




High Performance Boards

A PRACTICAL  GUIDE  TO  IMPROVING & ENERGIZING  
YOUR GOVERNANCE

Second Edition

Didier Cossin



This edition first published 2024
© 2024 John Wiley & Sons Ltd

First edition @2020

All rights reserved, including rights for text and data mining and training of artificial  
technologies or similar technologies. No part of this publication may be reproduced,  
stored in a retrieval system, or transmitted, in any form or by any means, electronic, 
mechanical, photocopying, recording or otherwise, except as permitted by law. Advice on 
how to obtain permission to reuse material from this title is available at http://www.wiley 
.com/go/permissions.

The right of Didier Cossin to be identified as the author of this work has been asserted in 
accordance with law.

Registered Office(s)
John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030, USA
John Wiley & Sons Ltd, The Atrium, Southern Gate, Chichester, West Sussex, PO19 8SQ, UK

For details of our global editorial offices, customer services, and more information about 
Wiley products visit us at www.wiley.com.

Wiley also publishes its books in a variety of electronic formats and by print-on-demand.  
Some content that appears in standard print versions of this book may not be available in 
other formats.

Trademarks: Wiley and the Wiley logo are trademarks or registered trademarks of John Wiley 
& Sons, Inc. and/or its affiliates in the United States and other countries and may not be used 
without written permission. All other trademarks are the property of their respective owners. 
John Wiley & Sons, Inc. is not associated with any product or vendor mentioned in this book.

Limit of Liability/Disclaimer of Warranty
While the publisher and authors have used their best efforts in preparing this work, they make 
no representations or warranties with respect to the accuracy or completeness of the contents 
of this work and specifically disclaim all warranties, including without limitation any implied 
warranties of merchantability or fitness for a particular purpose. No warranty may be created 
or extended by sales representatives, written sales materials or promotional statements for this 
work. This work is sold with the understanding that the publisher is not engaged in rendering 
professional services. The advice and strategies contained herein may not be suitable for your 
situation. You should consult with a specialist where appropriate. The fact that an organization, 
website, or product is referred to in this work as a citation and/or potential source of further 
information does not mean that the publisher and authors endorse the information or services 
the organization, website, or product may provide or recommendations it may make. Further, 
readers should be aware that websites listed in this work may have changed or disappeared 
between when this work was written and when it is read. Neither the publisher nor authors 
shall be liable for any loss of profit or any other commercial damages, including but not  
limited to special, incidental, consequential, or other damages.

Library of Congress Cataloging-in-Publication Data is Available

ISBN 9781394220380 (Cloth)
ISBN 9781394220397 (ePDF)
ISBN 9781394221332 (ePub)

Cover Design: Wiley
Cover Images: © sorbetto/Getty Images (modified by Wiley)
Author photo: Courtesy of Delia Fischer

Set in 11/13pt, ITC New Baskerville Std by Straive, Chennai, India.

http://www.wiley.com/go/permissions
http://www.wiley.com/go/permissions
http://www.wiley.com


iii

Contents

About the Author	 xi

Acknowledgements	 xiii

Preface	 xv

Part I: The Four Pillars of Board Effectiveness	 1

Joanne Marker and Board Service	 3

Chapter 1	 The Four Pillars of Board Effectiveness	 9
The First Pillar: People Quality, Diversity, Focus, and Dedication	 11

The Second Pillar: Information Architecture	 13

The Third Pillar: Structures and Processes	 14

The Fourth Pillar: Group Dynamics and Board Culture	 16

Chapter 2	 Governance Challenges around the World	 19
Scientific Lessons from Natural Selection	 21

What is Transformational Leadership?	 22

Should We Trust Leaders?	 23

The Governance DNA	 24

Chapter 3	 The Successful Director: Values and Character	 27
Duty of Care	 29

Duty of Loyalty	 30

Duty of Compliance (or Obedience)	 31

Integrity: A Key Characteristic of Board Directors	 31

Chapter 4	 The First Pillar: People Quality, Diversity, Focus, and Dedication	 35
Quality and Diversity	 35

