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Modern chairmen facing greater challenges, AICD report finds

A new publication initiated by Australia’s leading chairmen and women has given rare insight into how they govern some of Australia’s largest companies.

The work, Chairman of the Board – A Role in the Spotlight, was released today by The Australian Institute of Company Directors, the peak governance body for Australian directors.

The publication is the first detailed account of how chairmen* approach their task of board leadership, with advice and personal insights from notable chairmen such as Coca Cola Amatil’s David Gonski, Australia Post’s Linda Nicholls and former Telstra Deputy Chairman John Ralph.

The publication provides chairmen’s views on building partnerships with chief executive officers, improving company performance from the boardroom, the qualities of chairmen who make a difference, communicating with shareholders, and why the role does not suit everyone.

AICD chief executive officer Ralph Evans said: “The book fills a gap identified by legal judgments in the One.Tel case, which point to a lack of guidance on the role of board chairmen.” 

“It should be essential reading for all chairmen and aspiring chairmen, whether they are on the board of an ASX Top 50 company or a small to medium size enterprise.

“There is confusion and misconception about the exact responsibilities a chairman should have in facilitating a well-run company.

“This guide seeks to explain in simple terms what boards and chairmen do, and need to do, to add value to their companies. 

“It is not a prescriptive rulebook, but a guide to help chairmen use their individual strengths to have an effective board.”

AICD Corporate Governance Committee chairman John Ralph said the report was important in demystifying corporate boards.

“Chairmen and directors need to do a much better job getting their message to the public about the role of their board,” he said. 

“The AICD seeks to achieve a better understanding of the complex yet vital role boards play in corporate Australia, as well as the role they play as active members of the community generating wealth and jobs.”

The publication was written in collaboration with the AICD’s Corporate Governance Committee, which comprises some of Australia’s most senior chairmen and directors, and thinkers on corporate governance.

The committee comprises Mr John Ralph, Professor Christopher Bartlett, Mr Tony Berg, Mr Graham Bradley, Mr Colin Carter, Mr David Clarke, Mr David Gonski, Mr Martin Kriewaldt, Dr Simon Longstaff, Ms Linda Nicholls, Dr Helen Nugent, Mr John Story and Mr Ralph Evans. 

Chairman of the Board: A Role in the Spotlight, will be available from the AICD and distributed through its education and events programs, which serve a membership base of more than 20,000 Australian directors.

Ends#

Further information
A media backgrounder, including key excerpts from the publication, is attached. Copies of the book are available to the media on request.

Media inquires & interviews

Chairman of the Board – A Role in the Spotlight will be launched in Melbourne at 11 am on April 21. Publication contributors are available for comment through:

Rachel McCavanagh on 0422 864 686 or Jenny Donnithorne on 0400 363 916

Notes  

* Corporate Australia has many successful women chairmen. Throughout the book AICD has used the term chairman as a gender-neutral term.

MEDIA BACKGROUNDER: Chairman of the Board – A Role in the Spotlight
Chairman of the Board – A Role in the Spotlight publication is the product of a period of reflection on the role of chairmanship in a contemporary Australian business context by the AICD and its contributing Corporate Governance Committee.

As Australia’s peak governance body representing Australian directors, the AICD provides key insights into the role of chairman, with insights from some of the most senior and experienced practising chairman in Australia.

The AICD seeks to achieve a greater understanding of the complex yet vital role boards play in corporate Australia, as well as the role they play as active members of the community, generating wealth and jobs. 

To achieve a better understanding of how Australian boards work and add value, it is important to understand the unique structure of most Australian boards. The Australian system of governance is built on the premise that every board member has an equal right to have a say, an equal vote and role in the decision making process. The publication works to demystify the ways in which this process, acknowledged as the foundation needed to run an effective modern corporate board, is facilitated by the chairman. 

The book is not prescriptive and endeavours to demonstrate how effective chairmen work their personal strengths to get the best from their boards and management, in a way that suits the company's current circumstances. The publication highlights areas that all boards and chairmen must address in order to be successful. 

A further factor leading to production of this publication was the Greaves case, which drew attention to the lack of authoritative documentation on the role of a modern Australian chairman, including within the Corporations Act. AICD has sought to fill this gap.

Key excerpts from the newly-launched publication are outlined below:

Leadership in the boardroom

Back to the Drawing Board co-author Colin Carter said: “One of the mysteries of corporate life is how you get to be chairman and cease to be chairman.”

Coca-Cola Amatil chairman David Gonski said the corporate world had changed its expectations of what made a good chairman.

“It used to be that you sat your time out and through natural progression you became chairman,” he said.

“And just because you are a dominant male, excellent in business with a great track record it will not necessarily make you a good chairman.

“I do not believe every good business person will be a good chairman. Just as it is difficult if you are fat and short to be a good ballerina simply because there are certain attributes you need.

“If you have a calamity you need a strong person who takes the leadership role. If the company is going quite well you may need someone who is not so dominant and more collegiate.’

