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FINDING TRUE NORTH

Govern with intent
Boardroom expert Liz Watson on the ethics of governing

CORPORATE SCANDALS, SUCH AS ENRON IN 2001 AND THE 
fallout from the 2007–2008 financial crisis, were a wake-up 
call in many boardrooms, says Liz Watson, CEO of WATSON, a 
governance consultancy.

“Whereas boards once were relatively passive, hiring and firing 
the CEO and approving strategy, directors increasingly began to 
sense that responsible leadership meant taking a far more active 
role in organizational leadership.”

Watson sees three main areas where directors are rolling up 
their sleeves to ensure the success of their organizations.

Strategy development
First, boards are becoming more active in the development 
of strategy. Strategy development is increasingly a combined 
collaborative effort, one led by managers but with significant  
input from the board. This ensures boards “own” the strategies  
they approve.

Risk management
Second, boards realize they must exercise oversight over risk 
management. They must understand risk, and understand the 
management systems and practices the organization uses to 
manage risk—and be satisfied those systems are working.

Leadership development
Third, boards increasingly recognize the importance of putting 
significant focus and effort on developing leadership talent.  
Boards are:

• Taking a more hands-on role in ensuring competent leadership 
now and in the future (succession planning). In doing so, they 
seek better understanding of the strengths and weaknesses of 
the CEO and management team. “Boards need to know what  
the leadership bench is, and how to improve it,” notes Watson.

• Seeking better understanding of their own strengths and 
weaknesses, both as a group and as individual directors. 

• Focusing more closely on the conversations they should be 
having as a board, especially by correctly identifying the issues 
that require their attention. “Boards and directors must work  
with intention. The topics they discuss cannot be random,” 
Watson says.

Watson also believes boards must recognize that their 
organizations are significantly affected by the quality of their 
culture, where ethics, communication and engagement come into 
play. “A positive culture keeps the organization ethical, happy and 
productive,” she notes. n
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