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BEYOND COMPLIANCE

FINDING DIRECTORS WITH TALENT, TIME AND INDEPENDENCE

With Mike Ross

of IIC Partners
ith the thanks of the Chair, that last,
W long-serving  friend-of-a-well-con-
nected-friend is finally leaving the
board of directors and a replacement must
be found.

Increasingly, there’s a realization — and a
genuine resolve — that new board members
had better bring more to the table than those
departing good-old-friends ever did.

“That resolve is a very good thing, so long
as the whole process isn’t driven by regula-
tory shock,” says Mike Ross, leader of the
global Board Search practice group of IIC
Partners. “That’s where professional counsel
can help.”

Regulatory guidance worldwide empha-
sizes the reality that non-executive direc-
tors must be incontestably independent and
deeply qualified. And these new laws estab-
lish new standards of board responsibility
and liability.

In this new environment, CEOs and boards
of directors are scrambling to find the quali-
fied and independent directors they need
— but Ross says they shouldn’t lose sight of
the bigger picture.

“Strategy is the first imperative — yet it’s
frequently de-emphasized as companies be-
come mesmerized by all the new legal re-
quirements,” Ross says. “The board needs to
start with a clear picture of the ideal director;
one who will provide needed talents and in-
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dependence but also bring new business or
geographical connections, new technical or
cultural perspectives and new insights into
risk management, while at the same time fit-
ting well within the chemistry of the existing
group.

“A credible search firm will identify these
opportunities up front.

“Issues of strategy, transparency, quality, li-
ability and availability all argue strongly that
companies retain experienced search firms
to conduct credible, effective and successful
Ross says.

“Once strategic issues have been factored
in, transparency is the next consideration,”
Ross says. “Historically, the vast majority of
board opportunities evolved from the old-
boys-network. But the do-it-yourself direc-
tor search, driven from the Rolodex of the

non-executive board searches,”
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thoroughness of the process.” The search firm
keeps records of the position requirements,
people considered, their qualifications and
the reasons for the final selection.

Quality requirements also convince more
and more companies to contract board
he says.
board roles, specific competencies are re-

search assignments, For certain
quired and search firms are better equipped
to track down, assess and confirm creden-
tials than an internal board committee.

Ross says increasingly higher director lia-
bility standards — and associated time com-
mitments — have meant that some excellent
candidates have removed themselves from
consideration for board roles while others
have carefully limited the numbers and types
of board appointments they accept.

“Availability becomes a real issue. There’s

Strategy is the first imperative-
but it’s frequently de-emphasized...

chief executive officer, will no longer pass
the smell test — much less legal require-
ments. And we all know of very high-profile
court cases where this point is currently be-
ing made.

“By comparison,” he says, “the organi-
zation that uses a search firm is positioned
to answer any challenge to the validity and

just a greater level of competition for a
smaller pool of qualified people, so profes-
sional search services increase your chanc-
es of success and reduce the time a board
position may have to stay vacant. Search
firms are constantly in the market and con-
he says.
Top-quality candidates are also becoming

sequently cast a much wider net,”



less available because they're increasingly
determined to serve only on boards with
others of their own stature — because of li-
ability issues, networking opportunities and
concerns around reputation, image and ca-
reer development.

Equally importantly, strong candidates
have come to expect serious offers will be
made through search professionals, and
they're inclined to look less favourably on
other approaches.

The requirements of discretion and proto-
col also mitigate in favor of the profession-
al search, says Michaél Berglund, a senior
member of the 1IC Board Practice Group
from Stockholm.

“At the Board of Directors level, the can-
didate wants to feel he or she is being tar-
geted for the position versus being part of
a large pool of candidates,” Berglund says.
Only one person can be approached at any
one time. Potential board members must be
precisely ranked by very discrete research
before the preferred person is identified and
approached.

“Obviously, researching and ranking can-
didates in this fashion is something a board
search practice is in the habit of doing and
others just aren’t.”

Ross says two considerations are key
— the independence of the search process
and the independence of the Director who
is ultimately named to the board.

“Today’s best-run companies need to
know that a new board member can add
value and will be willing to do so.” o

Mike Ross is the Board Search Practice
Leader for IIC Partners and a Managing
Partner with Conroy Ross Partners in Cal-
gary, Canada.
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THE NEW SCIENCE OF
BOARD AUDIT

With Michaél Berglund
of IIC Partners

At its best, the business of assembling a board of direc-

tors has been a fine art. At worst, it has all too frequently

been a cynical exercise in patronage and empire building.

Now, as a matter of necessity, board making is becoming a

somewhat more exact science.

