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verre gu]aﬁon
spells disaster

BY DAVE C. GUENTHNER

The writer, of Qinaha, is president of an executive

advisory firm.

Presidentelect Obama. in
liaht of recent {inancial market
turmoil. has stated thatour reg-
ulatery svstem has failed and
thai we need o complete over-
hawd of theresulatory structure
10 make it responsive to the fi-
nancial markets of the 21stcen-
ey,

Tagree that something needs
tahe donie to restora confidence
and stahility to the markets.
[listory, however, says that
more regulation and additianal
hbureaueracy may ngt he the
right answer,

The Enron and WorldCem
fallures captured headlines in
N0, Conpress”™ selution was
the Sarbanes-Oxley law, Per-
aaps this legislation was sound
i theary, but in reality it cost
companies billions of dollars to
implement and has done little
o improve corporate gover-
nance, sustain the long-tern: vi-
ability of companies or profect
the investmenis of sharehold-
s,

Governmoent regulation and
burcareracy is not ¥kely to re-
silt in boards, executives and
companies acting i a more re-
spunsible way, Rather, the solu-
Ton 15 U ereate & mMore respon-
sihic  corporate  governance
tem where the primary role
{ hoards and executives is Lo
ensure the long-term vighility
wnd profitability of a company,
aet investor desires for quar
ierlyreturns,

Here are a fow simple steps
hatcanprovide positive gover-
nance results For comoanies
and shareholders:

B Boardz need to focus more
on the culture the chief execu-
sve officer and senior manage-
ment is ereating and spreading
throughoul thecompany.

Boards should spend less
wme listening to the CEO about
cultare and a lot more time e
iening to stories {rom employ-
ces. custamers, vendors and
ather stakeliodders zhout their
cypericnees with the company.
Emagine the owtcome if the
hoard of Enron had spent less
ame lstening to management
and more time Hstemine to cus-
wntersand eniploveses,

M Fvery heard sheold in-
mbers of the man-
An informed
than just the
§ VRS
fdnnal management insight wilt
tead to better disclosure, dis-
eussion and decistons for the
COMpany,

Independent board mem-
Bers shouid ke term-limited
Board members wha hav
servi e mine than cipht
vaars are not independent or

objective; they are insiders
Fresh ideas, thinking and gues-
tions will improve the heard
and company.

8 Lvery board should have a
current or fornter chief finan-
cial officer serving as a direc
wr and financial expert, Qnly
someone who has sat in the CFO
chair can appreciate batancing
financial complexity and real
ity with the pressure for results
from the CRLO, board and inves-
tors.

B Boards should not have

nore than 40 percent of their
membership comprised of ae-
tive CEOs CEOs are Hme-con-
strained and mere concerned
with their company than their
bourd duties. CEUs, by pature,
are sympathetic to the plisht of
the current CEO. Alter all, they
are facing the same issues with
theirhoards.

B Board members and sen-
ior management ghould be re-
quired to have “skin in the
game.” They should bay shaves,
not be given the righe to et
shares {options and steck
grants) if the stock price goos
up. Let them take real ewner-
ship visks almg with their
shareholders.

# Every bomrd should set
pevformance expectations for
directors. Each board member
should T required o rate ov-
ery other oard member on his
job performance against ex-
pectations, Expeciations and
performance yatings should be
disclosed in the company's
proxy., Underperforming hoard
members will cither Improve,
ael voted out or withdraw
rather than face the embarrass-
ment of continued low marks.

At each meeting, board mem-
herssironld ask five questions:

B Iz what we're deing pro-
viding sconomic value to the
company?

B Isitlepal?

B Isittheright thing?

® 1s it in line with our pub-
lished code of conduct, prinei-
plesand culturey

8 What will be said about us
or doee to us when it hecomaes
public knowledge?

Better governance comes
from botter ¢ulture, a culture
of personal responsibility, not
mine regulations or pew bu-
reguerscies. Detter  pover-
nHEIE comes from manage-
ment  and  directors  under-
standing and protecting the
long-term viability and profita-
bility of the company.

Let's hope that President
eleet Obame and the new Con-
gresz offer renl chanee o cor-
porate severaance. We desorve
results natplatitudes




