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A cornerstone of a capital society is the integrity of financial transactions, audits, and reports. Without such integrity, capital markets suffer.

Adolph Berle and Gardiner Means, in their far-sighted 1932 book, The Modern Corporation and Private Property, define the responsibility of corporate boards as balancing the competing demands of the corporation; its leadership, employees, shareholders; and society at large. By this standard Enron's board failed, despite being comprised of outstanding citizens, leaders in their own fields, presumably with the best intentions to perform their responsibilities effectively and honorably.

How could a board populated by outstanding and well-intentioned leaders fail to recognize what was happening and correct it?

It seems clear that they failed to ask necessary but tough questions, failed to raise doubts and concerns, and failed to challenge many activities and the executives who were doing them. Why not? Because doing so would have produced discomfort, risk, even pain. We all defend against these by avoidance.

All of us systematically avoid asking key questions and avoid tough issues and problems in a group, for various reasons. We may fear being seen as inappropriate, rude, troublesome, or questioning someone=s integrity or competenceBof violating norms of Agood@ behavior. We may be unsure and fear the embarrassment of being wrong or at least unsupported by others in the group. We may want to avoid provoking threatening responses and retaliation inside or outside the group. Any of these may motivate defensive routines to avoid the real or imagined potential for embarrassment, shame, guilt, or lost of influence and status in the group. 

It is well-established that the dominant interpersonal routines used by all adults, including highly effective leaders, are defensive in nature. This defensiveness undermines the quality and usefulness of communication, problem solving, decision-making, planning, and monitoring. Defensive routines always, eventually, harm performance and morale.

This is how it works. Individuals use defensive routines to avoid discomfort, risk, and pain.  In a group, all avoid direct discussion of issues and concerns that threaten to cause such difficulties. Consequently, vagueness and ambiguity dominate communication. This increases the likelihood that multiple understandings emerge, undermining coordination. Much of the time we fail to verify and account for key assumptions, facts and opinionsBdespite the desire to know more, understand better, and exercise appropriate influence. We may think and talk privately about issues and problems, but not in the group. We avoid raising and solving tough problems, rather than face the pain required to deal with them. This most assuredly happened in Enron's board. It has happened to lots of other boards, all with the best of intentions.

There is no easy solution. Changing the pervasive defensive state of thinking and action is very difficult. A most confounding aspect of defensive routines is that when we are in them, doing them, we are unaware that we are being defensive. Consequently, there is a double-bind. Changing the routines requires increased awareness of them plus different actions. Both of these cause emotional painBavoidance of which is the driving force for the defensive routines.

Board members must develop their ability to distinguish among, verify, and account for key facts, opinions, and assumptions. They must develop the moral courage to ask the hard questions plus confront risky, threatening issues and concerns in a timely manner.

This is a plea for major change. Directors need to develop capabilities to transcend the pervasive defensive routines chronic to almost all leaders, and deal with their most important issues without avoidance or delay. They need to develop ways to act effectively even in the face of escalating emotional discomfort. Only then can boards govern with independent, informed, active judgment that balances the complex interests of the full set of stakeholders and prevents Enron-like disasters.
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