rasche, 
2015). Within this setting, personal service in government through “revolving door” 
appointments has become increasingly important. For private firms, personal service 
can facilitate lobbying, create new markets, and send a powerful signal to markets 
that a firm has the government’s support (Hillman et al., 1999). However, despite 
growing interest in the dynamics of personal service (e.g. Houston & Ferris, 2015; 
Byun et al., 2018; Carretta et al., 2012), research has yet to address whether business 
executives who simultaneously serve as Non-Executive Directors (NEDs) on central 
government boards garner firm-level benefits or the potentially moderating effects of 
firm “insiderness” on those outcomes.

To date, scholarship dealing with personal service identifies firm-specific benefits 
from the election and appointment of business leaders to political office (Luechinger 
& Moser, 2014; Szakonyi, 2018). Such benefits could be accumulated particularly 
efficiently by executives who simultaneously serve on government boards because 
NEDs obtain inside knowledge about regulations and develop “special relationships 
with the government” (Brezis & Cariolle, 2019, p.596), while still being active busi-
ness executives. When executives participate as NEDs in in the “real time” gover-
nance of government agencies, they build networks of influence (Brezis & Cariolle, 
2019), co-creating their own “bureaucratic capital” and that of the politicians and 
civil servants with whom they work. Firms with more executives simultaneously 
serving as NEDs on government boards will therefore likely have better performance 
than those with fewer executives serving as NEDs or none at all.

In addition to emphasising political connections, CPA research suggests that the 
value created through linkages between business and government may be contin-
gent on the strength of those linkages (Acquaah, 2007; Lester et al., 2008; Sawant 
et al., 2021). The degree to which policy-makers consider a firm an “insider” within 
the policy-making process may therefore be a critical moderator of the relationship 
between executives’ service on government boards and firm-specific outcomes. 
“Insider” status is achieved when a firm develops a long-term consultative relation-
ship with policy-makers and is trusted by those policy-makers (Grant, 1978). In par-
ticular, large, established corporations cultivate a visible “insider” reputation, which 
enables them to maximise the benefits from the political networks in which they are 
embedded (Berrios, 2006). Hence, “insider” firms with executives simultaneously 
serving as government NEDs may gain greater advantages over rival companies than 
non-insider firms with NEDs. Our contributions to the CPA literature are therefore 
focused on answering two key research questions: (i) do companies with executives 
serving as government NEDs obtain firm-specific benefits; and, (ii) does “insider-
ness” influence the government NED-firm benefits relationship?

Scholarly interest in the boards of public service-delivery organizations, such as 
schools and hospitals, is growing (Kirkpatrick et al., 2017; Land, 2002; Roberts & 
Connors, 1998). However, the corporate governance boards that oversee central gov-
ernment ministries, departments and agencies, and the NEDs who sit on them, remain 
almost completely neglected. To our knowledge, only two empirical studies have 

1 3

338



Business executives’ service on UK government boards and firm…

examined the work of NEDs on departmental boards, providing valuable background 
on their role and responsibilities (Hazell et al., 2017; Kakabadse & Kakabadse, 
2023), but offering little analysis of firm-specific benefits. This lack of research inter-
est is remarkable given the media stories about the conflicts of interest that surround 
the NEDs serving at the heart of UK government (Merrick, 2020; Payne & Thomas, 
2021; Savage, 2021). Firm-level benefits from NED service are thus a subject of 
timely importance, especially given the trend towards the “boardization” of central 
government in many countries (Lafuente & Nguyne, 2011), and increasing interest in 
new and alternative CPA tactics (Katic & Hillman, 2023).

To develop new knowledge about CPA and firm performance, we investigate 
whether firms accrue benefits from the simultaneous personal service of their execu-
tives on the boards of UK central government departments and agencies: public orga-
nizations that manage public policy for the national ruling political party of the day. 
We employ a unique database of the NEDs on government boards, supplemented with 
corporate financial and taxation indicators from the annual accounts of all the firms 
included in the major FTSE indices, plus non-FTSE UK firms from which NEDs are 
drawn. The data extend from 2008 to 2021. Our analysis compares firms with execu-
tives simultaneously serving as government NEDs with firms that do not have such 
executives, controlling for other relevant firm-level covariates. Our results indicate 
that firms with executives serving as NEDs on departmental and agency boards tend 
to achieve higher levels of market and financial performance, and have lower levels 
of taxation than firms with fewer or no government NEDs. Further analysis indicates 
that most of these benefits are stronger for FTSE100 companies, but that profitability 
is weaker for FTSE100 companies with NEDs serving on government boards.

In the next section of the paper, we review the literature on personal service and 
firm-specific benefits, before developing hypotheses about the performance of com-
panies with executives simultaneously serving as government NEDs. We then reflect 
on the importance of “insider” status for CPA and posit a hypothesis on the moderat-
ing effects of “insiderness” on the government NED-performance relationship. In the 
third section, we describe the study context and our empirical approach. In the fourth 
section, we report our statistical estimates, presenting evidence on the firm-specific 
benefits of having executives serve as government NEDs and the moderating effects 
of “insiderness”. In the final section, we discuss the theoretical and practical implica-
tions of our findings.

2  Personal service and firm-specific benefits

Building political connections and gaining access to policymakers is arguably a firm’s 
“single most important political goal” (Schuler et al., 2002, p. 659). Nevertheless, the 
political tactics of their competitors, the time and resources required to obtain the 
trust of policy-makers and the limited attention span of officials driven by the pres-
sures of the electoral cycle can hinder meaningful access (Bouwen, 2002; Schuler et 
al., 2002). Within this context, nurturing deeper political connections through per-
sonal service in government represents an attractive activity for firms seeking to con-
vince policymakers of a company’s preferred outcomes (Hadani, 2007).
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Katic and Hillman (2023) consider the personal service of business executives 
appointed to work in government an informal tactic of direct CPA, because busi-
nesspeople moving into government jobs can lobby policy-makers informally on 
behalf of their past employers (Houston & Ferris, 2015). Former business executives 
serving in government benefit their previous companies by giving advance warning 
of new regulations, procurement and consultation opportunities, and by cultivating 
a network of useful contacts (Langbein, 1986). Active business executives serving 
as NEDs on government boards have opportunities to steer government policy in 
this way on both a formal (and informal) basis while still working for their private 
employers, thereby improving the efficiency of the gains from personal service.