Focus	 38

Dedication	 39



iv      Contents

Chapter 5	 The Second Pillar: Information Architecture	 43
How Complete is Your Information?	 44

Chapter 6	 The Third Pillar: Board Structures and Processes	 51
Processes	 52

Committee Structure	 53

Board Secretary	 54

Lead Director or Vice Chair	 54

Chapter 7	 The Fourth Pillar: Group Dynamics and Board Culture	 57
Understanding Group Dynamics	 59

Coalitions Within a Board are Inevitable – and they Feed into Politics	 62

Boards Fall into Traps	 64

Drawing Strength from the Board’s Potential	 67

Developing Self-awareness	 68

Board Culture	 69

Summary Table to Part I: The Four Pillars of Board Effectiveness Toolkit	 72

Checklist on People Quality, Diversity, Dedication, and Focus	 72

Checklist on Information Architecture	 73

Checklist on Structures and Processes	 73

Checklist on Group Dynamics	 75

Part II: Board Failures and Challenges	 77

Chapter 8	 Four Areas of Board Failure	 79

Chapter 9	 Risks and Ensuring the Right Board Risk Philosophy	 83

Chapter 10	 A Board Member’s Practical Guide to Risk Thinking	 87
The Physical Health Check: Technical Risks	 87

The Mental Health Check: Behaviours	 93

The Strategic Risk Check	 96

The Governance Risk Check	 98

Chapter 11	 Elements of Advanced Risk Techniques for Board Members:  
From Quants to Cyber	 101
The Why and How of Quantitative Risk Assessment for Boards	 102

Integration of Risks	 105



	 Contents      v

The Outcome of Risk Assessment	 105

Cyber Risk	 107

Chapter 12	 Crisis Management	 111
Crisis as a Turning Point	 114

There is Work to be Done in Peaceful Times	 114

Communication Principles	 115

Another Powerful Weapon: Gathering Information	 116

A Crisis Will Shed Light on Boardroom Fissures	 118

Procedure vs Authenticity	 119

Communicate Your Way to Rebuilding Trust	 120

Chapter 13	 The Four Tiers of Conflicts of Interest	 123
Tier-I Conflicts: Individual Directors vs Company	 124

Tier-II Conflicts: Directors vs Stakeholders	 126

Tier-III Conflicts: Stakeholders vs Other Stakeholders	 132

Conflicts of Interest within a Group of Stakeholders	 136

Tier-IV Conflicts: Company vs Society	 137

Chapter 14	 High-level Fraud and Active Board Oversight	 143
Why Does High-level Fraud Happen?	 145

How to Create an Effective Oversight Environment	 153

Tools for Anti-fraud Activities: Assessment, Prevention, Detection, and Investigation	 159

Part III: Board Leadership	 165

Joanne Marker and Board Values at Comfre	 167

Chapter 15	 Board Leadership and Values	 169
Quality Boards Live and Breathe Integrity	 169

Which and Whose Values?	 171

Board Values vs Organisational Values	 173

Family Values in Business	 174

A New Board Arena for Joanne Marker: Chairing the Board	 175

Chapter 16	 Becoming the Chair	 179
The Role of the Chair	 179



vi      Contents

Effective Chairs are Active	 181

Transitioning into the Role of the Chair	 182

Chairs as Transformational Leaders	 185

Making the Right Decisions about Chairmanship Roles and Styles	 187

Managing the Transition	 190

Leaving a Lasting Organisational Impact as Board Chair	 193

Appendix 16A – Checklist: Board Chairs as Stewards	 194

Joanne Marker Enters the Chair Arena	 195

Chapter 17	 The Chair–CEO Relationship	 197
Chair–CEO Dynamics – the Hallmarks of a Productive Relationship	 198