In Sweden, board audits are required by
law, while in most other jurisdictions
they’re increasingly used to ensure — and
to provide proof — that boards have been
chosen to give companies and their inves-
tors the benefit of the best available over-
sight. “Board audits are really a matter of
basic due diligence,” says Michaél Ber-
glund, board audit practitioner and founder
of Michael Berglund Executive Search in
Stockholm. “Audits ensure that the people
who direct and review your business and
your executive team have the necessary
skills, motivation and, yes, the personal in-
tegrity to fulfill their roles.

“It's notenough thatall the individuals are
skilled and respected,” Berglund says. “As a
group, they must possess the full range of
skills relevant to leading the business. They
must have the time and the inclination to

function of assessing the performance of
the Chair.

The Berglund team developed their audit
process after interviewing more than 30 of
Sweden’s top corporate directors at length
on all aspects of board functions, director-
ship and best practices. The resulting frame-
work document could be described as a
very detailed questionnaire, but Berglund is
emphatic that a real board audit cannot be
performed as a written survey. Every mem-
ber of a board must be professionally in-
terviewed so that the spontaneous dynamic
of conversation can be allowed to surface
detail and nuance and so that unexpected
responses can be probed.

The Berglund method involves compil-
ing an audit of the board as a whole, but
explicitly avoids detailed evaluations of in-
dividual board members.

Board members need to do more than vote.
They need to be prepared to shape the agen-

da and the business.

take on these considerable responsibilities
and they must be prepared to ask difficult
questions in a constructive fashion.

“Board members need to do more than
vote. They need to be prepared to shape the
agenda and the business,” he says.

A board audit enables the Chair and the
owners to assess these issues and reshape
the board according to their findings.

Sometimes, Berglund says, ‘audits’ are
conducted by the Board Chair, but these
are really just subjective evaluations that
lack independent, third-party perspective,
especially when it comes to the crucial

“We prepare a written report of our
findings and present it to the chair and to
the nominating committee,” Berglund says.
“Then we assist as required but in the end
its up to the client to decide how to pro-
ceed. We find this works much better than
focusing inquiries on individuals because
people are less defensive. They provide
more complete and honest answers if they
are not intimidated by the prospect of per-
sonal evaluation.

“In the end, the result is the same,” he
says. “The report identifies strengths and
weaknesses of the group and the process
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enables all members of the team to see
where the problems lie and what gaps need
to be filled.”

In Sweden, he says, a few general themes
have surfaced. With some exceptions, he
says, Swedish boards of directors could fo-

cus more attention on risk analysis, CEO
evaluations and human resources strategies.

“In other countries, the issues may be dif-
ferent or similar, but | would suspect there
might be some similarities,” Berglund says.
“We've all heard it said that board members

are chosen for their abilities to analyze num-
bers but they're less comfortable in areas that
call for intuition.” o

Michaél Berglund is managing partner of
Michaél Berglund Executive Search, the 1IC
Partners affiliate in Stockholm, Sweden.

THE BURGEONING INDIAN ECONOMY

TAPPING INTO THE WORLD'S LARGEST DEMOCRACY

MUMBAI — India is the world’s fastest grow-
ing major economy, with a GDP growth rate
of 9.2 per cent and a domestic market of a
billion-plus people. About 65 per cent of the
population is of working age — the young-
est in the world — and foreign exchange re-
serves are close to $200 billion US.

Geographically, India has abundant natu-
ral resources such as coal (fourth-largest re-
serves in the world), iron ore, manganese,
mica, bauxite, titanium ore, chromium,
natural gas, petroleum, diamonds and lime-
stone.

India’s major exports are textiles, jewelry,
engineering goods and software, as well as
financial, research, and technological ser-
vices, while crude oil, machinery, fertilizers,
and chemicals are the major imports.

In 2006, exports reached $112 billion US,
against imports of $190 billion.

“India’s not just poised — but has arrived
with an elephant dance on the International
platform,” says Keyur Thakore. “Today, any
globally competitive company wishing to
leap-frog into the next decade cannot give
India a pass. So much so that senior execu-
tives and fresh graduates have made India ‘a
must-have experience’ on their resumés.”

If this sounds like hyperbole, Thakore has
statistics in abundance to prove his case and
a global perspective to leaven his view. He’s
the founder of the Mumbai-based executive
search firm KTA Associates and a long-time
member of the global search organization
IIC Partners, with offices in 40 countries
worldwide.

He says India continues to receive mas-
sive doses of foreign direct investment (FDI).
In fiscal 2006, FDI inflows (equity only)

from April 2006 to February
2007, were worth $11.89
billion, compared to $4.31
billion during same period
of 2005.

