
“Directors, Capitalists or Cops?” 
 
The subject of governance is constantly in the news to the point where I believe we are 
all tired of hearing about it! Why, we might all wonder, for it is not rocket science. In fact, 
for the most part, it is common sense. Like any vehicle, there needs to be a driver and 
that driver needs to know what he or she is doing! 
 
The driver also needs to have an idea of where he or she is going and why they want to 
get there; what the road is like and whether there are any risks involved with the trip; 
what the rules of the road are; what the other traffic will be like, and whether the vehicle 
is up to it? 
  
Organisations, of every sort, are no different. From small businesses, charities and 
sporting clubs, family companies of every size, through to the big listed public 
companies, the basic questions are much the same: 

 
• What is our objective? 
• What is the best way to get there? 
• How - what sort of structure best lends itself to this? 
• What skills and resources, financial and otherwise, do we need to succeed, and 

how should we organise them? 
• What might the risks, including the ethical risks, be that we will encounter along 

the way that might undermine our journey? 
• Who else is going to be competing with us? 
• How can we enhance our chances of getting there first and fulfilling our 

objectives? 
• What sort of reputation do we want to have – what underlying values do we want 

to inform our culture in everything that we do and say? 
 
This is the stuff of governance. As the ultimate ‘drivers’ of the organisation these are the 
most basic questions that any director, of any organisation must be asking all of the 
time. And yet many don’t.  
 
The multitude of high profile corporate ‘stuff ups’ over the last few years has meant that 
regulators have had to intervene to ensure that these basic issues are being attended to. 
They fall off everyone lips - WorldCom, Enron, HIH, National Australia Bank, Pan 
Pharmaceuticals Parmalat, Waterwheel, Arthur Andersen, Esmeralda, BHP’s Ok Tedi, 
Barings Bank, Harris Scarfe, and now AWB. With each expose comes the public cry: 
“Where were the directors?” As a result, the business environment has become much 
harder for everyone as lawmakers, once again, attempt to close the gap between what 
directors should be doing and what is actually happening - whether it be the result of 
deliberate wrong doing, simple human error or ignorance. The stakes are higher now for 
every director no matter the sort of entity that they are responsible for. 
 
It is understandable that Boards have found the extra time and cost associated with 
meeting increased legislative and regulator expectations, a frustrating distraction from 
the focus of fulfilling the commercial or other objectives of their organisation. Stories 
abound of meeting after meeting dealing with risk issues such as OH&S, environmental 
issues or checking and rechecking financial information, and never being able to feel 
absolutely satisfied that nothing has been missed.  
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Expectations that Boards can be the ‘cops’ have their problems from a number of 
perspectives. Risk can never be completely eliminated, from any business venture in 
particular, as much as the public or the regulators might think that it should be. Part time 
directors cannot totally be on top of everything, even the diligence and good faith of their 
managers. Business judgement is just that: human decision making and perceptions 
made after weighing up a myriad of consciously and subconsciously received facts. In 
the best of us it might be mistaken.  
 
While any good Board should attempt to minimise the risks associated with its venture, 
this must be balanced with the competing role of fulfilling the entities commercial and 
other objectives. Ultimately, where this line between ‘capitalist’ and ‘cop’ is drawn, is a 
question of judgement for the Board, and beyond it, the main stakeholders. In a rapidly 
changing business or other environment, a good board will be revisiting this fundamental 
question regularly to test whether the line that it has drawn is still appropriate to the 
needs of its organisation. 
 
I emphasise that I am speaking about a ‘good’ Board. While we all might complain about 
what has happened and the red tape that we must now plough through in our own 
businesses, my experience, in the field of governance, tells me everyday that, for each 
of the very public and damaging collapses, there are many, many smaller companies 
and organisations where directors are struggling with their roles.  
 
While the basic questions listed above are relatively easy, putting them in context of 
other distractions, the daily operational problems and the context of human relationships 
and behaviours, makes the role of director extremely hard. As well, many boards have a 
few people who are committed and good at the job, while others don’t seem to get it. 
They have little understanding of their roles and duties, and coast along. Or worse, they 
block the Board’s best efforts to move forward.  
 
Few boards appear to be completely removed from the problem especially as it 
manifests in basic human dynamics, clashes of ego and formation of cliques. But it is 
certainly worse in some contexts: representative boards, especially federated structures 
with State and National representatives, common in not for profit entities, where some 
directors often find it difficult to separate their thinking from parochial rivalries and 
interests; family companies where deep unspoken tensions and loyalties can interfere 
with clear thinking; and member elected boards where there is little understanding of the 
skills required to fulfil the role and people are elected for popularity or some other motive 
rather than requisite qualifications. These are to name a few, but the results for the 
organisation in terms of time, frustration and distraction, are enormous. Boards are often 
like dysfunctional families rather than a group of diverse individuals focussed on one 
thing: the good of the company or organisation and achieving its primary objectives. 
 
The stakes are now very high commercially and legally, and so they should be, 
especially where other people’s money and interests are involved. While this is obvious 
in the case of public companies it applies equally to small entities such as credit unions, 
health funds, superannuation funds and trusts, and even the local sporting clubs. No 
failure is without its damage.  All directors owe it to their stakeholders to do the best job 
possible. This is implied in the fiduciary duty that is the fundamental legal duty of every 
director- no matter the organisation, company or other entity involved. 
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What does doing one’s best involve? Directors must take their role seriously; they must 
understand what they are going in to and, if they do not have any experience as a 
director they must quickly develop the skills and knowledge that they need. This includes 
getting to understand their business or organisation and the wider industry as quickly as 
possible; legal liability begins day one! Individual directors and the Board must then 
continually work to enhance those skills and their individual and collective judgement 
and decision making capacities.  
 
A simple and effective technique is to stop and reflect on Board effectiveness from time 
to time and have a conversation about who you are going and what you can do to 
improve. Every board, no matter how small, should take the opportunity of ‘putting a 
mirror up to itself’ with an external review of every aspect its operations, on a regular 
basis, to identify where development needs to happen. In my experience these reviews 
are challenging and enjoyable providing invaluable opportunities for Board and individual 
development in the role. 
 
The role of director can be difficult but as well, it can be extremely fulfilling. If the right 
questions are being asked at the outset, there is no dichotomy between the role of 
‘capitalist’ and ‘cop’. There is natural partnership between making sure the right 
structures, resources, people and culture are in place, on a continuing basis, so that 
there is a solid foundation from which to build the commercial or other objectives of the 
organisation. Get the fundamentals right and you are in a good position for the rest to 
follow!  
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