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The Other Duty
of Corporate Governance
Most definitions place significant emphasis on enterprise
value preservation, which largely comprises of rules,
regulatory compliance, risk management, and other types
of watchdog activities. Clearly, value preservation is an
important duty of the Board of Directors. In the aftermath
of the 2008 global financial crisis and the recession that
followed, defending against downsides has become more
important than ever before. However, there is another
equally important side to the board’s responsibilities –
enterprise value enhancement – that I believe might be
slightly under served by boards today.
Consider the following. By some estimates, 65% of a
company’s stock price is attributable to intangible value,
promises of future economic benefits based on the quality
of leadership and management, the company’s ability
to innovate, the depth of talent, employee engagement,
etc. While most boards recognise this duty to ensure that
management does all it can to maximise this future value
as well as stave off present dangers, in this article, I want
to offer a simple but powerful information system that can
help boards better fulfill this duty.
Before I do so, consider a question my colleagues and
I have been asking senior management teams over the
past 12 years:

On a 1 – 10 scale where 1 is “well below
our potential” and 10 is “at peak potential,”
how is your organisation currently
performing in the marketplace?

The average answer we get each time we ask is around
6.5. This means, by their own admission, captains of
industry are saying they can be 35% more successful
without adding any more resources. Can you imagine if
your organisation were 35% more successful? What can
management do to go after that elusive 35%?
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And what can boards do to find out if management is
indeed doing it? To answer these questions, lets first
take a quick look at what companies do to destroy
value. In his book, “The Self Destructing Habits of Good
Companies, And How to Break Them,” Jagdish N Sheth
lists the following seven habits that eventually make good
companies go bad:
1. DENIAL: Refusal to recognise or acknowledge reality
2. ARROGANCE: Overblown self image that just doesn’t
square up with the facts
3. COMPLACENCY: Sense of security from the belief
that past successes will continue indefinitley
4. COMPETENCY DEPENDENCE: Limited vision due to
over dependence on one core competency

coach senior management when they see the symptoms?
A good place to start might be to better understand what
is really going on in the company. If a company is not
achieving its full potential, the first people to find out are
usually the employees. A simple way to find out, therefore,
is to ask them.
A few years ago, I devised a simple framework that
links current company performance to future value The
premise: a company must proactively shape and maintain
three pillars of sustainable growth that I call B-B-N:
Brains (vision and strategy), Bones (organisational
architecture) and Nerves (culture) of the business.
I have described this framework in a fair amount of detail
in Too Many Bosses, Too Few Leaders (Free Press
2011) and in other articles and blog posts: http:/
rajeevpeshawaria.com/articles/

7. TERRITORIAL IMPULSE: Culture conflicts and turf
wars within a company’s silos

However, in each of the earlier texts, I looked at B-B-N
from the perspective of the management. I described
it as a framework through which management can
stay in touch with reality and take corrective action
proactively. My purpose in this piece is to present B-B-N
as a source of information for the board of directors, and
explain how board members can use the information to
help management in maximising the future intangible
value of the enterprise.

Again, how can the board safeguard against the possibility
of one or more of the above habits taking root in the
company? More importantly, how can board members

The process begins with a very quick survey
Employees are asked to rate each of the following
statements on a 1-5 scale where 1 is ‘strongly

5. COMPETITIVE MYOPIA: Defining your competition
too narrowly
6. VOLUME OBSESSION: Rising costs and falling
margins

BRAINS:
Mission, Vision and Strategy

BONES:
Organisational Architecture

NERVES:
Culture

1 We have a compelling vision
for future success

1 We have top quality talent with
the right skills and experience
in all key jobs

1 We have a well defined cultural
philosophy (who we are and
what we stand for), that helps
maximise and preserve
franchise value

2 We have a clearly differentiated
strategy to achieve our vision
3 Vision and strategy are so clear
that they guide resource
allocation and decision making
4 We have clearly recognisable
core capabilities that give us
our competitive edge
5 Everyone in the organisation
can clearly and consistently
articulate our value proposition
to clients

2 Our supporting systems and
structures (e.g. performance
management, promotion
processes) encourage desired
performance
3 Roles, responsibilities, and
decision rights are defined as
clearly as possible
4 Our people and resources are
deployed in a way that best
supports the execution of our
strategy
5 Formal organisation
structure enables building
and strengthening our core
differentiating capabilities

2 Our compensation & rewards
practices encourage desired
behaviors that maximise and
preserve franchise value
3 Through their actions, our
leaders set the right example
for others
4 We focus both on short term
success and long term capability
building
5 Our culture is one of listening,
learning and constant renewal
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The desired response score for each of the survey statements
should be 4 or 5. In other words, if management is doing a good
enough job of enhancing future value, employees must either agree
or strongly agree to each of the above statements. Any response
score below 4 means there is work to be done.

The desired response score for each of the survey
statements should be 4 or 5. In other words, if
management is doing a good enough job of enhancing
future value, employees must either agree or
strongly agree to each of the above statements.
Any response score below 4 means there is work to be
done. For example, if management feels it has done a
huge amount of work in formulating and communicating
a compelling vision and strategy, employees should
agree or strongly agree to the five statements under the
Brains section. If the average response is 3 or below, it
means either that the strategy is not compelling, or that
management needs to do a better job of communicating
and cascading it. In either case, it (management) has
work to do. The B-B-N survey is an instant pulse check
to find out if management actions are perceived (by
employees) to be hitting the bull’s eye or not.
The results of this survey can easily be plotted on a
one-page graph to provide quick visual stimulation.
To make the data richer, companies may add another
question in the end asking for verbatim comments
to substantiate ratings to the 15 statements. I have
successfully used this tool with many management
teams across the world to help them generate ideas for
growth acceleration. However, like any other information
tool, the data needs to be used with good judgment after
taking the broader business landscape into account.
The employee perspective is just one perspective, but an
important one for boards and management to consider.
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If boards insist on seeing the results of this survey on a
periodic basis, they can engage in a very healthy dialogue
with management about what can be done to address
issues if any. Some board members (with their own vast
corporate experience) can even coach senior management
once they understand the crux of the issues. I know one
CEO who regularly sits down with his chairman to discuss
the company’s B-B-N scores and seeks her feedback
and coaching. When I asked him why he does so and
were their any risks involved in opening up the whole
kimono with the Chairman, he said, “… on the contrary,
I see only upside in sharing the information with the
Chainman and seeking her guidance. There’s a double
bottom line here …. 1) by sharing honestly, I involve her in
addressing the problem(s). Rather than a jury, the board
now becomes a partner. And 2) I almost always get good
coaching … there are very few places a CEO can go to
for good coaching, but your board is one of them…. and
we tend to under use this source …”
Most companies administer lengthy employee satisfaction
surveys. But, as one of my colleagues points out,
satisfaction surveys only measure if people are happy
with the pay and rations. The B-B-N survey takes only
seven minutes to fill out, but gives real and tangible
information about the impact of the actions of the senior
management team in driving long term sustainable
growth as perceived by employees. For board members,
it can be a powerful tool in fulfilling their duties without
micro-managing the CEO.
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