INDUSTRY  SECTORS
— IT and ITES (informa-
tion technology enabled
services), with an estimated
growth rate of 31 per cent,
are expected to account
for 5.4 per cent of India’s
GDP, with exports touching
$31.3 billion US in fiscal
2007. BPO (business pro-
cess outsourcing) to India
from international clients
could exceed $100 billion
US by 2015. Most of the
world’s biggest technology
companies, including 1BM,
Microsoft, Dell, HP and Bell Labs, have ma-
jor and expanding presences in India.

With the end of world export quotas, the
textile and apparel industry is on the thresh-
old of a breakthrough and exports — cur-
rently at $17 billion US — are expected to
rise further.

The Indian automotive industry has grown
ata CAGR (compound annual growth rate) of
14 per cent over the last five years, with total
sales of vehicles reaching nearly nine mil-
lion units in 2005-06. The Indian domestic
passenger car market is expected to grow at
a CAGR of 10-15 per cent for the next eight
to ten years with annual sales of more than
three million cars.

“With a large, educated and empow-
ered population under 35 years old, it’s not

surprising that all the world’s leading auto
brands are betting big on the great Indian
auto bazaar,” Thakore says.

The Indian telecom network, with 189
million connections, is the fifth largest in
the world and the second largest among the
emerging economies of Asia. Today, it is the
fastest growing market in the world. The to-
tal subscriber base is expected to reach 250
million in 2007. The wireless subscriber
base accounts for 54.6 per cent of the total
telephone subscriber base and is expected
to surpass 2.5 million new subscribers per
month in 2007. This has also had a positive
impact on telecom equipment, with annual
sales touching $10 billion US. o
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CROSS CULTURAL AWARENESS
EITHER IT WORKS OR...

By Keyur Thakore
of IIC Partners

gy, travel and the footprint of businesses

globally have made all of us next-door
neighbours. Companies like IBM, Infosys,
Wipro, and ABB employ multitudes of pro-
fessionals from different countries, each with
its own set of values, cultures and norms.
Within one company — what may seem
commonplace to some will almost certainly
appear strange and possibly inexplicable to
others.

A close look at global operations shows
how culture, communication and human
factors silently support or undermine the
effectiveness of business operations. In-
creasingly, business leaders understand that
cross-cultural awareness is a prerequisite to
success.

Knowledge of the history, geography and
even the climate of a place are an essential
beginning to understanding a newly-en-
countered culture.

Many social scientists, including Edward
Hall and Geert Hofstead, have researched
the interplay between societal and corpo-
rate cultures to add new dimensions to our
understanding of how people work together
— more or less effectively. They identify such
factors as whether a society is:

1 t's a small world! Advances in technolo-

e individualistic or group oriented;

e egalitarian or hierarchical;

e risk taking or resistant to change;

e direct or indirect communication style

e task or relationship oriented;

e likely to view business as short term or
long term;

e confrontational or confrontation-averse
in handling conflict;

e autocratic or consensus oriented in deci-
sion making;

e collaborative or competitive in negotia-
tions; and,

e inclined to use ‘fluid time’ or ‘rigid time’
to set schedules and expectations.

The same dynamics and expectations
that affect employees of a single company
who come from different cultures will have

an even more profound impact on relations
between employees and customers from dif-
ferent cultures. We've all heard the market-
ing dictum that customers don’t buy a prod-
uct or service, they buy an experience. But
that experience is profoundly affected by

In India, cultural diversity is the fabric of
life. But as our country and the Asia/Pacific
region attract massive foreign investment it
is frequently the case that new entrants into
the regional economy struggle with the mys-
teries of the East. As a logical outgrowth of

Customers...buy an experience.
That experience is profoundly affected by
culturally conditioned expectations.

culturally conditioned expectations. Seen
from this perspective, there’s immeasurable
competitive advantage in eliminating areas
of potential friction between employee and
customer expectations.

our primary business in executive recruit-
ing, we've found that many clients are best
served by ancillary support in cross-cultural
awareness. Workshops in this area should
examine in detail the factors influencing the
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culture of a place - “why people behave the
way they do” and what they “expect of us to
minimize loss of energy in our interactions
with each other.”

Let’s say, for instance that an American
businessman in Mumbai has set up dinner
with potential partners from India and Japan.
As host, the American will expect to pay and
this will conform with the expectations of his
guests. But his after-work casual attire may
be viewed as inappropriate or disrespectful,
particularly by his Japanese guests, who will
most likely arrive in business suits. And his
launch into business discussions after greet-
ings and a drink may be off-putting to the
Indians, who traditionally hold off business
talk to the end of the evening. Of course,
either of these issues may be overlooked or
taken quite seriously, depending on indi-
viduals, but the point is that both are easily
avoided.

