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Using the

Corporate

Governance

Cycle to run a

more efficient

business.

Gorporate gouernance: A blueptint
for managing a business

hat do CEOs do when they get to
work? Aft,er all, there's no one to
hold them accountable on a day-to-

day basis; they can do anything they think is
appropriate.

For some leaders it's the day's "to do list"
they tackle first. Others jump into the cur-
rent day's f,rrefighting. Or there might not be

a plan at all. They just see what pops up.

Many of the CEOs I've talked to and worked
with use a version ofone ofthese approaches. At
the end of the day they may feel they have con-

tributed, or wind up exhausted with little to show

for their effort. There's no consistency in moving
a compErrry forward, yet all are dedicated.

What's missing is an overall game plan within
which the CEO's responsibiliiies can be executed;

a game plan that creates a high probability that
the company's goals will be achieved.

I call this game plan Corporate Governance. It
contains a series offive connected events: setting
strategy; budgeting; operating plans; corporate
initiative; and quarterly reviews.

The cycle combines planning, forecasting,
understanding variances, and a relentiess drive
for improvements. Most importantly it demands

thinking and communicating. These are two
leadership activities that arebecoming obsolete

as leaders are more likely to react and transmit
messages instead.

The cycle is more easily understood by starting
with setting strategy even though this occurs in
the second quarter in the graph on the next page.

These first three elements of the Corporate

Govemance cycle are the planning elements.

SETTII{G SIRATEGY
Commonly called strategic planning, this is the
time when each business contemplates its
future over a planning timeframe, which is very
different depending on the business (high-tech

2-3 years, manufacturing 4-6 years, power gen-

eration 10+ years).
Traditional strategic thinking includes con-

templating changes in and reaction to the follow-

ing: business environment; markets; competition;
technology; and SWOT analysis (strengths,

weaknesses, opportunities, threats).
The leaders of each business need to merge

the internal view from their organization with
the realities from independent research and
analysis-the external view-into a cogent

story. That story then leads to broad elements of
investment in resources, what those resources

wiil produce and what the likely impact will be

on the business.
Ultimately, the strategic plan is a roadmap

with the out years shrouded in fog. However,
it is the intent of each business and should
become the basis for decision-making.

The CEO's role in conjunction with the cor-
porate staffincludes:
. Establishing the need for strategic planning
through communication and referring back to the
plan when reviewing proposals for resources;
. Establishing the schedule so that the
process is completed on time;
. Indentifying the environmental framework
that the business must live with. For exam-
ple, assumptions for inflation, the value of the
U.S. dollar, GDP growth rates, government
intervention, etc.;
. Produce the slide stack or other documen-
tation method that must be presented;
r Create the atmosphere for purposeful cre-

ativity in the review sessions:
o Provide honest feedback to each business'
strategic team;
o Determine which requested investments
and resources will be funded,/pursued;
. Communicate the decisions, and their ration-
ale, to the business leaders;
. Communicate the consolidated plan to the
board and obtain approval;
. Communicate the final, approved plan to the
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