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Introduction

Politics, a term often associated with the
realm of government and public affairs, is no
stranger to the corporate world. While
boardrooms are typically seen as spaces of
strategic decision-making and collaboration,
the presence of politics within these settings
can significantly impact outcomes,
relationships, and organizational dynamics. In
this article, we will explore the concept of
politics in the boardroom, shed light on its
manifestations, and discuss effective
strategies for navigating the intricate power
dynamics within corporate governance.

Understanding Politics in the
Boardroom

The boardroom is a microcosm of power
dynamics, where executives, directors, and
stakeholders come together to shape the
direction of an organization. Within this
context, politics refers to the subtle and
complex interplay of personal interests,
alliances, and maneuvering for influence that
occurs behind closed doors. It involves
jockeying for positions, forming alliances, and
leveraging relationships to shape decision-
making processes and outcomes.
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Manifestations of Boardroom
Politics

Boardroom politics often manifest in the form
of hidden agendas and vested interests.
Directors may push for decisions that benefit
themselves or their allies rather than the
organization as a whole. For example, a
director may lobby for a pet project or policy
that favors their own department. These self-
serving actions can damage board cohesion
and trust.

Other manifestations are:

e Power Struggles: Boardrooms often
become arenas for power struggles as
individuals vie for control and influence.
This can manifest through attempts to
consolidate power, aligning with like-
minded members, or challenging the
authority of others.

e Information Asymmetry: In some
instances, individuals within the
boardroom may deliberately withhold
information or manipulate data to gain a
competitive advantage or influence
decision-making. This can lead to
conflicts and suboptimal outcomes.

e Coalition Building: The formation of
alliances and coalitions is a common
strategy used in boardrooms to advance
personal or factional interests. These
alliances can impact the decision-making
process, often leading to compromises
that may not align with the best interests
of the organization as a whole.
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Lobbying and Influence: Boardroom
politics can involve tactics akin to
lobbying, where individuals employ
various persuasive technigues to sway
decisions in their favor. This may include
leveraging personal relationships,
employing logical arguments, or
appealing to emotional factors.

Appointment of Key Positions: Politics
can also come into play when appointing
key executive positions within the
organization. Board members may
advocate for individuals they favor or have
personal relationships with, leading to
discussions and negotiations behind the
scenes. This can impact the selection
process and potentially undermine merit-
based decision-making.

Proxy Battles: Proxy battles occur when
different factions or groups of
shareholders attempt to gain control of
the board by soliciting proxies from other
shareholders. These battles can involve
intense politicking, including attempts to
sway shareholders' votes and engage in
aggressive campaigns to gain support for
specific board candidates or resolutions.

Micromanagement: When directors
become overly involved in management'’s
day-to-day decision making, it indicates a
lack of trust and hinders management’s
ability to operate effectively. The board's
role is oversight, not micromanagement.
Directors should maintain a high-level
perspective, focusing on key issues like
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strategy, risk, compliance and
performance.

e Boardroom Dynamics: Politics can
influence the dynamics within the
boardroom itself. Cliques and factions
may form, leading to divided loyalties and
reduced collaboration. Board members
may engage in subtle power plays, such
as interrupting or talking over others, to
assert dominance or undermine opposing
viewpoints.

e Resistance to Change: Boards dominated
by a close-knit group of individuals who
have served together for many years
become entrenched and resistant to
change. They continue conducting
business as usual even when
circumstances demand innovation. New
board members with fresh ideas are
ostracized rather than embraced. This
unwillingness to accept different
viewpoints and adapt to changing realities
poses a major threat to organizational
success.

Specific examples of Boardroom
Politics in the Middle East

In the Middle East, boardrooms are not
immune to political dynamics, which can vary
based on cultural and regional factors. Here
are a few examples of politics that can occur
in the boardroom in the Middle East:

e Wasta: Wasta is a term used in the Middle
East to describe the use of personal
connections and influence to gain an
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advantage. In the boardroom context,
individuals may leverage wasta to secure
board positions or influence decision-
making processes. This can lead to the
appointment of individuals based on
personal relationships rather than merit,
potentially impacting the effectiveness of
the board.

Tribal or Family Alliances: In some Middle
Eastern countries, tribal or family
connections hold significant influence.
Boardroom politics can involve aligning
with specific tribes or families to gain
support and advance personal or group
interests. This can create factions within
the board, leading to competing agendas
and potential conflicts of interest.

Gender Dynamics: Gender dynamics play
a role in boardroom politics in the Middle
East, where the representation of women
on boards may be relatively low compared
to their male counterparts. The presence
of gender biases and societal norms can
impact women's ability to exert influence
and participate fully in boardroom
discussions, leading to imbalanced power
dynamics.