Cross Cultural Awareness work-
shops typically aim to:

e build increased cultural sensitivity and
culture-specific knowledge;

e help participants identify their own cul-
tural profiles and view these from the
relevant local perspective;

e plan strategies for adjustments to the rel-
evant culture;

e Learn local business protocol to build
‘cultural bridges;” and,

e Learn to give and command respect.

These learnings influence 1.) the profession-
al success of employees, 2.) the financial
success and survival of businesses, 3.) cost
structures and 4.) global workforce compe-
tencies.

As the world becomes a single economy
and more and more companies work interna-
tionally, we all work more frequently across
cultural divides and the value of understand-
ing increases geometrically. o

Keyur Thakore is founder of KTA Associates
of Mumbai, India - an IIC member firm
since 1995.

In Vienna, Austria the
[IC Partners affiliate
is Eblinger & Partner
(www.eblinger.at). 1IC
Partners was formed in
Europe during the mid-
1980s, anticipating the
needs of internationally
competitive companies
to access a world-class
executive talent pool
serving the emerging
global economy.

Today, IIC is placed
among the top 10 glob-
al search firms by rev-
enue, with more than
50 offices worldwide,
providing instant access
to 40 leading nations.

A global matrix of inde-
pendent search firms,
[IC members are lead-
ers in their local mar-
kets. They employ best
practices to ensure con-
sistency and excellence
in every assignment.

Client service is based
on three core capabili-
ties:

~ Local Knowledge

~ Industry Expertise

~ Global Reach

Local Knowledge

No matter how widely
you search, local knowl-
edge is indispensable in
the hunt for executive
talent.

You need search profes-
sionals who know the
languages, the cultures
and the facts behind the
headlines of the rele-
vant local markets. You
need the acumen of ex-
perienced professionals

working on their home
turf.

Each IIC office is an in-
dependentbusiness, run
by professionals with
years of experience in
their home markets.

Industry Expertise

di

[t's essential to work
with consultants who
have a comprehensive
knowledge of your in-
dustry - locally, region-
ally and globally.

You need search profes-
sionals who understand
your industry, your cor-
porate culture and the
special skill sets vital
to strategic positions in
your organization. You
need search consultants
who know where to
find the talent to match
your needs.

[IC Partners maintains
and constantly devel-
ops this vital sectoral
expertise through eight
practice groups:

~ Automotive

~ Board Search

~ Consumer & Retail
~ Energy

~ Finance

~ Health Sciences

~ Information Tech-
nologies

~ Manufacturing

Each practice group is
a global network of 11C
search professionals
with extensive experi-
ence, gained both by
working in that specific
sector and in serving
its executive talent re-
quirements.

Global Reach

[IC is structured to de-
ploy local knowledge
and industry expertise
simultaneously at sev-
eral locations around
the world. Today, there
is one global economy,
and whether your com-
pany operates globally,
nationally or locally,
it must be equipped to
compete against the
best in the world.

Whether your executive
search is local or inter-
national, 1IC is struc-
tured to find the world-
class talent you need to
succeed in the global
economy.

For more information
visit www.eblinger.at or
www.iicpartners.com.




11C Partners Global Reach

More than 50 offices in 40 countries around the world

AMERICAS
Buenos Aires
Calgary
Chicago
Columbus
Curitiba
Detroit
Edmonton
Houston
Mexico City
Montreal
New York
Rio de Janeiro
Santa Monica
Santiago

Sao Paulo
Toronto
‘Washington

EUROPE
Amsterdam
Bratislava
Brussels
Bucharest
Cape Town
Copenhagen
Dublin
Hamburg
Helsinki
Lisbon
London
Madrid
Milan
Moscow
Munich
Oslo

Paris
Prague

Riga
Rome
Stockholm
Tallinn
Vienna
Vilnius
‘Warsaw
Ziirich

ASIA PACIFIC
Auckland
Bangkok
Beijing
Bombay/Mumbai
Hong Kong
Seoul
Shanghai
Singapore
Sydney
Taipei

Tokyo

Contacts

Peter Eblinger
Managing Director
Vienna, Austria
peter@eblinger.at
43153233330

Charlotte Eblinger
Managing Director,
Marketing & P.R. Mgr.
Vienna, Austria
charlotte@eblinger.at
43153233330
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