2.1  Performance effects of personal service

Houston and Ferris (2015) distinguish between positive “lobbying effects” from the 
appointment of former government officials to corporate directorships, and positive 
“pork effects” that can generate firm-specific benefits when former corporate execu-
tives are elected or appointed to serve in government jobs. “Lobbying effects” are 
good for firm performance because of the bureaucratic capital (i.e. expertise, insights 
and contacts) that former politicians and civil servants bring from their previous roles. 
By contrast, “pork effects” accrue to firms when former business executives distrib-
ute benefits towards their previous employer as they progressively build bureaucratic 
capital within government. Executives entering government who wish to return to 
private sector jobs have an incentive to influence the policy process in ways that are 
beneficial to potential employers.

Service as NEDs on government boards gives business executives still employed 
by private firms the opportunity to capture “lobbying” and “pork” effects. Public 
service can enable executives to build the bureaucratic capital needed to influence 
politicians and public officials by developing regulatory expertise and brokering new 
connections between their company and relevant policy-makers (Houston & Ferris, 
2015; Sun et al., 2012). Importantly, the on-going service of business executives on 
government boards enables companies to by-pass “the time gap between public and 
private offices” (Brezis & Cariolle, 2019, p. 610). Firms with NEDs in government 
gain better and more regular access to policy-makers that can lead to the award of 
grants and contracts, advance notice of regulatory changes and an “insider” reputation 
that is valued by investors (Hillman et al., 1999). The bureaucratic capital developed 
by business executives who simultaneously serve as government NEDs thus seems 
likely to enable firms to achieve higher levels of financial and market performance.

Executives serving as NEDs provide unique input into policy-making in govern-
ment and develop valuable contacts from whom they can learn about contracting 
opportunities, regulatory changes and policy developments. NEDs on UK govern-
ment boards directly advise on “performance (including agreeing key performance 
indicators), operational issues (including the operational/delivery implications of 
policy proposals), and on the effective management of the department” (Cabinet 
Office, 2017, p. 6). Because of their dual roles inside and outside of government, 
executives serving as government NEDs can transfer firm-specific knowledge that 
enhances their companies’ competitive advantage more quickly than businesspeople 

1 3

340



Business executives’ service on UK government boards and firm…

appointed to full-time government jobs or former politicians who take up corporate 
positions (Bonardi & Vanden Bergh, 2015). Nonetheless, it is also possible that per-
sonal service substitutes for, rather than complements, conventional market strat-
egy, with companies that invest time and money in developing political connections 
diverting resources away from potentially more profitable investments in technology, 
human capital and R&D (Bhuyan, 2000; Bonardi, 2008). Furthermore, executives 
simultaneously serving as government NEDs could prefer to boost their own prestige 
and earning power rather than corporate performance (Hadani et al., 2015).

To date, most of the empirical literature on political connections has found pos-
itive effects from the appointment of public officials as company directors, using 
measures of market and accounting performance (e.g. abnormal returns, market capi-
talization, profitability and sales turnover) (Hadani & Schuler, 2013; Hillman, 2005; 
Niessen & Ruenzi, 2010; Palmer & Schneer, 2016). Additionally, numerous studies 
highlight how the appointment of former or current business leaders to political roles 
may bring benefits for firm performance (Houston & Ferris, 2015; Hillman & Hitt, 
1999; Luechinger & Moser, 2014). However, some research suggests moving public 
officials onto company boards can harm market value and weaken financial controls 
due to the unpredictable nature of political influence and ties (Carretta et al., 2012; 
Hadani & Schuler, 2013). Likewise, while former executives may use their new con-
nections in government to assist companies capture more grants and enhance their 
market power (Faccio, 2010; Szakonyi, 2018), some firms experience weaker market 
value and profitability (Faccio, 2010).

Faccio’s seminal (2006) study indicates that the benefits of political connections 
are stronger when executives serve in government than when politicians sit on com-
pany boards. According to He (forthcoming), connections in government may be 
even more beneficial when firms are able to influence the unelected officials respon-
sible for implementing public policy rather than elected politicians, due to officials’ 
lower level of public visibility. Firms placing executives as NEDs on government 
boards are thus able to reap the greater benefits from personal service in government 
and from the low visibility of the work of governing boards. Therefore, based on the 
theoretical ideas outlined above regarding the value of placing executives as NEDs 
on government boards and the related empirical literature, we posit:

Hypothesis 1: Having an executive serve as a NED on a government board will 
be positively associated with corporate financial performance.

2.2  Taxation effects of personal service

In addition to gains in corporate financial performance, accounting scholars argue 
that companies engaging in CPA are likely to target improvements in tax liabilities 
(Barrick & Brown, 2019). Hanlon and Heitzman (2010) emphasize that tax legisla-
tion is open to the influence of stakeholders outside government. By building connec-
tions inside government, companies can lobby for tax breaks and exemptions, weaker 
regulation and changes in tax law, all of which potentially reduce a firm’s effective 
tax rate (Barrick & Brown, 2019). Business executives serving within government 
achieve these goals by persuading regulators to reduce the costs firms incur to meet 
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regulatory standards (Makkai & Braithwaite, 1992). As a result, it may be possible 
to gain both greater revenue from political connections and to reduce tax liabili-
ties. Indeed, Barrick and Brown (2019) highlight how “firms that engage in general 
CPA appear more likely to engage in tax-related CPA” (p.67). Furthermore, Hill et 
al. (2013) highlight how shareholders value tax-related lobbying. Again, firms that 
employ executives who simultaneously serve as NEDs on government boards may 
accrue sizeable benefits because those executives exchange knowledge between their 
employer and tax authorities more efficiently than executives who accept full-time 
government jobs or the former politicians sitting on company boards.

