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Directors pressured to favor short-term over long-term, survey finds

(December 8, 2016) - A large percentage of public company directors and governance professionals say they face pressure
from external sources to make short-term gains at the potential expense of long-term goals.

That's part of a survey released by the National Association of Corporate Directors that found 75 percent of governance
professionals contacted said short-term performance pressure compromises their companies, and 29 percent say the
short-term pressure inhibits their ability to effectively oversee long-term strategy development.

"Boards are rightly focused on becoming strategic assets to their companies in the face of growing economic uncertainty
and significant short-term performance pressure," said the association's CEO, Ken Daly.

The average time directors spend attending board meetings increased to 74.7 hours from 72.8 hours, and the time devoted
to reviewing reports jumped to an average of 72.4 hours from 60.7 hours. NACD said this increase is in line with its
recommendation that, to effectively oversee how short-term goals are aligned with long-term value, directors need to
build a "thorough understanding" of the company's business model.

Other barriers that hinder a board's ability to oversee strategy include a lack of time during board meetings for in-depth
discussions, difficulty in objectively testing the validity of assumptions that underlie strategy, inadequate performance
data to assess strategy execution, and insufficient information from management about the strategic course of a company.

Of the respondents surveyed, 60 percent said global economic uncertainty was one of the five issues that will have
the greatest impact on their corporations in the next 12 months. NACD said the uncertainty is probably the result
of economic turbulence that includes the aftermath of the U.S. election, emerging markets volatility, and the fallout
from Brexit. Other disruptive issues beyond economic uncertainty are industry changes, growing regulatory demands,
cybersecurity, and business-model disruptions.

A change from last year's results was that for the first time, boards rely more heavily on search firms than on personal
networks to find new director candidates. Asked how director candidates were identified, 38 percent said a search firm
was used, 28 percent used personal networking or word of mouth, 22 percent said the board member was identified by
a board committee, and 6 percent said the candidate was chosen as a result of a shareholder suggestion.

The most desirable type of experience for new directors was specific industry expertise, followed by finance experience,
and past experience as an executive, said NACD.

The annual survey, released on Monday, is titled "2016-2017 NACD Public Company Governance Survey," and details
responses from 631 public companies in a questionnaire issued from May through July 2016. It is supplemented with
data from executive compensation firm Equilar Inc.
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