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Good corporate governance policies define the baseline of a company’s operations, profit-generating approach, values, 
integrity, management hierarchy, do’s and don’ts of conducting business and their coherent supervision. The basis of an 
effective Corporate Governance are an efficient board of directors that carry out the flow of operations lucidly and contribute 
to the success of the company taking the interests of the stakeholders and the shareholders along. But on a practical note, 
companies are being, in a way, coerced to follow the increased regulatory governance expectations, which sometimes 
throws the operations hay-wire. On the other hand, culture plays an important role in augmenting the ability of the board of 
directors to achieve their full potential.

In this eBook we will discuss about the relevance of board effectiveness in the context of recent corporate governance 
failures and about the types of governance frameworks that are used within an integrated organization. Most importantly, we 
will elaborate on high performing characteristics of a board that has gained much importance in the recent times.
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1. Relevance of Board Effectiveness in The Context
of Recent Corporate Governance Failures 

Malaysia has a rich history of corporate scandals, for example, WorldCom, Enron and Global Crossing. And guess who have been 
criticized for the major depreciation in the shareholder’s wealth and company value; the board of directors. Two reasons that have 
been sighted for such huge corporate failures are:

As a solution to the above problem, the Malaysian Code of Corporate Governance (MCCG) of 2000 came into existence. Let’s 
discuss a few of its principles:

1. Gross negligence in supervising the organizational activities by the board of directors.

2. Assigning the control to corporate managers who work according to their own self-interests.

1. Every listed company should be headed by an effective board which should lead and control the company

2. The board should include a mix of executive and non-executive directors so as to avoid dominance of any one party
    while making decisions.

3. The board should be supplied in a timely fashion with information in a form and of a quality appropriate to enable it to
    discharge its duties.

4. There should be a formal and transparent procedure for the appointment of new directors to the board.

5. All directors should be required to submit themselves for re-election at regular intervals and at least every three years.

A. Directors

1. In case of executive directors, the component parts of remuneration should be structured so as to link rewards to
    corporate and individual performance. In case of non-executive directors, the level of remuneration should reflect the
    experience and level of responsibilities undertaken by the particular non-executive concerned.

2. Companies should establish a formal and transparent procedure for developing policy on executive remuneration and for
    fixing the remuneration packages of individual directors.

3. The company’s annual report should contain details of the remuneration of each director.

B. Director’s Remuneration

1. Companies and institutional shareholders should each be ready, where practicable, to enter into a dialogue based on the
    mutual understanding of objectives.

2. Companies should use the Annual General Meeting (AGM) to communicate with private investors and encourage their
    participation.

C. Shareholders



2. Governance Frameworks Within
An Integrated Organization

Performance is driven by having the right balance of competent and conscientious members who lead and make decisions based 
on qualiy information in compliance with robist process and having adequete check and balalnce.

Features of An Effective Board
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1. In this model, the managers for managing the business are appointed by the shareholders. Due to this, there is a gap 
between those who control and those who own the business.



2. The board of directors contain both executive and nonexecutive directors. And they have limited ownership stake in the
    company.

3. In such a set-up, the same person holds both the positions of the chairman of the board as well as the CEO.

4. This set-up is cohesive because a decision is derived only after a detailed communication between shareholders, board
    and management.

The German Model
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Features of The German Model
1. This is a 2 tier model because it contains 2 boards i.e. the management board and the supervisory board. 

2. Both the boards are completely distinct from each other and no one can be a member of both the boards simultaneously. 

3. 50% of the seats of the supervisory board are appointed by the shareholders and the rest half are appointed by the
    employees and the labor unions. 

4. The size of the supervisory board is set by the law and is immutable.



Features of The Japanese Model
1. Banking and financial institutions and large family shareholders are the shareholders in this type of model.

2. The supervisory board consists of a president and a board of directors. 

3. Independent and outside directors are rarely found in the board.

A good business strategy always tries to work out an efficient business strategy with measurable deliverables. This involves the 
directors to work at their best with the board and in return the board to support the management team in the best possible way. 
Let’s look how directors develop the best relationship with board/chairman.

