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The Complete Board Governance Guide: What and how to use it! By Yusuf 

Azizullah GBAC & Boardroomeducation.com CEO

WHAT IS MEANING OF BOARD GOVERNANCE? 

How we can use the Board Governance System for Success!

Board governance is a system that helps ensure that a company’s directors and officers abide by corporate 

governance principles. In other words, it helps ensure that they are acting in the best interest of the company and 

not their interests.

In this article, GBAC Corporation discusses the various meanings of board governance and what governance 

system is best for your business. Breakdown down the different strategies for different business types and how to 

use each to help your company succeed.

 Common Questions About Board Governance:

 What will board governance look like after COVID?

 What are the different types of boards in companies? 

 What is the kind of roles that these boards play? 

 What are the responsibilities of board members? 

 What is the Meaning of Board Governance?

 What are the different ways to use a board management system?

Find out all these answers and more in this informative blog article! It explains how a board management system is

used to run a company and offers several suggestions for how it could apply successfully.

Being invited to serve as a board member has never been as easy. Many retiring Fortune 500 CEOs and Senior 

executives are under the pretense. They assume that they will automatically and miraculously be invited to serve 

on a primary name brand board of directors. Unfortunately, that’s far from the truth.

Most Board of directors’ positions are referred to through the web. With the advancements in technology, you no 

longer need to be a CEO of a successful company backed by venture capitalists to take on the task of being a board 

member. This new way of governing companies, governance 4.0, described below, can help them succeed in 

today’s business climate.

Governance refers to the way police are applied within an organizational framework. This article discusses board 

governance and who can use it for success in a business.

WHAT IS MODERN CORPORATE GOVERNANCE? WEF GOVERNANCE 4.0

According to the Cadbury Report corporate governance refers to the many aspects of a firm’s management and 

control systems. These elements vary by nation, era, company type, size etc.

According to World Economic Forum (WEF), in an article titled. What could a new model of governance look like?
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Governance 1.0

This period of governance was marked by the rule of “one man” – either elected or unelected. This type of 

leadership worked well in a society with a high cost for information. Hierarchical power operates smoothly with 

little technological advancement, benefiting almost everyone except those at the top levels. Still, as soon as we 

enter this new world where technology becomes more accessible thanks to modern innovations such as 

smartphones, these old ways start becoming obsolete because people can now access knowledge anytime, 

anywhere!

Governance 2.0

The Governance 2.0 model, which emerged after the 1960s, emphasized material wealth’s primacy and 

corresponded with Milton Friedman’s “shareholder capitalism” and global financialization. The new managerial 

class, answerable only to shareholders, held sway throughout. In contrast, the 2008 global financial crisis dealt 

with Governance 2.

Governance 3.0

COVID-19’s severe social and economic shock ushered in Governance 3.0, emphasizing crisis management over 

decision-making. Leaders are presently focused on operational thinking rather than considering possible 

unintended consequences, resulting in chaotic pandemic and socioeconomic management.

What would Governance 4.0 look like?

Governance 4.0 can be a game-changer in approaching long-term strategic thinking and planning because it would 

replace today’s short-term crisis management with thoughtful, innovative policies that address all aspects of 

society holistically, from mental health to environmental decay caused by human activity.

Biodiversity loss is one issue where there needs more research into what actions should take place afterwards if 

anything else does nothing.

Second, the old top-down governance model must be replaced by a more inclusive approach that is better 

informed and more interested in outcomes. We live in a highly complex and interconnected society with few gaps, 

not a linear one. That also means societal stakeholder roles and obligations must alter. Business can no longer 

ignore its social or environmental consequences; likewise,

Third, the current preoccupation with a restricted view of economics and short-term financial gain must end. The 

priority of society and nature should be at the heart of any new governance system, whether for business or 

government. Finance and business are critical issues. But they must serve humanity and nature, not vice versa.

WHAT IS BOARD GOVERNANCE AND WHY DO WE NEED A BOARD?

Board governance is the process and system through which a board of directors fulfils its fiduciary duties. Many 

organizations operate with a board governance system to provide guidance to directors and ensure their actions 

are in the organization’s best interests. 

STAKEHOLDER CAPITALISM AND ESG METRICS CRITERIA?
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In recent years, large institutional investors and significant CEOs have committed to Stakeholder Capitalism. 