Empirical evidence on the impact of personal service on corporate taxation is 
comparatively scarce, but research does suggest that political connections facilitate 
aggressive tax planning (Kim & Zhang, 2016). As such, firms with connections in 
government seek lower effective tax rates (see Egerod, 2019; Wang & You, 2022). 
Some scholars suggest tax-related benefits from political connections may not tran-
spire because tax policy changes are diffused across industries (Faccio, 2010) or 
because firms seeking influence may choose to respect the letter of the (tax) law 
(Szakonyi, 2018). However, the wider lobbying-taxation literature highlights that 
companies that intensively lobby policy-makers benefit from lower tax rates (e.g. 
Brown et al., 2015; Richter et al., 2009; Wang et al., 2022), face a lower probability 
of fraud detection (Yu & Yu, 2011) and weaker sanctions for fraud offences when 
they are caught (Fulmer & Knill, 2012). For the above reasons, we propose:

Hypothesis 2: Having an executive serve as a NED on a government board will 
be negatively associated with corporation tax.

2.3  The moderating effect of ‘insider’ status

Firm-level contingencies are likely to influence the effectiveness of companies’ 
efforts to mobilise their political connections (Getz, 1991; Schuler & Rehbein, 1997). 
In particular, policy “insiderness”, the extent to which companies are “regular and 
familiar partners with public officials and whether they are considered as one of the 
few alternatives on a policy issue” (Albareda et al., 2023, p. 192) is likely to shape the 
outcomes from personal service in government. By virtue of their market share and 
economic importance, the largest, most well-established firms achieve “insider” sta-
tus (Coen, 2007). Such “insiders” benefit from more frequent participation in policy-
making on a wide variety of issues, which gives them access to a broader range of 
policy-makers than other groups (Maloney et al., 1994). As a result, “insider” firms 
may gain most from their executives’ simultaneous service on government boards 
because they have stronger and more diverse political connections and can mobilise 
more bureaucratic capital than firms without insider status.

Empirical evidence highlights the dominance of traditional business and economic 
interests within European policy-making communities (Binderkrantz & Christiansen, 
2015; Dommett et al., 2017; Fraussen et al., 2015; Weiler et al., 2019). However, 
comparatively little research has addressed whether “insiderness” results in better 
outcomes for firms. Studies show that large companies benefit from their enhanced 
reputation in the competition for government contracts (Alonso & Andrews, 2023; 
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Berrios, 2006; Drope & Hansen, 2006), but scholars have yet to identify performance 
differences between “insider” and “non-insider” firms. Nevertheless, ideas about the 
benefits that large, prestigious and well-established firms achieve from being “insid-
ers” have long fuelled scholars’ arguments about the connections between political 
and business elites (Parry, 2005). In particular, FTSE 100 companies are regarded as 
insiders within the British political system, due to their status as bastions of corporate 
leadership critical to the UK economy (Davis, 2017; Wilks, 2013). Although this 
brings greater exposure to public scrutiny, the leaders of FTSE 100 companies can 
exploit their unique “insider” position to promote the financial goals of their compa-
nies by “forming a vital bridging network between financial and state elites” (Davis, 
2019, p.112). Based on the above reasons, it seems likely that FTSE 100 companies 
will be in an especially strong position to benefit from their executives’ service on 
government boards. As a result, we posit:

Hypothesis 3: Firm-specific benefits from having an executive serve as a NED on 
a government board will be stronger for FTSE100 companies.

3  Context and data

Boards of directors have long been a feature of private sector corporate governance, 
but their use as institutions for improving the corporate governance of central gov-
ernment agencies has become significant only recently (Lafuente & Nguyne, 2011). 
Within the UK, boards of directors were established for all the major government 
ministries, departments, agencies and non-departmental public bodies during the 
2000s (Wilks, 2007). Importantly, the introduction of NEDs on to government boards 
was intended to make them more “business-like”, with boards expected to include at 
least four NEDs, most of whom should be senior business executives (Cabinet Office, 
2017).

UK Government NEDs are appointed through an open competitive selection 
process (National Audit Office, 2024), i.e. “a formal process, bound by laws, rules 
and regulations for political behavior” (Katic & Hillman, 2023, p. 1920). NEDs are 
expected to attend 5–8 board meetings a year and are paid up to £20,000 per annum. 
NEDs must declare any potential conflicts of interest and uphold the Code of Conduct 
for Board Members of Public Bodies once in post (Cabinet Office, 2019). However, 
the presence of conflicts of interest does not preclude appointment. Business execu-
tives’ service as NEDs on government boards in the UK therefore presents them with 
a range of formal and informal opportunities to realize firm-specific benefits for their 
private employers.

3.1  Government NEDs data set

To test our proposed hypotheses, we construct a unique dataset combining account-
ing information for a large sample of companies, with information collected by hand 
on the governing boards of the full population of 26 departments and 100 agencies of 
the UK government that were in operation during the study period. This includes the 
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small number of boards for departments and agencies of the devolved governments 
in Scotland and Wales. Our unit of analysis is the firm-year, consisting of 2,049 firms 
across 14 years, 2008–2021 in a balanced panel.1 Firm-level data were obtained from 
Bureau van Dyck’s FAME database, while data on NEDs and government agencies 
were obtained from a variety of sources; see Table 2 for a set of summary statistics, 
and the Supplementary Appendix for full details of the data sources.

The sample used in the study comprises: all the companies that are not domestic or 
foreign subsidiaries included in the different FTSE listings made available in Bureau 
Van Dijk’s FAME database (see the Supplementary Appendix); and, non-FTSE firms 
for whom a NED worked that held assets of more than one million British Pounds. 
The sample therefore encompasses UK multinational companies (e.g. Astrazeneca, 
Barclays Bank, BP) and unlisted companies (e.g. Ark Schools, Atom Bank, Marshall 
of Cambridge).

