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“This 1s an interesting approach to learning more about gov-
ernance. The parable is not only helpful to anyone involved
in governance of an agricultural cooperative, but also with
family, family businesses, church, and community. It 1s an
easy read and has a happy ending! This book can help

make your life and the lives of those around you easier.”

—Don Schriver, retired executive vice president,
Dairy Farmers of America and former chair,
National Council of Farmer Cooperatives

“The Imperfect Board Member 1s a very easy read. It is of
great value to anyone serving on a board, be 1t a private,

public, or not-for-profit organization.”

—Hon. Lyle Vanclief, P.C., former Canadian
Minister of Agriculture and Food; certified
director, Institute of Corporate Directors






THE
IMPERFECT
BOARD
MEMBER






TH!
IMPERFECT
BOARD
MEMBER

(1]

Discovering the
Seven Disciplines of
Governance Excellence

Jim Brown

. JOSSEY-BASS
A Wiley Imprint
www.josseybass.com

4

7




Copyright © 2006 by Jim Brown. All rights reserved.

Published by Jossey-Bass
AWiley Imprint
989 Market Street, San Francisco, CA 94103-1741  www.josseybass.com

No part of this publication may be reproduced, stored in a retrieval system, or
transmitted in any form or by any means, electronic, mechanical, photocopying,
recording, scanning, or otherwise, except as permitted under Section 107 or 108 of
the 1976 United States Copyright Act, without either the prior written permission of
the publisher, or authorization through payment of the appropriate per-copy fee to
the Copyright Clearance Center, Inc., 222 Rosewood Drive, Danvers, MA 01923,
978-750-8400, fax 978-646-8600, or on the Web at www.copyright.com. Requests to
the publisher for permission should be addressed to the Permissions Department,
John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030, 201-748-6011, fax
201-748-6008, or online at http://www.wiley.com/go/permissions.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have
used their best efforts in preparing this book, they make no representations or war-
ranties with respect to the accuracy or completeness of the contents of this book and
specifically disclaim any implied warranties of merchantability or fitness for a par-
ticular purpose. No warranty may be created or extended by sales representatives or
written sales materials. The advice and strategies contained herein may not be suit-
able for your situation. You should consult with a professional where appropriate.
Neither the publisher nor author shall be liable for any loss of profit or any other
commercial damages, including but not limited to special, incidental, consequen-
tial, or other damages.

Jossey-Bass books and products are available through most bookstores. To contact
Jossey-Bass directly call our Customer Care Department within the U.S. at
800-956-7739, outside the U.S. at 317-572-3986, or fax 317-572-4002.

Jossey-Bass also publishes its books in a variety of electronic formats. Some content
that appears in print may not be available in electronic books.

Library of Congress Cataloging-in-Publication Data

Brown, Jim.
The imperfect board member : discovering the seven disciplines of governance
excellence / Jim Brown.
p. cm.
Includes bibliographical references.
ISBN-13: 978-0-7879-8610-0 (cloth)
ISBN-10: 0-7879-8610-0 (cloth)
1. Boards of directors. 2. Corporate governance. I. Title.
HD2745.B735 2006
658.4'22—dc22
2006019149
Printed in the United States of America
FIRST EDITION
HB Printing 1098 7654321


www.josseybass.com

CONTENTS

20

Foreword, Patrick Lencioni ix
Introduction: Boards Matter — xiii
1 ON THE EDGE 1
2 A GLIMMER OF HOPE 15
3 THE SECRET FORMULA 27
4 THE ENEMY WITHIN 43
5 UNRAVELING FROM THE INSIDE 57
6 REBUILDING FROM THE GROUND UP 71
7 ONE STEP FORWARD, TWO STEPS BACK 83
8 EXPECT MORE 93

9 CATCHING THE WIND 107

VII



CONTENTS

10 UNCOVERING THE GEM 119
11 BREAKTHROUGH 139
12 THE BIG DAY 149
Afterword: Making Application 157
Recommended Reading on Governance 193
Notes 195
Acknowledgments 199

The Author 203

VIII



FOREWORD

20

I t used to be that people looked up to boards of

4 B directors. They had no real idea what boards did;
still, they trusted that these surely were honorable

and important groups. But now that strange names like Enron

and Sarbanes and Oxley have become a part of everyday

language, the luster of boards has faded and the scrutiny

of their work has increased. Unfortunately, most of that

attention has focused on fiduciary responsibilities and legal

liabilities, making it entirely likely that when all of this blows

over, people will still be as bored with and confused by

boards as they were before.