According to World Economic Forum, Global Business Leaders Support ESG Convergence by Committing to Stake 

Holder Capitalism Metrics 

More than 60 top business executives from diverse sectors have signed on to the Stakeholder Capitalism Metrics, 

a set of environmental, social and governance (ESG) criteria and disclosures released by the World Economic 

Forum and its International Business Council (IBC) in September 2020 that evaluate long-term corporate value 

creation for all stakeholders.

The Stakeholder Capitalism Metrics, drawn from existing voluntary standards, include a core set of 21 universal, 

comparable disclosures focused on people, planet, wealth, and governance principles considered essential for 

businesses, society, and the environment. Companies may report on them regardless of industry or geography.

They enable firms and investors to measure their performance on sustainability issues, allowing them to make 

better decisions and revealing greater transparency and responsibility in connection with the shared and lasting 

value companies create.

These leaders and their organizations, including Dow, Unilever, Nestlé, PayPal, Reliance Industries, and Sony, have 

today committed to:

 Reflect the company’s key performance indicators (KPI) to investors and other stakeholders, such as 

annual reports, sustainability reports, proxy statements, or other materials (e.g., by reporting on metrics 

that are most relevant to their business).

 Publicly endorse this work and urge their business partners to do the same.

 Encourage the further convergence of current ESG standards, frameworks, and principles to assist 

progress toward a globally accepted solution for non-financial reporting on standard ESG metrics.

THE SEVEN PRINCIPLES OF EFFECTIVE BOARD GOVERNANCE?

The seven principles of effective board governance are –

1. Accountability

2. Transparency

3. Engagement

4. Effectiveness

5. Diversity

6. Integrity

7. Risk management

Implementing an effective board governance system requires ongoing review and refinement.
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For a company to be successful, it needs a “Board of Directors.” A Board is responsible for overseeing the company

and making decisions that will help it grow. Without a Board, the company doesn’t have strategic direction and 

oversight on behalf of the stakeholders. 

There are many different types of Boards, but all of them share some everyday responsibilities. Boards are typically

made up of individuals who have experience in business or who have knowledge about specific areas of the 

company. They also need to be able to set boundaries and manage conflict. 

 A Board’s role in a company can be critical. For example, a Board can help decide what strategies to use for 

growth, approve significant expenditures, and oversee the CEO. In addition, in some cases, a Board may be 

responsible for protecting shareholders’ interests. 

However, not every company has a positive relationship with its Board. Sometimes board members disagree and 

cannot agree on essential matters. It can lead to conflict and instability within the company. If this happens, the 

CEO needs to work with the Board to resolve these issues. 

Board governance is an essential aspect of any company’s management system.

What Type of Boards Can There Be?

Mature Capital Markets and Emerging Markets push for independent board members and split the Chairman of 

the Board and CEO roles as described in my earlier blog titled Hidden Tips to Grow Your Business When Growth Is

Declining.

Whatever type of Board you choose, it’s crucial to ensure its effective and helps your company achieve its 

objectives.

FIVE THINGS TO KEEP IN MIND WHEN CREATING OR REFORMING YOUR BOARD 

GOVERNANCE SYSTEM

Here are five things to keep in mind when creating or reforming your board governance system:

 1. Define Board Objectives – What strategic goals does your Board want to achieve? What areas do they feel need

more attention? Once you know your Board’s plans, it’ll be easier to determine which areas they should be 

focused on.

2. Build Trust – It’s important for board members to trust each other and have open communication. If there’s a 

lack of trust, it’ll be difficult for the Board to work together effectively.

3. Establish Guidelines and Procedures – Make sure all members know how decisions will be made and voted 

upon.
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THE COMPLETE  BOARD GOVERNANCE GUIDE WHAT IS IT AND HOW TO USE IT

Board Structure:

Board governance is the process and practices by which a board of directors oversees a company. A soundboard 

governance system can help ensure that the company operates effectively and meets its goals.

There are many different types of board governance systems, but they all have several common elements:

1. All board governance systems require a board to set the overall strategic direction for the company.

2. Councils must make sure that the company follows that direction.
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3. Boards must oversee day-to-day operations, run by management, and make sure that they comply with 

governance policies.