To accurately match executives who simultaneously served as NEDs on govern-
ment boards to the companies for whom they work, we first searched the annual 
reports of all UK government departments and agencies for details about their board 
composition. These are made publicly available through UK government websites, 
though in some cases were accessed via stored internet pages in the UK national 
archives. Next, we examined the biographical details of the NEDs presented in the 
annual reports and transposed employment details of each company-based NED into 
a database, matching their dates of employment in private firms with their years of 
service on a government board. Where there was insufficient biographical detail in 
the annual reports to facilitate this transposition, we obtained the career history of 
NEDs via Linkedin pages and other media sources.

3.2  Dependent variables

We leverage seven outcome measures that explore firm-specific benefits typically 
investigated in the CPA literature. To test our hypothesis regarding corporate finan-
cial performance, we analyse: market capitalization; turnover; pre-tax profit; post-tax 
profit; return on capital employed; and, return on total assets. To test our taxation 
hypothesis, we analyse the level of UK corporation tax paid annually by each com-
pany. To ensure direct comparability of all coefficients across outcomes and avoid 
concerns over linearity in the parameters, we transformed all outcome variables, first 
by mean-standard normalization and second with the inverse hyperbolic sine. This 
transformation has several advantages over standardisation and log-transformation 
when dependent variables exhibit substantial right-skew or have negative or zero 
values, as we do not need additional intercept-shifts or threaten the Gauss-Markov 
assumption of linearity in the parameters (Friedline et al., 2015).2

1 This balanced panel is imperfect due to missingness in the FAME database’s set of variables and removal 
of firms that are subsidiaries of foreign companies. We use data up to 2021 due to the availability of recent 
data; some data from the COVID period is not yet in the FAME database, and this nonrandom missingness 
could threaten our inferences.
2  In the Supplementary Appendix, we re-estimate coefficients without transformations and report those 
findings, which are essentially the same as those we report in the manuscript. Note, however, that these 

1 3

344



Business executives’ service on UK government boards and firm…

3.3  Predictor variables – count of NEDs in government, at least one NED in 
government

We leverage two predictor variables that capture different ways to operationalize how 
embedded a firm’s executives are as government NEDs. Our first operationalization 
is a count of all firm executives simultaneously employed as NEDs in government 
departments and agencies for a given year. If a NED in a given year is also an execu-
tive for a firm, that individual is included in the annual count.3 The variable ranges 
from 0 to 25 with a mean of 0.204. Most firm-years – 25,218 out of 28,686 – have 
no executives working in government as NEDs, which would suggest that placing 
the first executive in government as a NED is more difficult than having subsequent 
executives serve as NEDs. Therefore, our second operationalization is a dichotomous 
measure of whether a firm has at least one executive simultaneously serving as a gov-
ernment NED in a given year. An added advantage of this second measure is that we 
model the distinction between firms that can obtain this sort of access, and those firms 
that cannot. These two measures are lagged by a single year, as a NED is unlikely to 
provide their firm with appreciable benefits in the same year that they are appointed.

We report the number and distribution of NEDs across government departments 
and agencies for each year of the study period in Table 1. The table highlights that 
while the number of NEDs in government departments has remained constant since 
2010, the number of NEDs in government agencies has nearly tripled.

3.4  Control variables

We rely on several covariates to control for alternative explanations for firm per-
formance. First, we include two dichotomous indicators capturing whether the firm 
is a member of the FTSE 100 or FTSE 250 and is therefore recognised to be a suc-
cessful company. Due to their size and importance in the UK economy, we would 
expect these firms to draw more government attention from among the sample of 
firms included in our analysis. In particular, FTSE 100 companies are considered 
“insiders” within the British political system (Davis, 2017). Second, firm size is mea-
sured as the total assets held per annum. This enables us to gauge the total resources 
available to a company to generate profit through their business activities (Dang et 
al., 2018). Third, we include firm age measured as the number of years since the 
year in which the company was incorporated, which serves as a further proxy for the 
reputational effects of a firm on its performance and its propensity to be connected to 
government (Hillman et al., 2004).

Fourth, we calculate a “ranking” of firms based on the observed prestige of NEDs 
in a department or agency. When a department or agency lists the NEDs in their 
annual reports, we wrote their names down in the order they appear. Usually, the 
chair or co-chairs of the board are listed first. By capturing this order when aggregat-

findings are driven by a skewed outcome measure that threatens our assumption of linearity in the param-
eters.
3 Often, these NEDs do not report which years they were firm executives. Our measure is inclusive in that 
if they list being a NED for an unspecified time, we consider them as an executive for all years of the study.
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ing data to the firm-year, we observe which firms have “higher-ranked” NEDs on 
department or agency boards. Therefore, our estimates control for the ability of firms 
to obtain more benefits from more influential NED positions. Relatedly, we include a 
variable measuring the proportion of a firm’s executives who are NEDs on the boards 
of government departments, which are more prestigious than agencies.

Also included are a series of dummies for each year observed in the data. This is to 
account for any temporal effects that could have affected firm performance. Descrip-
tive statistics for all the variables included in our analysis are shown in Table 2.

