Boards and decision making


1. What are high stakes, low likelihood decision?
There are two flavors. One is things we think of as unlikely but if they do happen, the result would be catastrophic. These are often managed by a board risk committee that looks closely at such potential events and actions that could mitigate them. Because people do not have much experience with these situations, there is a lot of scenario planning, looking at trends, imagining what-ifs. The flipside, which boards tend to engage with less, are low-likelihood, high-consequence positive decisions. For example, an investment may be very unlikely to pay off, but if it did, that payoff could be so big that it would be worth a small investment. From a strategic perspective, boards should be more involved in these types of decisions.
2. What are the main four categories of board decision?
There are four main categories. First, there are HR-related decisions around CEO succession, board succession and executive compensation. Second, financial decisions related to capital allocation, balance sheet management, and dividend policy. Third, strategy-and M&A related decisions around the purchase and sale of assets or business. Fourth, you have governance-oriented decisions around structure, processes, and decision rules.
3. What problem may occur for executives when dealing with decision?
There are 3 main pitfalls. First one, relying entirely on presentation that management pulls together without learning any additional information. Second one, groupthink, when everyone has a similar point of view. Last one, making decisions too quickly, without enough information.
4. What are most critical for board-level decisions?
Some boards are very good at certain types of decisions and not so good at others. For example, many are good at fiduciary and financial responsibilities, but they may not do the same on strategic matters. And some management teams don’t always welcome healthy dialogue and debate with their boards. If they look to the board to merely review and approve, they are missing an opportunity. For their part, boards can fall into the trap of asking a few tough questions but then effectively rubber-stamping the decision the management wants no matter what.
5. Your understanding and attitude to questions and issues raised in the article
Due to the article I think that in the future  they will have a good progress, and a high level of       communication frequency. The results showed that the boards used to meet six times a year. It seems to me that the subsequent meetings will be online, and the boards will think through both the correct frequency and the way of interaction. But online meetings can worsen the frequency of communication. Covid19 has caused a lot of trouble for many companies, and their demand has fallen. But over time, everything gradually improves   While all was well during this period, it is difficult to effectively hire new directors or thus gain the trust of management. I agree with the opinion that the frequency of interactions should be at least four times a year, but with more frequent virtual discussions that are shorter to communicate and update. The current pace is not sustainable.

               
