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Corporate governance has evolved from a niche academic interest into a critical cornerstone of the global financial
architecture. At its heart, corporate governance is the system by which companies are directed and controlled. It
involves a set of relationships between a company’s management, its board, its shareholders, and other
stakeholders. As pioneered by Bob Tricker, often referred to as the father of corporate governance, the discipline
addresses the fundamental question: How do those who ‘govern’ a corporation ensure it is being ‘managed’
in the best interests of its owners and society?

The Evolution of Corporate Governance: From Tricker to the Modern Era

The formal study of corporate governance gained significant momentum in the 1980s, largely catalyzed by the work
of Bob Tricker. In his seminal 1984 work, Tricker was the first to explicitly distinguish between management and
governance. While management is concerned with running the business, governance is concerned with seeing
that it is run correctly. This distinction is vital for understanding the Principles, Policies, and Practicesthat  define
modern organizational oversight.

In the decades since, the landscape has shifted through various phases: from the focus on shareholder primacy to
the current emphasis on ESG (Environmental, Social, and Governance) and Corporate Governance 2.0.  The
latter, as highlighted by Harvard Business Review, suggests a move toward more constructive engagement
between boards and shareholders, moving away from the adversarial relationships of the past.

The Conceptual Framework of Bob Tricker

Tricker’s framework is centered on a four-quadrant model that separates activities into two dimensions: Time (Past/
Present vs. Future) and Orientation(Inward vs. Outward). This creates a comprehensive view of what a board
actually does:

* Accountability (Past/Outward): Reporting to shareholders and meeting regulatory requirements.

e Supervision (Past/Inward): Monitoring management performance and overseeing internal controls.

e Strategy Formulation (Future/Outward): Setting the long-term direction and vision of the company.

¢ Policy Making (Future/Inward): Establishing the rules, values, and guidelines that dictate operational behavior.

Core Theoretical Frameworks

To understand the practice of governance, one must understand the underlying theories that justify its existence.
These theories provide the mathematical and behavioral basis for governance policies.

1. Agency Theory

Agency theory posits that there is a conflict of interest between the Principals (shareholders) and the Agents
(management). The core problem is the Agency Cost, which can be expressed as:

Total Agency Cost = Monitoring Expenditures + Bonding Expenditures + Residual Loss

Monitoring expenditures involve costs such as auditing and board oversight, while residual loss refers to the



reduction in principal's welfare when agent decisions deviate from the optimal path for the principal.

2. Stewardship Theory

Contrastingly, Stewardship Theory suggests that managers are essentially trustworthy and act as stewards of the
company’s assets. In this model, the goal of governance is not to ‘police’ management, but to facilitate a structure
where the CEO and the Chairman can collaborate effectively, often leading to the Unitary Boardstructure
common in some jurisdictions.

3. Stakeholder Theory

Modern governance, especially in the 2020s, leans heavily on Stakeholder Theory. It argues that a corporation’s
purpose is to create value for all stakeholders (employees, customers, suppliers, and the community), not just the
shareholders. This theory forms the bedrock of the Triple Bottom Line approach (People, Planet, Profit).

Technical Analysis: The Tricker Framework vs. Modern Standards

The following table compares the original Tricker Framework components with the updated requirements seen in
"Corporate Governance 2.0" and current 4th Edition standards (2019-2022).



Functional Area

Board Composition

Risk Management

Shareholder Relations

Executive Compensation

Tricker’s Original Focus
(1984)

Executive vs. Non-
Executive balance.

Financial auditing and
compliance.

Annual General Meetings
(AGM).

Basic salary and bonuses.

Modern Governance 2.0/
4th Ed.

Cognitive diversity,
independence, and digital
literacy.

Enterprise Risk
Management (ERM),
Cyber-risk, and Climate-
risk.

Continuous engagement
and Say-on-Pay votes.

Performance-vested stock
units and clawback
provisions.

Key Technical Metric

Independence Ratio
(NEDS / Total Directors)

Value at Risk (VaR) & ESG
Scoring

Shareholder Activism
Success Rate

CEO-to-Median-Worker
Pay Ratio

The Mechanics of Good Governance: Policies and Practices

Implementing corporate governance requires more than just following rules; it requires a systematic application of
policies. These policies are often codified in a Board Charter or Corporate Governance Guidelines.