Tests of the Chair–CEO Relationship	 201

The Ideal Attributes of a Chair to be a Secure Base to the CEO	 202

Joanne Marker Confronts Failing Board Culture	 205

Chapter 18	 The Board–Management Relationship	 207
Supervision	 207

Support	 209

Blurring the Board–Management Relationship	 209

Writing Governance Codes is Easier than Changing Behaviours	 211

Chapter 19	 Effective Diversity	 213
Diversity is Good . . . But Why; and When?	 213

Diversity as a Considered Choice	 214

We Have Embraced Diversity . . . Now What?	 221

The Chair’s Role in Building and Nurturing Diversity	 222

Chapter 20	 Stewardship from the Board	 225
Building Upon a Rich Cross-disciplinary Legacy of Thought	 227

Psychological, Organisational, and Cultural Influences on Stewardship	 227

Steward Leaders Build on their Unique Strengths to Drive Stewardship	 227

Steward Leaders Deliver Long-lasting, Meaningful, and Inclusive Impact	 228

Becoming a Steward Leader: What it Takes	 231

Stewardship Risks	 231

Boards are Key to Fostering Stewardship	 232



	 Contents      vii

Part IV: Board Best Practices	 233

Chapter 21	 The Board as a Strategic Asset	 235
Five Definitions of Strategy	 236

Clarifying the Board’s Role	 238

Taking Context into the Mapping Process	 241

The Impact of Context on Strategic Views and Roles of the Board	 241

The Board’s Ultimate Strategic Significance	 242

Chapter 22	 Is the Board a Team?	 245
Fundamentally, the Board is Not a Team	 245

Boards Must Allow for Controlled Instability and Dissent	 246

Convictions can be the Fuel in a Board’s Teamwork	 247

The Overarching Objective is to Make Boards Cohesive and Potent	 249

Ways to Nudge a Board up the Maturity and Potency Curve	 250

Effective Board Teams are Adept at Juggling Competing Priorities	 254

Potent Boards Know When to Converge and When to Diverge – and Value Both	 254

Appendix 22A: Characteristics of a potent board checklist	 255

Appendix 22B: Board members’ cultural and cross-cultural competences checklist	 256

Chapter 23	 A Primer on Finance Essentials for Directors	 257
Reading Financial Reports	 257

Understanding Ratios to Analyse Operating Strategies	 259

Interpreting between the Lines of Financial Statements	 261

How to Identify Red Flags in Financial Statements	 262

Implementing Desired Capital Structure	 263

Understanding Valuation Fundamentals	 264

Making Better M&A Decisions	 265

Overseeing Risk	 267

Chapter 24	 The Intricacies of Subsidiary/Holding Governance	 271
Structures	 273

Culture	 275

Chapter 25	 Fostering Entrepreneurship from the Board	 277
‘Best Practice’ Governance vs Entrepreneurship	 278

Boards Should Actively Encourage Entrepreneurship	 278



viii      Contents

Chapter 26	 The Board’s Oversight Framework for M&As	 283
Creating a Deal-making Mindset	 284

Seeing the Bigger Picture	 285

Staging Deals with Maximum Precision	 285

Integration	 290

Confronting Litigation Involving M&As	 291

Acknowledgement	 293

Chapter 27	 Boards and Oversight of KPIs	 295
KPIs are a Language – and are Indispensable for Boards	 295

KPIs Need to be Credible to be Useful	 296

Zooming in on the KPIs that Matter – and that Tell a Story of How the Company Creates Value	 297

KPIs Should Measure What is Critical	 297

A Keen Focus on Value Creation	 298

KPIs Help Diminish Substantial Business Risks Linked to ESG	 299

KPIs and Human Capital	 301

A Dynamic Approach to KPIs	 301

Hi-tech Display and Review of KPIs	 302

A Renaissance of the Balanced Scorecard	 304

KPIs for Board Members	 304

Appendix 27A	 305

Chapter 28	 The Talent Pipeline	 309
The Board’s Responsibility for Talent Management	 309

The New Talent Dynamic: Culture, Values, Community	 311

Chapter 29	 Human Capital Evolution for Boards	 315
Board Responsibility for Human Capital	 316