Socioeconomic Influences:
Socioeconomic factors can also influence
boardroom politics in the Middle East.
Individuals from influential families or
prominent business backgrounds may
have inherent advantages, such as access
to capital or established networks. This
can create power imbalances and affect
decision-making processes within the
boardroom.
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Navigating Boardroom Politics and
decision-making

For effective decision-making and navigating
power dynamics in the boardroom, strong
governance practices must be adopted.
According to the Middle East Institute of
Directors (MEloD), key factors for good
governance include:

e Roles and Responsibility: Defining clear
roles and responsibilities for the board,
directors, chairperson, and executives.
Delineating authority and accountability
promotes transparency and efficient
oversight.

e Cultivate Trust and Transparency:
Fostering an environment of trust and
transparency is crucial in mitigating the
negative effects of boardroom politics.
Open communication channels, sharing
relevant information, and promoting
accountability can help build trust among
board members and minimize the
potential for political maneuvers.

e Focus on Collective Goals: It is essential
to keep the organization's best interests
at the forefront of decision-making
processes. By emphasizing collective
goals and aligning board members'
interests with the long-term success of
the company, the influence of individual
politics can be diminished.
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Encourage Diverse Perspectives: Diversity
of thought and expertise can be a
powerful antidote to boardroom politics.
By incorporating individuals with varied
backgrounds, experiences, and
perspectives, the board can benefit from a
broader range of ideas and reduce the
influence of factional interests.

Ethical Leadership: Ethical leadership is
paramount in combating the negative
effects of boardroom politics. Leaders
who prioritize integrity, fairness, and
ethical conduct set a positive example for
others to follow, fostering an environment
where politics take a backseat to sound
decision-making and organizational
success.

Objectivity: Making decisions objectively
based on facts and the organization's
best interests. Personal biases and power
plays have no place in a well-governed
boardroom. Decisions should align with
the strategic vision and values of the
organization.

Board evaluations: Reviewing board
performance regularly to identify
opportunities for improvement. Self-
evaluation and external reviews help
determine whether the board has the right
composition, skill sets, and procedures to
govern effectively.

Strengthen Governance Processes:
Establishing robust governance
processes and structures can help
mitigate the impact of politics in the
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boardroom. Clear guidelines for decision-
making, well-defined roles and
responsibilities, and regular performance
evaluations can contribute to a more
effective and accountable board.

e Conducting Effective Meetings. Well-run
meetings are essential for a high-
functioning board. An experienced
chairperson sets the agenda, ensures all
voices are heard, and moves discussions
forward constructively. Advance
preparation by all directors allows for
informed debate and thoughtful decision
making. Following standard meeting
procedures and documenting key
discussions/decisions in the minutes
promotes transparency and continuity in
the board's work.

When power dynamics and politics threaten
good governance, it is the board's
responsibility to reinforce principles of
accountability, fairness and judicious
oversight. With strong leadership and a
commitment to best practices, a board can
navigate challenging situations in a manner
that benefits the organization and all
stakeholders. Overall, good governance is key
to mitigating risks, creating value, and
achieving sustainable success.

How Improved Governance Leads
to Increased Company Success

Improved Oversight and Strategic Planning:
When a board of directors functions
effectively, it leads to better oversight and
strategic planning. Directors are able to
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properly evaluate company performance and
growth opportunities. They can guide
executives in developing comprehensive
strategies and plans to achieve key business
objectives. With prudent governance, directors
are also well-positioned to oversee and advise
on risk management, compliance, and key
policy decisions.

Accountability and Performance: Good
governance fosters accountability and helps
drive company performance. Directors are
able to set clear expectations for executives
and evaluate them objectively. They can put in
place performance incentives and
compensation that are aligned with the
company's strategic goals. Directors are also
able to hold executives and managers
responsible for KPIs and business outcomes.
With accountability comes the motivation for
executives and employees to perform at a
high level.

Investor Confidence: Effective governance
builds investor confidence and trust in the
company. Shareholders and stakeholders
know that directors are providing objective
and prudent oversight. They can see that
executives are being held accountable and
that sound strategies and risk controls are in
place. Good governance leads to stability and
integrity in the boardroom which gives
investors more confidence in the company's
leadership and future success. Overall, good
governance at the board level trickles down
and permeates the entire organization leading
to a well-functioning, high-performing
company.
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Mastering the Art of Boardroom
Politics

Politics is an inherent aspect of human
interactions, and the boardroom is no
exception. Acknowledging and understanding
the presence of politics within corporate
governance is vital for effective decision-
making and organizational success. By
cultivating trust, focusing on collective goals,
encouraging diverse perspectives,
strengthening governance processes, and
promoting ethical leadership, board members
can navigate the complexities of boardroom
politics and steer their organizations toward
sustainable growth and prosperity.

Leaders must foster an atmosphere of trust
and shared purpose. They need to encourage
diverse viewpoints, critical thinking and
healthy debate. But ultimately, they must build
consensus and present a unified front to
executives. Good governance is hard work, but
for those willing to make the effort, the
rewards of success and longevity are well
worth it. With strong, principled leadership, a
board can navigate politics and emerge
triumphant.
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