This 1s why The Imperfect Board Member 1s such an impor-
tant book. In two equally important ways, it gives us a com-
pelling look at how boards can truly add value, and along the

way 1t shows us why boards are so important.
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FOREWORD

First, it makes the work of boards human. In spite of how
boards are depicted in Hollywood, they do not consist of a
bunch of cigar-smoking men in pin-striped suits sitting
around in a dark, wood-paneled conference room figuring

out how to deceive or manipulate naive stockholders.

The truth 1s, most boards are made up of ordinary people.
They are grandparents. They are Little League coaches. They
are next-door neighbors. And they are often volunteers who
have nothing to gain from sitting on a board other than tak-
Ing part in a learning experience and knowing that they are

contributing to something important.

Second, The Imperfect Board Member makes the work of
boards entirely understandable and accessible. Sparing us
the jargon that induces sleepiness, it provides a clear descrip-

tion of what boards should-—and shouldn’t—be doing.

This may sound like I'm saying this is a book for people who
aren’t on boards. In part, I am. Better than anything before 1t,
this book will help the average person grasp what legitimate
board work 1s about. It’s ideal for the middle manager who
wonders what the company’s board 1s really for. It's impor-
tant for the majority of investors who are brave enough to
put some of their hard-earned savings into stocks but are too
intimidated to attend an annual meeting. It’s what all front-
line volunteers in a community service group need so they

understand the part the board has to play.
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But even more, The Imperfect Board Member is a book for
actual board members. The author—a friend of mine—often
jokes that a greeter at Wal-Mart gets more orientation than
most board members ever do. We all know that’s no joke.

It’s true for boards of every description. And 1t’s appalling.
Although 1t sounds extreme, management guru Peter Drucker
wrote, “There 1s one thing all boards have in common . . .

They do not function.”

For over a decade, Jim Brown and his team have been help-
ing boards overcome their dysfunctions and govern well.
Now this book extends the clarity of their perspective and
the wisdom of their insights to everyone who cares enough to

make a difference.

Jim does all this by painting a picture of real, likeable people
struggling to be better board members and leaders. As they
encounter twists and turns and pitfalls, we learn and grow
with them. Whether we're directors of large corporations or
board members of small community non-profits, we see our-
selves 1n this story. Most important of all, we're left with a
renewed vision. Boards really can add value to the organiza-
tions they serve. Board members really can work together in
meaningful and rewarding ways. And even though we all

have imperfections, governance excellence really 1s possible.

July 2006 PATRICK LENCIONI
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INTRODUCTION
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BOARDS
MATTER

s x / hen my partners and I began our consulting
¢ . practice 1n the middle of the 1990s, most
people had no idea what the word gover-
nance even meant. Typically, board members presumed
they were elected or appointed because of their wisdom and
experience. Typically, CEOs and executive directors consid-
ered the board to be a necessary nuisance. Neither board
members nor senior executives considered board coaching
or director development to be of consequence. Indeed, there
seemed to be a stigma that accepting any such service would

be tantamount to admitting they were not qualified to be at

the board table.

So much has changed in just over a decade! As devastating
as the debacles at Enron and WorldCom have been, those

disasters and others like them have catalyzed a fundamental
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INTRODUCTION

shift in how people view boards and their role. As Ram
Charan told me with relief, “Thanks to Sarbanes-Oxley,
boards have become active.” Charan refers, of course, to the
Sarbanes-Oxley Public Company Accounting Reform and
Investor Protection Act of 2002. In Charan’s terminology,
explained for all of us in his excellent book, Boards That
Deliver, boards are evolving from being “ceremonial” to
“liberated” and ultimately to “progressive.”! What Ram
observes and describes 1s a process——a journey toward

governance excellence.