Growing Stakeholder Demands for HCM Disclosure	 318

Culture as the Safeguard of Long-term Value Creation	 320

Staying Current with Emerging Expectations of the World of Work	 321

Chapter 30	 Boards and Social Media	 323
JP Morgan’s Failed Foray into Twitter Q&A	 324

Why Boards Should Understand Social Media	 324

What Boards Should Do	 326

Acknowledgement	 330

Chapter 31	 Boards and Investors	 331
The Move Toward Increasing Shareholder Engagement	 332

The Surge in Shareholder Activism on Boards	 334



	 Contents      ix

Chapter 32	 Managing Stakeholders	 337
Shareholders vs Stakeholders: A Definition	 337

How to Identify a Company’s Key Stakeholders	 339

The Board can be Instrumental in Shaping the CEO–Stakeholders Conversation	 340

The Process of Stakeholder Engagement	 340

Anticipating Stakeholders’ Influence and Impact	 343

Chapter 33	 Board Oversight of Geopolitical Risks and Opportunities	 347
Geopolitical and Geoeconomic Resilience has Moved to the Forefront of the Board’s Agenda	 347

Geopolitical Competence is Now a Muscle that Boards Must Develop	 350

A Toolkit for Addressing Geopolitics	 354

Overseeing Management’s Action in Tackling Geopolitical Risk	 358

Appendix 33A: Business dimensions affected by geopolitical risk	 362

Appendix 33B: Evaluating the board’s geopolitical competence	 363

Appendix 33C: Gauging management’s preparedness to handle geopolitical risks	 363

Appendix 33D: Overseeing management’s actions in dealing with geopolitical risks	 364

Chapter 34	 ESG Oversight in the Boardroom	 365
Compliance with ESG Requirements	 366

ESG Governance Oversight: Shifting from Compliance to Proactive Governance	 367

ESG Metrics: Understanding which ESG Factors are Salient	 370

Disclosure Oversight: Managing the ESG Narrative	 373

Appendix 34A: ESG Questions for the board to reflect on	 380

Chapter 35	 Assessing and Benchmarking Governance Performance	 383
HPB Director Survey 2012–2023	 384

People Quality, Diversity, Focus, and Dedication	 385

Information: Designing Board Intelligence	 389

Structures and Processes: Architecting Governance Excellence	 392

Group Dynamics and Culture	 394

Conclusion: Orchestrating Governance Excellence	 397

Conclusion	 399

Index	 401





About the Author

Didier Cossin is chaired professor of governance at IMD, Switzerland.  
He is the founder and director of the IMD Global Board Center, the origina-
tor of the Four Pillars of Board Effectiveness methodology, and an advocate 
of Stewardship.

Prof. Cossin currently works with sovereign wealth funds, large corpora-
tions, non-profit organisations, families, and institutional investors on govern-
ance and stewardship issues. He is an advisor to governments, central banks, 
regulators, and international organisations across the world.

As an investor, he works with prominent asset owners, and uses governance 
as an engine of investment performance across asset classes and organisations 
while regularly engaging directly with investee companies and investment 
committees. The four pillars and the content of this book are then the model 
used for board engagement. He also has developed a parallel methodology 
for governance of investments in complex portfolios that is implemented by 
institutional investors. He is the author of other books such as Inspiring Stew-
ardship, book chapters (such as Governance Risk: A Guide for Investors) and 
articles in the fields of governance, investments, risks and stewardship. He is 
also principal author of a proprietary methodology of investment selection on 
governance that is used in a number of funds.

