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‘It is time for the companies to consider
about independent directors seriously
instead of appointing the contacts of

business owners to be directors in the

Board of Directors.

The importance of independent directors

Many companies worldwide have made scandals
about lacking of corporate governance such as
the issues of finishing account of Enron and
Worldcom, corruption of Siemens and Walmart,
information closure of Tepco and Volkswagen. In
Thailand, there are also some scandals recently.
One cause of the scandals is the behavior and
culture of patronage system and power system.
This makes the decision making in important
issues lacking of audit, transparency and decent
consideration and leads to loss of resource and
it might end with problem like many companies
that lack of corporate governance.

The question is if it is time for the companies to
consider about independent directors seriously
instead of appointing the contacts of business
owners to be directors in the Board of Directors.
There has been the idea of independent directors
for a long time. However, in the past, it was not
widely accepted to appoint someone who had
no relationship with the business owner in the
Board. Then, the business becomes more
complex and it has been passed to the new
generation. The new business owners do not care
about patronage system but they are more
familiar with professional working. Thus, they
would like to have competent independent
directors in the Board of Directors to help the
company. Moreover, the law requires listed
companies to have independent directors more
than one third in the Board of Directors. Many
parties also has promoted independent directors
continuously. These make the independent
directors are required widely.

A source of independent directors

What is an independent director? According to
the definition from the Stock Exchange of

J)

Thailand, independent director is a company
director who is independent from the major
shareholders or a group of major shareholders
or the management of that company. When we
consider the independent director according to
the above definition, most independent directors
are from 4 sources as follows,

1. Senior management at level midcareer, these
people are considered as directors because of
their experiences. They might have experiences
with multinationals or new business but when
they are the directors, the company needs their
knowledge and experience for consulting rather
than business administration. This group of
independent directors often have working
experience, including being a senior management
more than 20 years. However, they often do not
have financial independence, thus the compensation
is the key factor for their consideration. Often,
they are directors in 5-6 companies to cover all
working time and their financial needs.

2. More senior management than the first group,
this group of people often has working experiences
and being the management for more than 30
years. They are more independent for their financial
status. Thus, they can choose to be directors
only for 3-4 companies. They are company
directors as a preparation for their retirement or
their future career.

3. Partner or expert in different fields such as
lawyer, accountant, or consultant, this group of
people often has experiences in audit or internal
control for more than 30 years. Although they
do not have experience as board as the senior
management, they have a qualification to be one
of the Audit Committee or Remuneration
Committee which could be directors in 3-4
companies at the same time.



4. The retired senior management, this group of
people has experiences and they are accepted
widely in business sector. They still have a
potential to work and contribute their strong
points for the company interest. Moreover, they
are determined and ready to work fully. Nevertheless,
they would like to maintain their reputation, thus
they could be directors in 3-4 companies at the
same time.

As mention above, it sounds that there are many
sources of independent directors, although the
professional directors in Charted Directors of [0D
are not counted. A shortage of independent directors
is still a problem because there is demand of
independent directors in subcommittee to show
the transparency of a company. Moreover, there
is a demand of independent directors who have
qualifications in accordance with the company

as well.

Profession of independent directors

A Company expects independent directors to
contribute their knowledge and experience for
the company interest, especially nowadays when
the environment or situations are instable. The
business is more complex and when there is a
sudden change, the impact is quick and severity
is multiplied. Thus, the independent directors
have more and more duties.

Most independent directors are from 4 groups of
people which are senior management, partner or
expert in different fields. Although these people
have knowledge and experiences, they often have
their main jobs or permanent jobs. Working as a
director in the company is just one of their duties
.Thus, there is question if they can dedicate time
for their duties as a director in the company
sufficiently, if they can read a thick document full
of technical terms for a meeting. If they could do
these things well, the companies that have those
directors could succeed and grow sustainably.

On the other hands, if those directors do not
understand the business of a company and do
not have sufficient time to study or prepare for a
meeting, or find the technical terms or difficulty
in business when the company has a good
performance or when it has some warning signs
(red flags), they are likely to incredibly lessen for
the management which could lead to the crisis in
the end.

Independent directors have to be responsible for
the problem but how the company is sure and
confident that the independent directors could
prevent the problem, if not, what would be the
next role of this professional director and how a
company should play a role to encourage
independent directors to be more professional.

From independent director to professional
director

A company has an important role to encourage
independent directors to be professional
directors. It should focus on 3 issues, including
nomination and selection, training and development
and compensation.

Regarding the independent director nomination
and selection, a company should consider

a director who is genuinely independent. It
should not consider only a number of company
shares, being company employee or a relative of
company contacts. The company should focus
on independent idea and opinion for the highest
benefit of the company. For the directors, if they
are trusted by the company, they should dedicate
time fully for their duties by noticing or asking for
important issues at the meeting. Moreover, they
should carefully consider and review a policy
and a past performance of the company. It is a
professional full-time work not a part-time work
that the directors would come to the meeting 4
times a year like in the past. Thus, the company
has to indicate the number of independent
directors in the Board.

Regarding of training and development,
independent directors might not be from the
fields of company business, thus they might not
understand the business of a company deeply.
Firstly, the company should have a preliminary
training for new directors to introduce the
directors with company goal. Moreover, the
company should ensure that each independent
director could learn new things and develop his/
her skills according to the company’s needs.
Regardless of training or getting involved with
situations of a company, the directors should be
open and enthusiastic to learn new things to be a
genuine professional director.

Regarding of the compensation, some directors
are the management who do not have financial

independence. Thus, Compensation should be
decent, sufficient, fair and comparable with the
market. If the compensation is too low, it might
not attract or maintain competent directors with
the company. While, if the compensation is too
high, it may distract the independence and
decision making of the directors which could
have an impact on a company and its reputation
in the end.

Every company wants to have such a competent
director who could facilitate the sustainable
growth of the company but it does not mean
that every competent director is well fit with
every company. Thus, the company and director
have to show that they are professional with
each other to be recognized and mutually grow

sustainably.
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