Strong collaboration between the CEO and board 
can help define a broad and forward-looking board 
agenda, one that, rather than pressuring 
management to maximize short-term shareholder 
value, instead helps the company thrive for years. 
McKinsey’s recent board survey shows that the 
boards give most of their attention to strategy. Yet 
directors still want to increase time spent on 
strategy. The board member’s role in strategy is to 
provide the overall strategic framework, to 
contribute an outside view that challenges the 
strategic alternatives presented by management, 
and, ultimately, to approve the chosen strategy. 
CEOs should help make sure their own boards are 
playing this valuable role.

1. Broaden Scope: Engage More Deeply on M&A, Technology, Strategy, & Brands
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Directors spend more time on strategy now than in 2013 - and tend 
to say it’s where their boards make their biggest contributions.
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According to McKinsey’s recent board survey, directors at the most effective boards spend an average of 41 days per year in their 
role and say they have no ambitions to spend more time. But directors on less effective boards spend an average of 28 to 32 days 
and say they would spend 5 days more. To explicitly focus on forward-looking activities and ensure these activities get sufficient 
time, directors should develop a dynamic agenda. Thus directors should work more days and develop a dynamic agenda to deepen 
commitment. Winning boards are those which keep long-term strategies at the top of their mind and work with the spirit of 
continuous improvement at every meeting.

2. Deepen Commitment:
Invest Energy As A Dynamic Agenda Helps Ensure The Time is Spent Efficiently

3. High Performing Characteristics of A Board



How Forward-Looking Boards Should Spend Their Time
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Finding the right person for this job is very important as effective board leaders are those who run meetings well, establish a culture 
of trust and constructive discourse, and invest in training, development, and feedback. Thus, it is necessary to select a person for 
the position of a director based upon his experience and talent.

3. Clarify Responsibilities:
Find The Correct Mix of Experience & Know-How by Appointing An Ambitious Board
Chair. Assign Tasks According to What Directors do Best & Clarify The Role &
Responsibilities. 



Trust should be balanced with challenging discourse. The boards that are most effective are characterized by openness, trust, and 
collaborative senior executives and board directors. Directors possessing these collaborative tendencies must balance them by 
thinking like owners and guarding their authority, or there will be little constructive challenge between independent directors and 
management, and the board’s contribution to the company’s fortunes is likely to fall short of what it could be. To be able to 
challenge management with critical questions, board members should have a good understanding of the company they serve and 
regularly compare internal performance data with those of their competitors. Also to make directors exposed to relevant market 
developments and technologies, some board meetings should be held in overseas locations. Moreover, regular feedback, board 
evaluations, effective induction training should be conducted periodically so that board members can continually learn and grow 
professionally.

4. Create Trust:
Effective Boards Balance A Collaborative Style With Challenging Conversations 

Step Towards Changing The Nature of Board Engagement

Source: Bill Huyett and Rodney Zemmel, “Changing the nature of board engagement” McKinsey Quarterly, April 2015
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for More Details Contact mayur@questmasterclass.com

Today, there are myriad programmes on Corporate Governance but unfortunately, most of them are devoid of tools that 
can train Board directors how to drive transformational change in their organization’s performance by transforming their 
board’s performance. In our 4 day workshop, David O’ Callaghan, will teach you how to sail your way through the 
nitty-gritties of Corporate Governance, through real life case studies, Role-Play Board Meetings, Conflict escalation 
models, and interactive presentations to enhance the strategic transformational capability of your board, to help you 
identify the importance of the board’s leadership on culture, to let you cultivate a culture of performance evaluation, to 
teach you about the role of a board in crisis management and how to prevent it. We urge you not to miss this opportunity, 
and take-home expert corporate governance skills to help you to know how to engage in better board communication and 
stakeholder engagement. 