1. Board Committees and Their Technical Roles

A high-functioning board delegates specific oversight duties to committees. The technical requirements for these

committees are often mandated by law (e.g., Sarbanes-Oxley in the US or the UK Corporate Governance Code):

¢ Audit Committee: Must consist of independent directors, with at least one Financial Expert. They oversee the
integrity of financial statements and the internal audit function.

* Remuneration (Compensation) Committee: Responsible for setting executive pay. They utilize benchmarking
peer groups and regression analysis to ensure pay is competitive yet performance-linked.

« Nomination Committee: Focuses on board succession planning. They use a Skills Matrix to identify gaps in
the board'’s collective expertise (e.g., lack of cybersecurity knowledge).

2.The Internal Control Environment

Effective governance relies on the COSO Frameworkfor internal controls. This involves five components: Control

Environment, Risk Assessment, Control Activities, Information and Communication, and Monitoring Activities. In a

technical sense, this acts as the "operating system" of the corporation’s integrity.

Corporate Governance 2.0: A Step-by-Step Implementation Guide

Based on the evolution from Bob Tricker's principles to modern HBR standards, companies can implement a

“Governance 2.0” strategy using the following workflow:

Phase 1: Diagnostic Assessment

1. Board Evaluation: Conduct an annual self-assessment or third-party evaluation of board effectiveness.
2. Governance Gap Analysis: Compare current practices against the OECD Principles of Corporate

Governance.

Phase 2: Structure Optimization



1. Redefining Independence: Move beyond legal independence to "independence of mind," ensuring directors
can challenge the CEO.

2. Establishing ESG Oversight: Assign ESG responsibilities either to a new committee or integrate them into
the Audit and Risk committees.

Phase 3: Execution and Engagement

1. Proactive Investor Relations: Establish a year-round calendar for shareholder engagement, not just during
proxy season.
2. Digital Governance: Implement Secure Board Portals for real-time data access and decision-making.

Case Studies: Failure Modes and Lessons Learned

Analyzing failure is often as instructive as studying success. Corporate governance failures typically result from a
breakdown in the Tricker Grid—usually a failure of supervision or an obsession with short-term accountability over
long-term strategy.

The Enron Paradigm (Failure of Supervision)

Enron remains the textbook case of governance failure. The board failed in its Supervision role, allowing
management to use "Special Purpose Entities" (SPESs) to hide debt. The technical failure was the lack of
Information Flow from the internal auditors to the Audit Committee, which was bypassed by executive override.

Modern Tech Governance (Failure of Policy)

Recent issues in major Silicon Valley firms highlight a new failure mode: Dual-Class Share Structures. By giving
founders super-voting shares, the Accountabilityquadrant of the Tricker model is effectively neutralized, as
minority shareholders have no power to influence board composition. This creates a "governance vacuum" where
management is no longer checked by the board.

The Mathematical Foundations of Board Effectiveness

In technical circles, governance quality is sometimes measured through indices. One common metric is the G-
Index (Gompers, Ishii, and Metrick), which measures shareholder rights. A lower score typically indicates
stronger shareholder rights and, historically, better firm performance.

Another technical measure is Board Busyness. Research suggests that if a director sits on more than three
boards, their effectiveness in the Supervision quadrant diminishes. The formula for Board Workload (BW)can be
simplified as:

BW =:2 56'20¢'"

Where C is the number of committees the director sits on and Mis the number of board memberships. High BW
scores correlate with lower attendance and less rigorous oversight.

Future Implications: Al and Governance

As we move further into the 2020s, the role of Bob Tricker’s principles remains relevant but faces new challenges.
Algorithmic Governance is on the horizon, where Al systems may assist boards in monitoring real-time
compliance and financial anomalies. However, the core of governance—Ethical Judgment and Accountability—
remains a human endeavor. The policies of the future must address how boards oversee autonomous systems and
ensure that corporate ethics are embedded in Al logic.



The journey from Tricker’s first edition to the current 4th edition (2019) and the 2022 updates reflects a discipline
that is constantly adapting. Effective corporate governance is not a static destination but a continuous process of
aligning the interests of the corporation with those of its stakeholders. By balancing the inward focus of policy and
supervision with the outward focus of strategy and accountability, boards can ensure long-term sustainability and
value creation in an increasingly complex global market.

Ultimately, the principles of Bob Tricker remind us that while models and regulations may change, the fundamental
requirement for transparency, integrity, and responsibility remains the bedrock of successful enterprise. Whether
you are a student of the 2nd Edition or an executive implementing Governance 2.0, the goal is the same: to foster a
culture of excellence that survives the test of time and market volatility.
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