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How can a new director assess a board’s
chemistry and culture? Julie Daum: While most boards have

orientation programs, new directors
should also look for somebody on the
board as a mentor—either formally or
informally—spending time before or after
meetings to get a sense of how the board
works, makes decisions and the history.

Should the board put together a suc-
cession-planning framework? Succession should always be on the

board’s agenda, and so they need a formal
framework as a guide, which should be
reviewed no less than annually. Some of
the specifics depend on where they are in
their CEOs career cycle. If you’re coming
up to a succession event, you should
review it at every board meeting. Impor-
tantly, boards should have in place an
emergency succession plan as well.For the new director, what other board

roles are subject to succession-planning? 
Board leadership is very important, and

that has implications for succession. There
should certainly be a framework for suc-
cession of the lead director or a non-execu-
tive chair. For committee chairs, there
should be communication about succes-
sion—at least annually.What is the talent pool like for new

directors these days?A decade ago, chief executives, chief
operating officers, chairmen, presidents
and vice-chairmen represented roughly
half of the pool of new independent direc-
tors. In 2009, the proportion of new direc-
tors with these backgrounds was only 26
percent. A primary driver is the drop in the
number of active CEOs serving on outside
boards. The increasing demands of board
service have also triggered a greater

reliance on retirees as potential directors.
What are the qualities boards look for

now in CEO candidates? At the start of the CEO search process,
it can be tempting for companies to assem-
ble a “dream sheet” for their ideal chief
executive. But the size, scale and complex-
ity of many organizations today can make
it impossible for a single person to offer

every competency. Instead, boards should
first look at where the company is and
where it needs to go. A corporation that is
underperforming likely needs a strategic,
transformational CEO. A fundamentally
sound organization seeking to advance its
existing position, on the other hand, might
need a strong operator who can continue
to improve on the organization’s operating
model. These two kinds of leader aren’t
mutually exclusive, but the best strategists
may not have equal skills as world-class
operators, and the best operators aren’t
necessarily the best strategists.What is the CEO talent atmosphere like

today for high-risk organizations?The talent pool for suitable leaders is
not always tremendously deep. However,
we are still seeing strong interest from can-
didates willing to tackle extremely difficult
opportunities.The CEO role may be more
challenging than ever, but it is still highly
attractive to many.With the SEC and investors demand-

ing greater transparency on succession
plans, how are you advising boards?Companies will, of course, now be mov-

ing to make shareholders more aware of
their efforts. We are reminding boards that
the most important priority is to have com-
pelling and comprehensive plans across
the various scenarios they may face. The
issue of what aspects of those plans get dis-
closed, and how and when, is far easier to
work out with the informed advice of
counsel.

How are boards approaching diversity in
light of recent SEC rules?Boards recognize that it is good to have

people in the room who don’t all look
alike—so that might mean, for example,
having a director from overseas. For some
boards, that is the diversity they need. Others
are still trying to make more basic strides.

Do you see a power shift from insiders
to independent directors? Will this con-
tinue and why? Most boards no longer have insiders oth-

er than the CEO so I think we’ve already
seen a shift toward totally independent
boards. I find boards are taking greater
responsibility for the governance of the
companies and so there has been a slight
shift of power towards the board as it relates
to governance. Given the experience of the
past two years, boards and management are
working more closely than ever. 

The Boardroom Guide for New Directors

A Renaissance in Succession Planning and Board Recruiting

A leading recruiter provides a primer on how to succeed at boardroom succession.

Julie Hembrock Daum co-leads the
North American board and CEO
succession practice at Spencer Stuart.
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The corporate governance and responsi-
bilities of public companies have never
been more important to our financial sys-
tem. Today, more than half of American
households own stocks, and while it takes
years to build investor trust, as we learned
during the crisis it takes only a short time
to destroy it.

The role of corporate directors will be
extremely important to restoring trust and
protecting average investors in the post-
crisis period. Transparency and accounta-
bility are more important than ever
before. Directors must invest a substantial
amount of time to discussing and assessing
various risks throughout the company.
Directors must understand and deliberate
on the company’s corporate strategy and
medium- to long-term goals. Further-
more, directors should be proactive about
meeting a diverse group of employees and
clients to get a complete understanding of
what is going on within the company.

As we reassess aspects of corporate gov-
ernance, we must emphasize the dangers
of an over-reliance on short term profits,
which often leads to too much risk taking.
An over-emphasis on producing short-
term profits is at least partly responsible
for getting us into the crisis. Short-term
focus caused many firms to lever them-
selves to unprecedented levels, play spec-
ulatively in complex financial instru-
ments and become less sensitive to risk
taking in general.

Managers and directors must think
beyond quarterly earnings and balance the
demand for visible short-term success with
long-term value creation. A lot of money
can be made or lost in an instant in today’s
sophisticated financial market place.
There is nothing wrong with that in princi-

ple: Short-term gains can spur long-term
value. The problem occurs when long-
term investment decisions are sacrificed in
favor of short-term gains. Short-term goals
should never lose sight of long-term strate-

gy, and companies and their boards should
work together to articulate and communi-
cate their long-term vision.

Also, compensation practices should be
aligned with long-term performance. We
believe executive compensation is not
something that should be legislated but
instead is the responsibility of the full

board of directors (and more specifically,
the board’s independent compensation
committees) who have fiduciary duties to
represent the interests of shareholders.

There have been many proposals floated
in Washington recently with regard to cor-
porate governance reform. We think it is
important to keep in mind that the financial
crisis was not caused by a failure of corporate
governance, and as we strive to learn the les-
sons of 2008 and fix what failed, we should
avoid over-reacting and adopting a one-size-
fits-all approach. 

Federalization of corporate governance
is not the answer. Managers need suffi-
cient flexibility to run their companies,
and neither investors nor directors want
the same set of detailed rules to apply
across the board. For instance, splitting
the roles of the chairman and chief exec-
utive does not make sense for all compa-
nies, nor do all companies need a risk
committee.

We have found that many of our listed
companies are very concerned about fed-
eral legislation reaching too far into the
boardroom. As a result, we have launched
a new initiative to demonstrate that there
can be private-sector alternatives to federal
legislation.

Last fall, we announced the formation
of an independent commission to examine
U.S. corporate governance and the proxy
process. This commission is taking a com-
prehensive look at strengthening best prac-
tices for corporate governance in the U.S.
We look forward to reporting the results of
the this commission’s hard work. 

For directors new to your roles, congrat-
ulations, and I hope to meet you at the
New Directors’ Summit on June 7th at the
Exchange.
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The Boardroom Guide for New Directors

“The problem occurs
when long-term invest-
ment decisions are
sacrificed in favor of
short-term gains.”
—Duncan Niederauer, CEO
and director, NYSE Euronext

A Message to New Directors 
From Duncan L. Niederauer 
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