Imperfect Board Members

No one wants to be known as “the imperfect board mem-
ber.” But we board members are all imperfect, because no
one 1s flawless and no one knows everything. Fortunately,
this need not prevent us from having a great board, as the
best boards are teams of highly talented and experienced
people who bring unique strengths and complement each

other’s weaknesses.

There 15 so much we need board members to bring to the
table. Understanding the complexities of Sarbanes-Oxley
and related legislation 1s important. Being able to interpret
the organization’s financial reports expertly 1s crucial. Having
the ability to detect and examine emerging trends 1n our

sector and then strategically anticipate opportunities and

XIV



Introduction

impacts 1s powerful. These all exemplify what my colleagues

and [ say makes a board “smart.”

Smart and Healthy

As critical as it 1s for boards to be smart, this 1s what econo-
mists call necessary but not sufficient. Bill Dimma, a distin-
guished veteran of governance with experience on fifty-five
corporate boards and almost as many non-profits, has diag-
nosed what he calls “the classic board dilemma.” In his mar-
velous book, Tougher Boards for Tougher Times, Bill reminds
us that right up to the time of their demise, the boards of
Enron and Nortel were composed of people with outstanding
talent and credentials.” He judges it as a case of individual

competence and collective incompetence.

It 1s obvious that having the skills and knowledge to perform
as a smart board 1s not enough. It 1s also imperative that
boards be healthy. By this, we refer to 1ssues including the
level of trust and candor that exists at the board, the clarity
of the respective roles of board and management, the rela-
tionship dynamics within the board, and the determination
of the directors to subordinate their personal interests and

serve the interests of the shareholders or members.

This concept of “smart and healthy” was introduced to us by
my friend Patrick Lencioni and his team at The Table Group.
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They observe that successful organizations share both quali-
ties.” He agrees with us that the principle applies profoundly
to boards as well. So our consulting and coaching practice 1s
tueled by a passion to help board leaders understand their
role and fulfill it with confidence and excellence. We are con-
vinced that this 1s only possible when boards become both
smart and healthy.

In the growing section on bookstore shelves for governance,
some books are superb. Many are not. Regardless, the vast
majority of them focus on improving the smartness quotient
but ignore the healthy dimension. This book places greater
emphasis on the healthy side, while laying a foundation for
both aspects. It 1s not, however, a recipe for board work.
There are specifics and complexities beyond the scope of
this book, many best addressed by a professional familiar

with your particular situation.

A Quick Read, A Fun Story

This book is especially written for the millions—and there
are tens of millions of directors of non-profit and for-profit
organizations in North America alone—who are serious about
their board service but already swamped with the demands
of their other work, family, and community commitments.

I have deliberately made this book short enough that you

could read 1t on a flight from New York to Denver or in a
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single evening. (Please don't try to read 1t during a board

meeting, no matter how temptingl)

The journey toward governance excellence 1s a process of
discovery. With inspiration and coaching from renowned
authors Ken Blanchard and Patrick Lencioni, The Imperfect
Board Member has been crafted to convey this journey in a
style that allows you to travel the road as an interested ob-
server. Perhaps you will even find yourself identifying with
the characters. They are fictional, but they are representative
and composite of so many leaders with whom I have had the

privilege —and challenge —of working.

Discipline for Directors

As the story unfolds, you will see the characters discover the
seven disciplines of governance excellence. These disciplines
apply to all boards, and this story traces the journeys of both
a corporate board and a non-profit board learning and prac-

ticing the disciplines in their settings.

Discipline, as we use 1t here, 1s something we do methodi-
cally, deliberately, and adeptly. It also refers to how we train
to improve strength and control. Although some associate
discipline with pain or even oppression, that need not be
the case. In the context of sports, academics, and personal

health, having discipline 1s generally understood to lead to
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desired results. I trust you are reading this book because you

desire to see results from the boards you are on or work with.

More Than a Story—Prepare to Take Action

To help you apply the principles and practices presented in
the story, a section at the end of the book reviews the model,
offers tools and tips, and lists resources. All of this can help
you no matter what your connection to a board—as a sea-
soned director, a beleaguered executive, an interested stake-
holder, or a hopetul future board member. I sincerely hope
you gain insights and understanding and take your next step
to a healthy board.

July 2006 JiM BROWN
Guelph, Ontario
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