Table 2  Descriptive statistics before transformation*
Obs Mean SD Min Max

Market Capitalization (£ Millions) 12,731 1872.38 8360.90 0.08 153,345
Turnover (£000s) 18,271 1476463.42 10159302.04 −31,644,000 316,046,000
Profit, Pre-Tax (£000s) 20,305 103691.97 1046255.03 −40,667,000 35,815,000
Profit, Post-Tax (£000s) 20,316 74592.67 809191.59 −38,344,000 37,704,000
ROCE (%) 20,166 −0.20 81.60 −997.54 982.90
ROTA (%) 20,252 −5.92 56.91 −999.71 817.70
Tax (£000s) 16,905 −34903.33 392128.28 −16,785,000 16,582,000
FTSE100 27,672 0.05 0.22 0 1
FTSE250 27,672 0.13 0.33 0 1
Assets (Firm Size) (£000s) 20,912 7627073.74 75612570.93 0 2,401,652,000
Age of Firm 21,318 22.89 30.29 - 164.70
Number of NEDs 27,672 0.17 0.86 0 25.00
At least one NED 27,672 0.09 0.28 0 1
Avg NED Rank 27,672 0.22 0.98 0 17.00
Pct NEDs Department 27,672 0.05 0.21 0 1
*Note: In creating our balanced panel, we created firm-year observations that preceded the formation 
of the firm. These observations have no data from the FAME dataset and are excluded in all analyses. 
Some variables, such as market capitalization, turnover, and tax, have some missingness in the data. 
Please see the Supplementary Appendix for further discussion

Year Department NEDs Agency NEDs
2010 128 78
2011 130 92
2012 131 97
2013 132 99
2014 132 117
2015 132 147
2016 131 153
2017 130 149
2018 130 174
2019 130 185
2020 - 200

Table 1  Distribution of unique 
government NEDs by year, 
2010-20
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3.5  Correlations

Correlations between the variables used in our analysis are displayed in Fig. 1. The 
correlation matrix shows that our NEDs measures are associated with our firm-level 
variables – we report strong correlations between our main Count of NEDs variable 
and our market capitalization, profits, and tax variables, and moderate correlations 
with most other variables.

4  Analysis

Our analyses rely on fixed effects regression estimates, with firm-clustered standard 
errors. We employ four sets of models: (1) where the predictor is the lagged number 
of NEDs; (2) where the predictor is the lagged dichotomized NEDs variable; (3) an 

Fig. 1  Correlation matrix, post-transformation
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interaction between the lagged number of NEDs and FTSE100 status; and (4) an 
interaction between the lagged dichotomized NEDs variable and FTSE100 status. 
The models examining the number of NEDs are reported first in Table 3.

The results shown in Table 3 offer some support for our first hypothesis about 
the link between business executives’ service as a NED on a government board and 
corporate financial performance. Firms with more government NEDs are associated 
with higher market capitalization and higher turnover, when controlling for other 
potential influences on firm performance. Firms with more government NEDs do 
not appear to have better profitability than those with fewer NEDs. Nevertheless, we 
do observe evidence in support of our second hypothesis regarding the connection 
between government NED service and corporate tax: firms with more executives 
simultaneously serving as NEDs on government boards have a lower taxation burden 
than firms with fewer executives simultaneously serving as government NEDs.

Our models examining firms with at least one executive simultaneously serving as 
a government NED are reported in Table 4. Here, our first hypothesis receives stron-
ger support. Although firms with at least one government NED are not associated 
with higher market capitalization, they have higher turnover and better profitability 
than companies with no NEDs at all on government boards. In addition, the NEDs 
coefficient is negative and statistically significant for the taxation model shown in 
Table 4, thereby supporting hypothesis two.

Table 3  Business executives serving as government NEDs and firm performance – Number of NEDs
Market 
capitalization

Turnover Profit 
pre-tax

Profit 
post-tax

ROCE ROTA Tax

Number of 
NEDst−1

0.018** 
(0.009)

0.009* 
(0.005)

0.030 
(0.021)

0.024 
(0.022)

0.003 
(0.005)

−0.002 
(0.004)

−0.028** 
(0.013)

FTSE100 
firm

1.233*** 
(0.034)

0.830*** 
(0.041)

0.872*** 
(0.075)

0.917*** 
(0.079)

0.179*** 
(0.031)

0.256*** 
(0.037)

−0.549*** 
(0.052)

FTSE 250 
firm

0.070*** 
(0.004)

0.098*** 
(0.024)

0.061** 
(0.019)

0.056*** 
(0.016)

−0.196*** 
(0.022)

−0.349*** 
(0.077)

−0.040*** 
(0.009)

Firm size 
(assets)

0.313*** 
(0.116)

0.450*** 
(0.125)

0.339 
(0.206)

0.307 
(0.210)

−0.042 
(0.027)

−0.042** 
(0.020)

−0.095 
(0.141)

Age of 
firm

−0.009*** 
(0.001)

−0.007*** 
(0.001)

−0.008*** 
(0.002)

−0.007*** 
(0.002)

0.017*** 
(0.002)

0.030*** 
(0.004)

0.005*** 
(0.001)

Average 
NED 
ranking

0.004 (0.005) −0.001 
(0.002)

−0.006 
(0.009)

−0.003 
(0.008)

−0.004 
(0.003)

−0.005* 
(0.003)

0.004 
(0.007)

% NEDs 
in depart-
ments

0.041 (0.031) −0.000 
(0.011)

0.037 
(0.051)

0.068 
(0.064)

−0.056* 
(0.029)

−0.020 
(0.027)

0.024 
(0.051)

(Intercept) −0.148*** 
(2.281)

−0.040*** 
(0.007)

−0.011 
(0.007)

−0.018* 
(0.008)

−0.021*** 
(0.003)

−0.001 
(0.007)

0.037*** 
(0.006)

Observa-
tions

12,381 13,949 15,714 15,715 15,611 19,803 16,512

Adjusted 
R2

0.95 0.97 0.59 0.55 0.33 0.53 0.56

F-test 19.85 33.42 1.69 1.44 0.64 1.37 1.53
Year and firm-level effects included in all models. Firm-clustered standard errors reported in parentheses.
Sig: ***<0.01, **<0.05, *<0.10.

