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The list of risks firms must deal with
in today’s business environment goes on
and on. Literally. More than a few compa-

nies have filed annual reports with the SEC that contain
risk factors to performance that run 20 pages or longer.
And more risks keep popping up every day, as sharehold-
ers press firms on issues ranging from climate change to

will dive deeper into the myriad risks facing
companies.

Board directors themselves aren’t immune
to risk, either. Activist investors have made
priorities of director succession and board
effectiveness, homing in on individual-
director performance and weighing it

| e
ariffs. Al. Geopolitics. Activists. Cyberse- risk-oversight responsibilities to existing s
. . . auee Few: Directors can’t minimize
I curity. committees or ad hoc working groups that o ) o
the notion of normalizing black
o swan events. They have to

expand what they consider in
the risk framework and con-
stantly challenge and stress-test
management’s assumptions.
Succession planning is more im-
portant than ever. Directors need
to ensure a robust leadership
pipeline is being built and that

CEO succession to workforce planning, and everything against a host of factors such as age, tenure,
L] H in between. All of which has changed the game for the experience, and skills. To be sure, board
group that is ultimately most responsible for a firm’s  change now ranks above M&A as the top x every seat occupied on the board
I future: the board. For at least some of them, risk man- objective for activist campaigns. Board > is a value-added seat.
I o« . Stahl: It starts with satisfying
L agement has taken on a whole new meaning. “Enterprise change has been the focus of more than e
| o . N K . . yourself as a board that you have
] risk is no longer what it used to be,” says Elise Schroeter, half of all campaigns so far this year, well ¢
| ‘s‘ ‘s‘ | global head for Korn Ferry’s organization and talent above the four-year average of 35 percent. eeosoes
L strategies for the Board and CEO practice. “It is so much Against that backdrop, we decided to
I more existential, unpredictable, and often incompre- convene a panel of three impressive big- -
U hensible nowadays.” firm directors: Jason Few, the CEO and ¥

Directors are being more proactive in stress-testing
management’s strategic plans, for instance, and devel-
oping contingency playbooks for dozens of differ-
ent scenarios, from the pros and cons of building new
domestic factories to deal with rising tariffs, to weighing
whether the mounting costs of Al are worth it, to guard-
ing against a cyberattack. While the number of boards
featuring dedicated, stand-alone risk committees has
remained relatively stable, boards are adding specific

How has the uncertainty

and volatility in the business
environment impacted the
board’s ability to assess future
profits and growth?

David Fields: REITs (Real Estate
Investment Trusts) have a signifi-

cant transactional focus, and uncer-

process.

tainty elevates caution in complet-
ing transactions. That doesn’t mean
no deals are happening. It means

it impacts how you get to yes,

In terms of forecasts, this may call
for a conservative approach by
building an uncertainty factor into
what would be a normal transaction

Jason Few: Long-term agree-
ments are what drive business in
the energy space, so stability is
important because billions of share-
holder dollars are on the line.
Uncertainty for us is the enemy

of sensible decision-making. As a

director at FuelCell Energy and a direc-

tor on the board of Enbridge; David Fields, who serves on
the boards of EastGroup Properties and CBL Properties;
and finally, Jack Stahl, who is chairman of the board at
United Natural Foods and a director at Catalent Pharma
Solutions. They come from different industries—pharma-
ceuticals, real estate, clean energy—but the challenge for
each to navigate today’s world remains similar. Below is a

lightly edited version of our conversations.

and think about capital commit-
ments carefully to ensure projects
remain viable under adverse policy
and market swings. That could
mean embedding optionality into
contracts for our customers, such
as shorter time frames, which
changes our forecasting scenarios.
Jack Stahl: The key to operating
in the environment we are in now
is to develop a clear destination for
the business and build your strat-
egy around that. Aligning strategy

what challenges and risks are most
important to address now. For
some firms, that could be liquidity
and cash. For others it might be

protecting supplier relationships.

Of all the issues occurring

today, which do you think

is the most top of mind for
boards, and why?

Fields: It's not about any one is-
sue, but about the intersection be-
tween issues and the multilayered
risks that creates. Directors need to
be able to see that and look at op-
portunities for joint efforts amongst
board committees to navigate
them. In essence, these enumerated
issues (Al, cybersecurity, tariffs) be-
come catalysts to rethink structure
and talent development for what
may be a more lasting and resistant
state of uncertainty. It’'s a moment to

Stahl: For us, it all starts with tal-
ent. If you have the right talent, it
gives the leadership team much
more capacity to deal with unex-
pected issues and risks that arise.
If you don’t, it doesn’t matter what
issue is most or least important,
the organization won’t be able to
achieve what it wants to.
Few: Tariffs are the biggest issue
right now. Not that any other issue
is less important, but for the boards
| sit on, it’s tariffs. We need to be
flexible and deal with the realities
of today—where we buy materials,
source minerals, and the cross-
border relationship between the US
and Canada are directly impacted
by what happens with tariffs.

How can directors help

firms navigate a world with
seemingly endless unforeseen
challenges and risks?

“You can’t
respond to risks
one hy one.”
- David Fields

the right strategy and destination
as grounding for setting priorities.
Staying at that elevated level and
resisting becoming too tactical in
the face of uncertainty creates less
friction and allows leadership

the time, energy, and capacity to
drive performance and deal with
the unexpected.

Fields: You can’t respond to risks

Hiroshi Watanabe/Getty Images

board, it’s important for us to build

a margin of safety into the business

and the pace it takes to get there,
strengthen the organization’s armor.

which can be significant financially. gives boards a lens to evaluate
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] one by one. You have to maintain their firms face? appealing role for many people. How has the job of being vulnerable to activist activity [
L L]
T a consistent, holistic approach. Stahl: The demands on CEOs Few: | don’t know if it has to do a director changed given in an uncertain environment? ][]
I [
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T and adjust so that boards can start w has been raised in terms of what constant crisis management and faster now, and they have to get ity lasts, the more the activist is I
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. recognizing patterns and deploy a DeVGIOP a cleal‘ great CEO performance looks like. are stepping down to make room more technical and go deeper into seen as a “solution.” When that [
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] i ’ i ; i i i i - L]
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LT CEO turnover is at an all- the buSlneSS and had success who have chosen to do mistic view of the global economy, from oversight and quarterly review period are vulnerable, as are I
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I time high. How much of it is . other things in the face of the total they also have an optimistic view of to active advising and ongoing boards with very long-tenured I
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’» ’» ’» ’» ’» ’» ’» ’» ’» ’» ’» ’» ’» ’» ’» owed to leaders wanting to y commitment of energy and focus their own businesses. partnership. directors. Boards can thwart ’» ’» ’» ’» ’» ’» ’» ’» ’» ’» ’»
L] get out on their own, instead alaound that ” seemingly required to be success- Fields: It’s difficult to pinpoint indi- Stahl: The landscape boards must shareholder restlessness by being LT
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