4. Boards must monitor the company’s performance and decide if any changes are needed.

5. Boards need to have mechanisms for resolving disagreements.

6. Boards need to have a process for electing new directors.

The best board governance system will tailor to the specific needs of the company and its board members. 

Therefore, there is no one perfect system for every company. However, there are some standard features that all 

sound systems include.

These features include:

1. A clear set of overall corporate goals.

2. A mechanism for ensuring that the company follows its goals.

3. An effective way for monitoring performance and making decisions about whether changes are needed.

HOW DO YOU GET ON A CORPORATE BOARD, AND WHY DO YOU WANT TO?

Before getting on any board, public or private, board Candidates need to understand the function of a board of 

directors and what skills matter in the board room. Because most sought candidates are CEOs, Chief Operating 

Officers, and Chief Financial Officers, lately, due to cyber and technology risks.

Serving Chief Information Security Officers CISOs and tech-savvy diverse candidates are added to public 

boardrooms.

The corporate Board is the highest governing body of a company, and it oversees the management of the 

company. A board of directors is responsible for setting policies, approving financial plans, and making decisions 

affecting the company’s operations.

To be successful as a corporate director, you must understand how a board governance system works. A well-

functioning board governance system helps directors make informed decisions while protecting shareholder rights.

TO CREATE AN EFFECTIVE BOARD GOVERNANCE SYSTEM, FOLLOWING CONCEPTS ARE 

MUST

To create an effective board governance system, you must have a clear understanding of the following concepts:

1. Board Composition:

The Board of directors should be composed of individuals with the knowledge, skills, and experience necessary to 

oversee the company.

2. Role of the Board:

The Board of directors is responsible for setting its overall strategic direction and following it.
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3. Monitoring Performance:

The Board of directors must monitor the company’s performance and decide whether changes are needed.

4. Board Committees:

Board committees can help directors focus on specific areas of the company’s operations. Traditional three 

committees exist in most boardrooms: Audit Committee, Nomination and Governance Committee, and 

Compensation Committee.

6. Shareholder Rights & Stakeholder Capitalism:

The Board of directors must protect shareholder rights. 

An effective board governance system helps directors make informed decisions while protecting shareholder 

rights. To create an effective board governance system, However, with new governance models, more significant 

stakeholders, customers, communities, society, employees, and regulators all have vested interests in the healthy 

functioning of the company.

5. Nominating and Appointing Directors:

The Board of directors is responsible for nominating and appointing new directors.

Director Evaluation and Continuing Education – Annually performed, Chair of the Board, meets with entire 

Directors individually and focus on skills needed in the boardroom.

Director evaluation improves the performance of the Board of directors. Along with Continuing education

6. Resolving Conflicts of Interest:

The Board of directors must resolve conflicts of interest fairly for all parties involved.

7. Board Diversity:

 NASDAQ and the State of California have mandated Quotas to add Diverse minority and gender group candidates 

to the board nominations

8. Corporate Governance Principles

The above concepts are the foundation of good corporate governance. To ensure that your company has a strong 

foundation, you should develop and implement corporate governance principles.

TYPES OF BOARD GOVERNANCE SYSTEMS: ONE-TIER BOARD SYSTEMS AND TWO-TIER 

BOARDS

Types of Board Governance Systems:

A company’s governance can be broadly defined as the set of rules and procedures implemented to ensure 

effective decision-making by directors and executives. Currently, two predominant types of board governance 

systems are used: One-tier board systems and two-tier boards.
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According to OECD Corporate Governance Factbook – 2021, which provides information about the institutional, 

legal, and regulatory frameworks for corporate governance across 50 jurisdictions worldwide. Fifty jurisdictions, 

including all 38 OECD countries plus Argentina, Brazil, China, Hong Kong (China), India, Indonesia, Malaysia, Peru, 

Russian Federation, Saudi Arabia, Singapore, and South Africa.

The Factbook complements the G20/OECD Principles of Corporate Governance. Governments can use it, 

regulators, and the private sector to compare their frameworks with those of other countries and get information 

on practices in specific jurisdictions. (Findings Paraphrased below)

One-tier board systems are favored twice the number of surveyed jurisdictions as two-tier boards, although a 

growing number of jurisdictions allow both one and two-tier structures. 

Different national models of board structures are found around the world. Amongst all 50 jurisdictions, one-tier 

boards, whereby the executive and non-executive board members may be brought together in a unitary board 

system, are most common (in 22 jurisdictions). USA, UK, Canada, and Australia are on-tier board examples.