1 3

348



Business executives’ service on UK government boards and firm…

The findings in Table 4 underline the value that firms create from their first political 
connections. If a firm places at least one serving executive as a NED on a government 
board, it can expect important benefits. For example, a firm placing its first executive 
as a NED on a government board in 2021 should expect to see its annual post-tax 
profits increase by £24.4 million, ceteris paribus, while that same firm should expect 
to pay £8.9 million less in tax per year. For our dichotomized models, having any 
government NEDs during the study period is associated with increased pre-tax profits 
of £52.2 million and increased post-tax profits of £45.2 million. These are substantial 
gains, and politically-connected firms likely already understand these consequences.4

To test our third hypothesis dealing with insider firms, our final set of models 
explore the interactions between our NED variables and the firms listed on the FTSE 
100 index. These findings are reported in Table 5 and are straightforward – and fas-
cinating. The signs for the coefficient for the NED x FTSE 100 firm variable are con-
sistently in the expected direction (i.e. negative only for taxation), and the coefficient 
is statistically significant for all the outcome measures analysed, except ROCE and 
ROTA. In other words, the results presented in Table 5 suggest that FTSE 100 firms 
that have added NEDs have higher market capitalization, turnover, pre- and post- tax 

4  To explore the robustness of these results further, we subset the data through listwise deletion and run 
the set of models without covariates, but with year- and company- fixed effects. The total sample size is 
slightly under 10,000 – meaning we nonrandomly drop nearly two-thirds of the sample. The results for the 
count of NEDs models are essentially the same, and those for the at least one NED models are similar - the 
at least one NED coefficients all exhibit the expected signs, but are no longer statistically significant for 
ROCE and ROTA, though the coefficient becomes significant for the market capitalization model.

Table 4  Business executives serving as government NEDs and firm performance – At least one NED
Market 
capitalization

Turnover Profit 
pre-tax

Profit 
post-tax

ROCE ROTA Tax

At least one 
NEDt−1

0.022 (0.017) 0.023* 
(0.012)

0.120** 
(0.040)

0.115** 
(0.043)

0.028* 
(0.016)

0.031* 
(0.012)

−0.063** 
(0.031)

FTSE100 
firm

1.241*** 
(0.033)

0.814*** 
(0.042)

0.832*** 
(0.078)

0.867*** 
(0.082)

0.172*** 
(0.037)

0.278*** 
(0.029)

−0.510*** 
(0.056)

FTSE 250 
firm

0.067*** 
(0.004)

0.099*** 
(0.007)

0.060*** 
(0.017)

0.052** 
(0.019)

−0.210*** 
(0.042)

−0.372*** 
(0.025)

−0.046*** 
(0.010)

Firm size 
(assets)

0.333*** 
(0.104)

0.459*** 
(0.126)

0.370* 
(0.210)

0.332 
(0.215)

−0.039 
(0.027)

−0.044* 
(0.018)

−0.124 
(0.139)

Age of firm −0.008*** 
(0.001)

−0.008*** 
(0.001)

−0.007*** 
(0.002)

−0.006** 
(0.002)

0.017*** 
(0.003)

0.031*** 
(0.002)

0.006*** 
(0.001)

Aver-
age NED 
ranking

0.005 (0.006) −0.001 
(0.001)

−0.008 
(0.008)

−0.006 
(0.008)

−0.005* 
(0.003)

−0.006** 
(0.003)

0.004 
(0.007)

% NEDs in 
departments

0.051* (0.030) 0.002 
(0.011)

0.011 
(0.054)

0.036 
(0.064)

−0.068** 
(0.027)

−0.039 
(0.027)

0.021 
(0.057)

(Intercept) −0.151*** 
(0.009)

−0.041*** 
(0.006)

−0.011* 
(0.007)

−0.021** 
(0.008)

−0.023*** 
(0.006)

−0.037*** 
(0.003)

0.027*** 
(0.005)

Observations 12,381 13,949 15,714 15,715 15,611 16,671 13,802
Adjusted R2 0.95 0.97 0.59 0.55 0.32 0.52 0.58
F-test 19.75 39.62 1.69 1.43 0.62 1.27 1.66
Year and firm-level effects included in all models. Firm-clustered standard errors reported in parentheses.
Sig: ***<0.01, **<0.05, *<0.10.
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profits, while also reporting a lower tax burden, than non-FTSE firms or firms that 
have not added NEDs in the past year.

Substantive effects from the interactions presented in Panel B, Table 5 show the 
power of FTSE 100 firms placing their executives as government NEDs. A FTSE100 
firm obtaining its first government NED should see raw pre-tax profits grow by 
£240,000 more, and raw post-tax profits grow by £264,000 more, than a non-FTSE100 
firm obtaining its first NED, while tax would decrease substantially (£1.3 million) 
more for FTSE100 firms adding NEDs than non-FTSE100 firms adding NEDs. These 
effects underscore how privileged access to government decision-making can gener-
ate substantial financial rewards in even a single year. To fully explore the combined 
NED-FTSE 100 effect, it is informative to examine the marginal effect of being a 
FTSE 100 firm across different numbers of NEDs within government. We therefore 
plot the slope and confidence intervals of those marginal effects in Figs. 2 and 3 
below.5

The marginal effect graphs reveal a more nuanced picture of the apparent advan-
tages accruing to FTSE 100 firms placing more executives as NEDs on government 

5  When an interactive term is included in a regression model, it is not possible to interpret the direct effects 
of the base terms in the same way as when the interactive term is not included in the model, as in Tables 3 
and 4 (see Jaccard & Turrisi, 2003). The marginal effects graphs show the way in which the number of 
NEDs influences the connection between FTSE 100 firms and their performance relative to other firms.

