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THERE are directors and there are directors. And I don't mean independent directors, or

executive directors, or nominee directors, and so on, but the several different types of directors

that we can recognise in the boardroom. Here's my take on the different facets of directors one

can find in the boardroom.

THE GOOD

The list of what makes a good director can be long. Let's start with some key characteristics:

good character, sound judgement, integrity, independence of mind and strong ethics. Alongside

this, a good director needs to be inquisitive and eager to learn about the business, but should

also be armed with a healthy dose of scepticism.

Motivation is an important attribute. One needs to serve for the right reasons, not for status or

privilege or even for money. The model independent director is both a supporter of and

confidant to management but also has the gumption to speak his (or her) mind and ask tough,

uncomfortable questions when the occasion requires it. He must have the courage to vote

according to his conscience, even when he is in the minority.

A good director should be prepared to lead when board leadership is ineffective, and

collaborate to unify directors when he is needed as a team player. He should be bold enough to

innovate and take calculated business risks but know where to draw the line. As an effective

leader, he must possess strong communication skills that allow him to persuade and inspire;

articulating his views clearly and concisely, yet being open-minded enough to be a good listener

to opposing opinions.

It may sound obvious, but a basic competence to read and understand financial reports,

commercial sensibility and some expertise in risk management are crucial weapons in a

director's arsenal, alongside the ability to develop a sound corporate strategy.

Also critical to the director's role is being able to draw upon varied experiences gained in

different industries, allowing him to be more able to think outside the box, challenge existing

norms, while adapting and adjusting to changing conditions. It would be even better if the

director has deep experience from the same industry as the company on whose board he

serves. While the list of attributes is long, a good director does not need to be overly fixated on
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compliance but should realise that this needs to be balanced with a duty to help the business

grow.

Cultivating a broad network of contacts so that he can help with the company's reach would be

another plus point. A good non-executive director is energetic, diligent and able to devote

sufficient time to the affairs of the company, responding quickly to management's call.

Perhaps the crunch time for directors is when there is a crisis.

When Olam International came under attack in 2013 by the short-seller Muddy Waters, the

board closed ranks and sequestered itself in crisis management mode. Michael Lim, the lead

independent director, chaired a special board committee to look into the allegations, produced a

133-page report in response and met with shareholders, investors, bondholders and the media,

as the board recalibrated its corporate strategy. In all, the Olam directors met a total of 24 times

that year, compared to just six times the year before. It is normally in a crisis like this that a

good director goes beyond the call of duty, being pro-active and steadying the ship.

Another example of a board being called to react to a crisis was Global Investments Limited in

2009. In the wake of the Global Financial Crisis, the company was confronted with the collapse

of its manager, Babcock & Brown. The board met 29 times that year to deal with the crisis and

the process of terminating Babcock & Brown and appointing ST Asset Management as the new

manager.

THE BAD

Unlike good directors, bad directors eventually hit the headlines. In hindsight, their fit (or rather,

misfit) can seem obvious.

Consider the board of the ill-fated Lehman Brothers. The directors included a theatrical

producer, the former CEO of a Spanish-language television company, a retired art-auction

company executive, a former rear admiral who headed the Girl Scouts, and until two years

before Lehman's downfall, the 83-year-old actress Dina Merrill.

About half of Lehman's 11 directors were over the age of 70. Each of them had been on the

board for almost 15 years on average.

In a 2008 conference call announcing its third quarter loss of US$3.9 billion, Lehman CEO Dick

Fuld told analysts: "I must say the board's been wonderfully supportive." This must have been

true because the board had earlier awarded him US$71.9 million, a sum that put him in the

ranks of the top 2 per cent of American CEOs by pay.

Four days later, Lehman filed for the largest bankruptcy in US history. The Lehman board was

not just asleep at the wheel - they were singularly ill-equipped to oversee a complicated

financial entity. Just one of its 10 non-executive directors had any recent banking experience

and had joined the board just five months before Lehman went bust.

Unfortunately, Lehman is not an isolated case of board failure. The board at Merrill Lynch was

once so disconnected from the company that when there was a shareholder meeting in 2008 to

approve the company's sale to Bank of America - after five straight quarterly losses totalling

US$24 billion - not a single one of the nine non-executive directors even attended the meeting.
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Sadly, Asia is not spared such corporate malfeasance and board complicity with governance

failures.

The Satyam scandal in India is one example that highlights how difficult it is for independent

directors to completely safeguard the interests of stakeholders. In one of the biggest frauds in

India's corporate history, Ramalinga Raju, founder and CEO of Satyam Computers, announced

in 2009 that his company had been falsifying its accounts for years, overstating revenues and

inflating profits by US$1.47 billion. Raju was forced to make a public admission following an

attempt to have Satyam invest US$1.6 billion in Maytas Properties and Maytas Infrastructure

("Maytas" is actually Satyam spelled backwards) - two firms controlled by his family.

Satyam's board had approved the investments, sparking a negative reaction by shareholders,

causing its stock on the New York Stock Exchange to plummet. The board hurriedly

reconvened the same day and reacted to the public sentiment, aborting the proposed

investments. Within the next 48 hours, resignations streamed in from four of Satyam's

non-executive directors, which included a Harvard professor of business, an adviser to

Harvard's Kennedy School of Government and the dean of the Indian School of Business in

Hyderabad.

One wonders if the Satyam directors who resigned did the right thing. Instead of staying the

course, facing the problem and tightening governance within the company, they seemed to

have bailed out at the first sign of trouble. It turned out that Raju was able to steer the fabricated

accounts through his board for six years.

THE UGLY

It is hard to find the perfect good director or really bad directors. For most of us mortals,

however, we do have occasional ugly sides which, in excessive doses, can be grating on our

fellow directors. To illustrate these undesirable behaviours, think of the following archetypes of

ugly directors.

First is "the egocentric". He dominates board meetings, criticises easily and has an

overpowering personality. He can be argumentative, hostile and prone to hijacking discussions.

An egocentric director is not able to see things from another point of view, while undermining

the necessary collegiate relationship between board members.

The second type is what I call "the showboater". He talks a lot, seeks attention and is fond of

making points in board meetings merely to give the appearance of having insights or to create

the impression that he knows more than he does.

He will posture, drop lots of names and is generally narcissistic.

Another type is "the micro-manager". This applies to non-executive directors who should be

non-executive, but they think that they can do a better job than the executive directors. A micro-

manager is an excessive interferer who interrogates management and constantly puts them on

the defensive.

The list can continue with other self-explanatory archetypes, such as "the political animal", "the

freeloader", "the empty chair" and "the risk averse".
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Let's be honest. We are all guilty of demonstrating some of these traits on occasion and to

some degree. So it is always useful to look in the mirror regularly, reflect on what you see, and

seek to be a better director.

The writer is vice-chairman of the Singapore Institute of Directors.

Directors: The good, the bad and the ugly, Hub - THE BUSINESS TIMES http://www.businesstimes.com.sg/hub/singapore-corporate-awards-201...

4 of 4 7/9/2015 9:03 AM