Another chairman said: “Chairmanship is not static where one size fits all. There is no blueprint for successful board leadership.”

Swiss Re Life and Health (Australia) chairman Helen Nugent said: “Having one or two directors who can synthesise ideas is valuable, but high performing boards also welcome input from directors who bring new perspectives and can constructively debate key issues. Such a director might not, however, be the right person to lead the board.

“Effective chairmen take tough decisions, but have the sensitivity to acknowledge the wisdom of different points of view.”

Building successful partnerships with CEOs

All chairmen interviewed said one of the most important aspects of a chairman’s performance was their relationship with management – especially the chief executive officer or equivalent.

John Ralph has a simple rule for communication between chairman and CEO.

“I want bad news by fax and good news by letter,” he said.

“I want to know immediately and become part of the solution and not part of the problem.

“Nobody has a monopoly on wisdom. If the chairman and CEO have different views, it is important that the board receives both views and it should not come as a surprise.

“It must never be a question of winner or loser. It is the ideas we are discussing.

“If I am the chairman and you are the CEO, you will know a lot more than I do. I will be asking the questions so that I can be sure that the CEO is convinced about the course of action.”

Another non-executive director said: “The chairman is the champion of the board with the CEO – and the champion of the CEO with the board.

David Gonski said: “There are two things you will have to do with a CEO if you are chairman. First, you have to keep an eye on the CEO and the second is you have to help them.

“These are conflicting. You have chosen him to run the day-to-day operations of the company, but if you decide he is actually a pawn of yours you are making a big mistake.”

Running an effective board

Keeping board meetings relevant and concise was one of the biggest challenges faced by all chairmen.

Australia Post chairman Linda Nicholls said chairmen had to master the disciplines of running effective board meetings – both before, during and after the meeting.

She said good chairmen often settled housekeeping matters such as matters arising and minutes by email.

Putting time limits on agendas was also an effective way of ensuring presentations did not go overtime.

ING Australia chairman Tony Berg said chairmen had to ensure high-value and insightful presentations.

“If a board meeting goes for four hours: 60 minutes of that could be presentation time; 60 minutes the CEO talking and being asked to elaborate on an issue; that leaves 120 minutes for individual member contributions—so that’s 15 minutes each,” he said.

Orica chairman Don Mercer said he preferred fewer board meetings of longer duration over two days. On the first day he schedules matters for discussion, allowing board members to develop and expand on their philosophical positions, followed by a board dinner.

“On the second day the board is ‘warmed up’ and ready to tackle more difficult issues and decisions,” he told the report.

David Gonski said chairmen also have to be aware of not letting specialists – such as lawyers, for example - on the board dominate debate in their areas of expertise.

“Quite often I’ve found that if one encourages others—not just to take what the specialist says, but to go back to their fundamentals and to analyse it—some incredible things can come out, which even the specialists sit back and say ‘I didn’t think of that’, because they look at it from a specialist’s perspective ,” he said.

Managing dissent

Most chairmen interviewed said that while it was important to hear competing points of view, ongoing dissent could cripple a board’s effectiveness.

David Gonski said: “the most important thing about the board is the chemistry of diversity. I’ve been on boards where everyone disagrees and it has been absolutely debilitating.

“I think you can bring together a consensus without being dogmatic. Current chairmen have to be hard, but I don’t believe that a chairman is a good chairman if he or she is trying to get their view across all of the time.

“Every single board I sit on has had a session or two on what we want from board meetings. If we are not getting what we want now it is our own fault.”

He said it was also important to remember that “a board doesn’t have to approve every resolution unanimously.”

AICD chief executive Ralph Evans said there was no mistaking a successful – and well-chaired - board meeting.

“The debate is brisk and lively, going to the heart of the issues that are important to the company,” he said. “Everyone is drawn in to some degree. It is usually informal and even humorous. And it all finishes, miraculously, on time.”

Current issues for Australian chairmen

Until recently, there was very little law in Australia or elsewhere on whether the role of the chairman carried additional legal responsibilities. However the failure of One.Tel brought new precedents.

Justice White of the NSW Supreme Court banned One.Tel chairman John Greaves from being a director for four years and ordered him to pay $20 million in compensation to One.Tel’s liquidator, finding he had a greater responsibility than fellow directors and that he should have sought more detailed financial reports from management.

The chairman of the AICD’s Corporate Governance Committee, John Ralph, said “The Greaves case challenges the position of chairman as being ‘first among equals’ on the board.”

“The chairman’s authority depends on the consent of the board. 
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Further information: Copies of the book are available to the media on request.

Media inquires & interviews:

Chairman of the Board – A Role in the Spotlight will be launched in Melbourne at 11 am on April 21. Publication contributors are available for comment through:

Rachel McCavanagh on 0422 864 686 or Jenny Donnithorne on 0400 363 916

Notes:  * Corporate Australia has many successful women chairmen. Throughout the book AICD has used the term chairman as a gender-neutral term.
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