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How Directors Can Be More Effective
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continues 1o imprave and 5 o gredt sounce ol
strength in our capital markets. Much credit

LA
o institutiona] investors energlzed by the huge

flow o baby bogmier capital imto the equity. markets, A

deeper and more competitive marketplace has evolved
among professionsl money managers over the last 10
vestrs as o well, One resalt of this increased competition
has been flow-through préssure on corporite manage
ment teams oo ineredase their returmns
friom underutilized operations and
ARSES,

Both investors and COrpriie exe
utives have embrced this pressurized
envirmonment. When you outperform
the Benchimarks, you sing AF you don’t
meet themy vou get out of the game

fast. 1o a world where capital and
information move ever Fastern, the
g has been plived Bister, oo, and
the rsks and returns ane much higher,
Former House Speaker Tip ONell
once said that “all politics is [ercinl.”
The samee is troe fo COrPOrle govey
mance — s local, Ooe matter. at time
e Sl
grotps and one-on-one interctions

The Honorable E

encotnter, One decision
Norman Vesisey, Chiel Justice of the
Supreme Court of Delaware, recemtly gave o mlk a0 the
Stunford Directors College. He made the following points
thar 1 think every comporate director should: think about in
the ranagement of those local decisions, encounters and
inteructions that impact the corporition’s: future
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Directors must do their homework,  They  must

is sent them, They must acguine other soumees of informa
thean plbsonit the industry, and abéul compseti-
s, There s no excuse for an inactive

unpreparcd directon
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. Directors must
do their
homework.
There is
no excuse
for an inactive,
unprepared
director.

By Phil Livingston

plivingston @ fei.org

B2 Difectors should meet face-to-face regularly
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fine, bt are not a replacement [or physical mestings,

B3 A key source of higher performance has been the
successful infusion of independent directors, those with-
out Fmily or soclal ties to the chiel executive. Boards
should have a heavy majority of independent directons
Holding regulir executive sessions of the board without
management present is also necessary. The free exchange
of thoughts is facilitared by making this a
standand agenda item

B 4 Directors must manaee thede work-
Jomad] as well. An overtexed indivicual whio
heleds 'ty muany. bourd seats or s buried
in hiz or her own job dogés not serve
shareholders well

B 5 Finnncial litenicy s good (though i
5 ot reglired for all divectors, just pabiic
audit committee members), and every
director should work on and enhance his
ar her own skills. Being able o read and
understand the many compliance and dis
closure documents that the company must
muke is 0 requirement [or board service
toxcliny

B 6 Most imponantly, directors should
be healthy skeptics. A skeprical frame
work and ¢riticitl thinking not only add value but help
steer the ship away from the minefield of problems facing
all companies.

1 think this last paint 1§ Kev. Too ofien, decorum and
politeness get in the way of asking the tough questions
Most management feams walk in prepared for questions
at least one magnitude ougher than they actually get
Directors shouldn't be aftaid o ask the difficull questions
that may be hanging in the air during o meeting

Much progress has been made in corpo
rale governunce., The returns have bBeen

tremendous, Let's invest some mong!