Table 5  Business executives serving as government NEDs x FTSE100 firms and firm performance
Market 
capitalization

Turnover Profit 
pre-tax

Profit 
post-tax

ROCE ROTA Tax

Panel A (Number of NEDs)
Number of 
Nedst−1 x FTSE 
100 firm

0.044*** 
(0.015)

0.017** 
(0.008)

0.068* 
(0.035)

0.061 
(0.039)

0.007 
(0.010)

0.005 
(0.008)

−0.050** 
(0.022)

Number of 
Nedst−1

−0.022 
(0.014)

0.001 
(0.001)

−0.005 
(0.006)

−0.007 
(0.007)

−0.001 
(0.009)

−0.004 
(0.007)

0.001 
(0.004)

FTSE100 firm 1.217*** 
(0.035)

0.814*** 
(0.038)

0.824*** 
(0.089)

0.873*** 
(0.096)

0.169*** 
(0.032)

0.242*** 
(0.033)

−0.515*** 
(0.054)

Observations 12.472 13,949 15,714 15,715 15,611 15,671 13,082
Adjusted R2 0.95 0.97 0.60 0.55 0.33 0.51 0.59
F-test 19.98 33.60 1.71 1.45 0.64 1.23 1.68
Panel B (At least one NED)
At least one 
NEDt−1 x FTSE 
100 firm

0.118*** 
(0.035)

0.076** 
(0.035)

0.316** 
(0.134)

0.314** 
(0.137)

0.020 
(0.032)

−0.016 
(0.028)

−0.184* 
(0.106)

At least one 
NEDt−1

−0.020 
(0.018)

0.000 
(0.005)

0.023 
(0.023)

0.019 
(0.026)

0.022 
(0.021)

0.036** 
(0.016)

−0.004 
(0.018)

FTSE100 firm 1.172*** 
(0.038)

0.769*** 
(0.048)

0628*** 
(0.144)

0.673*** 
(0.148)

0.162*** 
(0.035)

0.278*** 
(0.031)

−0.405*** 
(0.108)

Observations 12.381 13,949 15,714 15,715 15,611 15,671 13,082
Adjusted R2 0.95 0.97 0.60 0.55 0.33 0.52 0.58
F-test 19.87 37.50 1.72 1.46 0.63 1.29 1.67
Control covariates, year and firm-level effects included in all models. Firm-clustered standard errors 
reported in parentheses. Sig: ***<0.01, **<0.05, *<0.10
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Fig. 2  Marginal effects of Number of NEDs for FTSE100 firms on: Market capitalization, turnover, 
profit pre-tax, profit post-tax, ROCE, and ROTA
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boards. They suggest firms that increase their number of government NEDs benefit 
only in terms of higher market capitalization and turnover, and lower taxation. More-
over, despite the absence of statistically significant coefficients for the interaction 
terms in the ROCE and ROTA models presented in Table 5, the graphs point towards 
costs for FTSE 100 firms with more government NEDs in terms of both these prof-
itability ratios. Profitability appears to decline as more FTSE 100 executives are 
appointed as government NEDs.

Overall, these findings suggest that, regardless of model specification, there is a 
link between firm performance and firms building bureaucratic capital directly by 
having their executives serve as NEDs on government boards. This holds regardless 
of other factors that might influence firm performance, such as firm size or age, or 
executives “rank” as a NED on a government board. However, firm-specific benefits 
for “insiders” seem to be restricted to market-based outcomes and taxation, rather 
than the profitability and efficiency that are arguably the hallmarks of innovative and 
successful companies (Canals, 2001; Roberts, 1999). In fact, for “insider” FTSE 100 

Fig. 3  Marginal effects of Number of NEDs for FTSE100 firms on: Taxation
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firms, profitability appears to decline as they become more embedded in the corpo-
rate governance of UK government departments and agencies Fig. 2.

4.1  Endogeneity check

We note that endogeneity threats to our analysis – that firm profits influence the num-
ber of executives simultaneously serving as government NEDs – are not borne out 
by the data. We estimated a pair of models predicting the number of government 
NEDs each firm has in a particular year, with lagged firm-level variables as our main 
predictors. We find that only the Average NED ranking and Pct NEDs in Department 
variables are consistently associated with a higher number of executives simultane-
ously serving as government NEDs. No firm-level variables are associated with the 
count of NEDs save membership in the FTSE250 Index, while four variables are 
associated with having at least one government NED: firms with higher tax, higher 
turnover, higher pre-tax profit, but lower post-tax profit, have a higher chance of at 
least one NED. These estimates are reported and discussed further in the Supplemen-
tary Appendix (Fig. 3).

5  Discussion

To date, research on firm-specific benefits from executives’ personal service has 
focused on business leaders’ election or appointment to political office. Drawing on 
a novel dataset of NEDs on the boards of departments and agencies of the UK cen-
tral government, our results suggest that firms with more executives simultaneously 
serving as NEDs on government boards do better on some measures of corporate 
financial performance and reduce their tax burden. Further analysis indicates that 
these benefits are especially strong for “insider” FTSE 100 firms, with one impor-
tant exception: profitability gains from executives’ service as government NEDs are 
greater for non-FTSE 100 firms. Next, we discuss the implications of our findings.

5.1  Implications for CPA research

We contribute to the growing literature on CPA by focusing on the firm-specific ben-
efits accrued through business executives’ simultaneous service as NEDs on govern-
ment boards, paying especial attention to the benefits realised by “insider” firms. 
Drawing on a unique dataset capturing the appointment of executives to govern-
ment NED positions, we go beyond prior analyses of personal service in government 
(e.g. Houston & Ferris, 2015; Hillman & Hitt, 1999; Luechinger & Moser, 2014) to 
address a novel form of CPA through which firms can become formally involved in 
the policy process. In doing so, our analysis suggests that personal service on govern-
ment boards may be an efficacious strategy for building bureaucratic capital that can 
help to create value for companies.

Our findings also contribute to scholarship dealing with “insider” status within 
policy-making communities. Prior research in this field has emphasised the infor-
mational benefits accruing to “insiders” (e.g. Broscheid & Coen, 2003; Weiler et 
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al., 2019), but has yet to identify tangible rewards associated with “insider” status. 
Drawing on a direct measure of access to and involvement with policy-makers and 
a battery of corporate financial and taxation indicators, we highlight how “insider” 
firms benefit financially from participation in the governance of government agen-
cies. Nevertheless, our findings reveal profitability losses for FTSE 100 firms with 
more NEDs serving on government boards.

