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There is an ideal starting point for people seeking shares in a dependable organization, one with an attractive and guaranteed long-term return on their investment. As you evaluate the price of the share, growth projections and other factors, remember to check out the company’s board of directors.  The names of these individuals will provide valuable information on the company’s prospects.

Analysts are unanimous in their belief that the success of Brazil’s Itaú banking group over all these years is the result of management’s emphasis on adding value to Itaú shares.  Says Jouji Kawassaki, CEO of Lafis, an investment analysis company, “This can be clearly perceived”.

 
Thus, an efficient board of directors is our guarantee that company management is committed to its shareholders’ interests by adding value over the long-term. According to the specialists, boards must be able to pinpoint the first intimation of problems in a company and set off the respective alarms.

With his in-depth experience in boards of major Brazilian companies, it is the opinion of Roberto Teixeira da Costa, that it is the prime duty of a board of directors to avert share catastrophe and to identify poor management.

Says he, “It is here that boards of Brazilian companies have a long history of pusillanimity.  If you detect indicators that, over time, become confirmed, something is wrong, and nothing will be gained by covering up the evidence and firing the office boy”.

For a long time, Teixeira da Costa was dismayed by Brazilian companies’ indifference to their market value, but now assures us, “This is changing.  A number of Brazilian companies have begun to devote significant time to the value of their shares”.

A good example is prominent businessman, Abílio Diniz, owner of the Pão de Açúcar supermarket chain.  Explains Teixeira da Costa, “As a matter of principle, regardless of the rate quoted for the company shares, he always thinks it is low”. At board meetings, Diniz constantly expresses his concern regarding the share quotation.  But this attitude is still very new in Brazilian business circles.

Teixeira da Costa divides publicly quoted companies into two groups: they either go private and withdraw from the market, or they devote more time to adding value to their shares. As he says, “The cost/benefit ratio of remaining listed does not justify indifference to adding value”. In this new scenario, the role of the board of directors increases significantly in importance.

The newly revitalized board of directors is here to stay says Jay W. Lorsch, dean of the Harvard Business School doctoral programs, in his book, “Experiences of Corporate Governance” of the Harvard Business Review of the series published in Brazil by Editora Campus.

According to Lorsch, the more independent board members a company has, the better.  This new prototype board has greater freedom to monitor the performance of senior management and of the company as a whole.

Lorsch believes that if the company is not performing at expectation level, its board of directors must be able to persuade senior management to change its strategy and, if necessary, even to substitute the CEO.  
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