Only 11 surveyed jurisdictions have exclusively two-tier boards that separate supervisory and management 

functions. In such systems, the supervisory Board typically comprises non-executive board members, while the 

management board is composed entirely of executives. Germany and China have two-tier boards.

AMERICAN AND BRITISH STYLE VOTING SYSTEMS

American-style systems rely on a majority vote of directors to make decisions, while British-style systems use a 

more consensual approach where all directors have a say in decisions. While both systems have their benefits and 

drawbacks, American-style boards tend to be more efficient and effective because they allow immediate decision-

making.

However, not all companies must adopt an American-style system. There are many benefits to using a British-style 

system, including increased communication and collaboration between directors and the ability to make longer-

term decisions. Ultimately, the choice of the board governance system is based on the specific needs of the 

company.

HOW DOES BOARD GOVERNANCE WORK IN PRACTICE?

How Does Board Governance Work in Practice?

Board governance is a process of governing an organization by its Board of directors. The concept of board 

governance has been around for many years and has evolved to incorporate new and different theories. Board 

governance can be used for success in several ways, depending on the organization’s specific needs.

Here are some tips for using board governance effectively: 

 1. Establish clear goals and objectives for the Board. It will help the Board focus its activities and make decisions in 

its best interest.

 2. Formulate and implement policies and procedures that govern how the Board operates. It will help ensure that 

board members follow guidelines and meet specific standards.
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 3. Hold regular meetings to discuss issues and updates related to the goals and objectives of the organization. The 

Board needs to stay informed about changes affecting the company and make informed decisions.

4. Provide training for all board members, including those on special committees or task forces. It will help them 

understand how their roles fit within the overall structure of the board system and how they can most effectively 

contribute to company success.

HOW TO IMPLEMENT A BOARD GOVERNANCE SYSTEM?

How to Implement a Board Governance System?

A board governance system is a set of processes and procedures that help ensure an effective operation of a 

company’s Board. A soundboard governance system helps ensure that the directors appointed to the Board 

effectively fulfil their fiduciary responsibilities and that the company’s policies are being effectively implemented.

There are many ways to implement a board governance system, and it depends on the company’s specific needs. 

Some common elements of a board governance system include:

1. Board nomination process – The board nomination process should be designed to identify qualified 

candidates for director positions and ensure that all directors understand the company’s mission and 

objectives.

2. Director qualification requirements – Directors, should be qualified according to specific criteria, such as 

experience in finance, business management, or governance.

3. Board meeting schedule and agenda – The board meeting schedule should allow directors to discuss 

important issues with the company management. The plan should also provide detailed information 

about each item on the agenda.

4. Board disciplinary process – If directors fail to meet their responsibilities or comply with company policy, 

a disciplinary process should be in place to remove them from the Board.

5. Board monitoring and review – The board governance system should be reviewed regularly to ensure 

that it is still adequate and relevant.

WHAT ARE THE BENEFITS OF A BOARD GOVERNANCE SYSTEM?

What Are the Benefits of a Board Governance System?

A Board governance system can help a company to achieve success. There are many benefits to having a board 

governance system in place, including:

1. The Board can oversee the company’s management and make decisions that protect the interests of 

shareholders.

2. The Board can ensure that the company meets its financial obligations and uphold its corporate values.

3. The Board can oversee the management team and follow proper procedures and protocols.

4. The Board can guide the CEO on how best to run the company.
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5. The Board can keep an eye on potential conflicts of interest and take appropriate action when necessary.

CLOSING THOUGHTS

A board governance system is a process of overseeing the management and affairs of a company by its Board of 

directors. It provides a mechanism for monitoring the Board’s performance and helps build trust between 

directors, shareholders, and management.

A soundboard governance system must have the following features:

-Openness: The Board should be transparent about its activities to all stakeholders, including the public. It will 

enable shareholders to understand what is being done on their behalf and help build trust.

-Responsibility: Directors are held financially responsible for their actions as trustees of shareholders’ money. They

cannot delegate their responsibilities or pass the buck on accountability.

-Accountability: Directors must answer directly to shareholders for any failures or mismanagement that may have 

caused harm to their investments or those of other investors.

Reach me directly ya@globalboardadvisors.com  
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