Callander et al. (2022) highlight that firms with politically-based market power 
(i.e. “insiders”) may suffer a corresponding reduction in their capability-based mar-
ket power due to policy-makers’ efforts to manage competition and dominant firms’ 
weaker incentive to invest in new technologies and innovation. It is therefore pos-
sible that any profitability gains that FTSE 100 firms make through executives’ per-
sonal service as government NEDs may have been exhausted already due to their 
established status as the vanguard of Britain’s business community. As a result, the 
strength of the position of FTSE 100 firms as “insiders” within the UK corporate 
elite could itself be a brake on the kinds of innovation and growth that would result 
in better profitability – something that has been observed in developing economies 
(Desai & Olofsgard, 2008). Whiffin (2022) argues that the FTSE 100 has become 
a ‘Jurassic Park’ market dominated by firms that have reached maturity and which 
operate in industries, such as banking, insurance and energy, that no longer generate 
rapid revenue growth. Detailed quantitative and qualitative research on the relation-
ship between business leaders’ service as NEDs on government boards and rates of 
business innovation, investment and development in the UK and elsewhere would 
therefore cast valuable new light on the dynamics of business-government relations.

5.2  Implications for practitioners

The results of our study demonstrate to business executives that simultaneous service 
on government boards can enable them to develop bureaucratic capital that generates 
desirable outcomes for the firms that employ them. In particular, the findings suggest 
that having at least one government NED can spur higher market capitalisation and 
more sales turnover. These benefits are even greater for firms that have more govern-
ment NEDs than those that have a smaller number, and include a reduced tax bill, 
thereby highlighting that firms encouraging a higher intensity of personal service 
seem to be doing especially well. Nevertheless, while our results highlight that FTSE 
100 firms can improve their market capitalisation, turnover and tax profile if they 
encourage firm representatives to undertake personal service as NEDs, they appear 
to do so at the expense of profitability. Hence, for “insider” firms, questions might 
arise about trade-offs between different outcomes when becoming more involved in 
the governance of government agencies. Our study suggests that “insiders” in Britain 
may be willing to trade high profitability for the more stable and secure benefits of 
high market capitalisation, high turnover and low taxes.

Although the involvement of NEDs from private firms in the governance of gov-
ernment agencies has become more common in many countries (Lafuente & Nguyne, 
2011), questions remain about the desirability of the “boardization” of government 
(Wilks, 2007). In the UK, if the lead NED believes that “the permanent secretary [of 
a department] is a barrier to effective delivery, in extremis, they can recommend that 
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the PM, lead minister and Head of the Civil Service, should remove him or her from 
post” (Cabinet Office, 2011, article 3.6). According to some observers, allocating this 
level of political authority to business executives poses a major challenge to demo-
cratic accountability (Barratt, 2015; Schillemans & Bovens, 2019). Prior research 
suggests that NEDs carry out their responsibilities conscientiously (Kakabadse & 
Kakabadse, 2023), but the wider citizenry (and their elected representatives) may 
have justifiable concerns about conflicts of interest. For example, the UK Committee 
on Standards in Public Life (2021) raised questions about the tendency for NEDs to 
be appointed without competition through political connections. For business execu-
tives serving as NEDs on government boards, efforts to demonstrate their expertise, 
commitment to creating public value and a reputation for impartiality may reassure 
critical observers of the validity of their role within government (Hazell et al., 2017). 
For public policy-makers, full transparency of the NEDs appointments process and 
publication of the minutes of the meetings of governance boards can potentially make 
the role of business executives on government boards more open to scrutiny, espe-
cially those that are employed by “insider” firms.

5.3  Limitations

This study represents an important first step in the investigation of the potential pri-
vate gains that firms can realize from the simultaneous service of their executives 
as NEDs on government boards. Such boards are increasingly used to steer central 
government agencies across the world, so further research into this phenomenon is 
needed to corroborate our findings. An important goal for such studies would be to 
address some of the limitations of our approach.

Firstly, the available data do not permit us to determine the precise mechanisms 
through which business leaders’ personal service as government NEDs results in bet-
ter firm performance. More research is needed to pinpoint whether the benefits of 
placing a NED on a government board are a result of stock market reactions, regula-
tory capture or preferential treatment in government contracting processes. Secondly, 
were it available, information on competitive selection processes for the appointment 
of NEDs to government boards could facilitate experimental designs comparing the 
performance of firms for whom successful applicants worked with that of firms for 
whom un-successful applicants work. Thirdly, while we follow prior CPA studies 
in using market capitalization and turnover as proxies for corporate financial per-
formance, both indicators are correlated with firm size, which could influence our 
results. Subsequent studies could address the full complexity of firm performance 
using a wider array of financial ratios and indicators of firms’ environmental and 
social goals (Hristov et al., 2022). Finally, research dealing with CPA in general 
would benefit greatly from a systematic effort to understand whether the realiza-
tion of private gains comes at the expense of public and societal value (Mollona & 
Faldetta, 2022). Management researchers have long queried the benefits of outside 
directors on company boards (Bhagat & Black, 2001), so analysis of the relationship 
between the use of NEDs from private firms on government boards and the perfor-
mance of government departments and agencies, as well as their contribution to the 
wider social good, would be invaluable.
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6  Conclusion

Our study contributes to scholarship on firm-specific benefits from CPA by provid-
ing evidence of the efficacy of business executives’ service as NEDs on government 
boards. Although media reports have spotlighted conflicts of interest associated with 
these appointments (Merrick, 2020; Payne & Thomas, 2021), researchers have paid 
almost no attention to the potential benefits to companies of placing NEDs at the 
heart of government. Importantly, since the relative importance of service on a gov-
ernment board seems to vary according to firm “insiderness”, we hope that our study 
provides a foundation for further theoretical development and empirical tests of firm-
specific outcomes from government NED service in other public sector settings in 
the UK and elsewhere.
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