Prof. Cossin holds a PhD in Business Economics from Harvard University 
(Robert C. Merton chair), is a former Fulbright Scholar from the Massachusetts 
Institute of Technology, and is a graduate from ENS, rue d’Ulm, Paris, as well  
as of Sorbonne University and EHESS.

xi





Acknowledgements

Many have contributed, directly and indirectly, to my work and to this 
book. Of those that contributed directly, I am particularly indebted to Sophie 
Coughlan. Sophie, as a leadership specialist, and associate director of the IMD 
Global Board Center, has helped many of the board interactions I lead and 
has supported me across many chapters. Abraham HongZe Lu has decades 
of studies and work with me and has also contributed to the substance of this 
book, bringing sometimes analytical and mathematical flair to what too many 
see as soft issues only. This book would not be here without their contribution. 
I am also grateful for the many others that contributed directly or indirectly 
to this work: Quentin Dufresne, associate director, who has been a key driver 
of many programmes at the origin of my board practice, notably the High 
Performance Boards programme, Martin Kralik, Yukie Saito, Jurgita Domei-
kaite, Philip Whiteley, Loic Frank, Francesca Vitucci, Julie Poivey, and Richard 
Eames. And for a personal collaboration that has amplified the performance 
aspect of governance across portfolios of sophisticated investors on four conti-
nents, hence reducing waste and optimising wealth creation for future genera-
tions, I am grateful to Elisabeth Bourqui, herself a prominent board member 
and co-founder of PNYX Group.

Of those that contributed indirectly, I owe a particular debt to the real 
actors of the governance world, board members, directors, government offi-
cials, and investors that have peopled my words and my ideas, for the better 
or for the worse! They probably are just as happy to not see their name men-
tioned here, as a chair of one of the largest financial institutions in the world 
wryly remarked once: ‘Being in Didier’s writings tells you it’s time to go!’ I sup-
pose that my critical eye has helped a few towards self-awareness J. For many 
though, they have been an inspiration of how to drive true governance, and 
many of them are chairpeople or board members of influential and powerful 
organisations. I am grateful for all those who shared intimate and confidential 
situations that make the reality of good and bad governance. Without them, 
I could not contribute to governance improvements that I know impact the 
world for the better (and sometimes dramatically and publicly so). The dedi-
cation, integrity, and altruism of many is commendable. Some are famous, 
some are unknown, and all support us towards a better governed world. And 
indeed I have rarely met individuals that did not want to do better, in all senses 

xiii



xiv      Acknowledgements

of the word better. We, as society, should always support the development and 
improvement of those that govern us and our organisations, and I hope that 
through my words, their contribution will be heightened. I am in many ways 
a go-between, putting in words and concepts what the very best-in-class are 
naturally doing. This book maps and synthesises what some gifted and dedi-
cated individuals have endeavoured to bring to society through their personal 
judgement skills. It also introduces key elements of evolution for great govern-
ance in a complex and conflicted world.



Preface

Governance, or the quality of decision-making at the very top of organisa-
tion, has become central to success. But although an effective board can be 
a huge asset in this regard, boards often fail their organisation – typically in 
the areas of risk oversight, strategy, the selection and support of the CEO and 
senior management, and integrity. Making boards more effective, therefore, 
is crucial to improving governance around the world.

My own interest in the subject began more than 30 years ago, when I stud-
ied the governance of risk. I was fortunate to have many inspirational teach-
ers, including five Nobel Prize winners  – one of whom, Robert C. Merton, 
chaired my PhD committee. In parallel with my mathematical work, I quickly 
became convinced that the human element is crucial to effective governance, 
and my interest in psychology, philosophy, and ethics increasingly shaped my 
approach.

In the decades since, I have worked with boards across the globe to assess 
and improve governance – in large global companies, sovereign wealth funds, 
government bodies, international organisations, non-profits, family businesses, 
and tech start-ups. Over the years, I have developed a systematic approach to 
increasing a board’s effectiveness that rests on four pillars: the quality, diver-
sity, focus, and dedication of individual directors; sophisticated information 
architecture; well-functioning structures and processes; and healthy group 
dynamics and board culture. By focusing on continuous improvement across 
all four dimensions, my methodology has repeatedly shown its ability to trans-
form boards for the better.

Diagnosing governance problems is often relatively straightforward, 
although in some rare cases the causes can be deep and hidden, especially with 
integrity failures. Improving governance, on the other hand, is often a longer-
term process, requiring a gradual, sustained effort over several years. The 
growing complexity and conflicted nature of the global geopolitical, social, 
and economic context means that more than ever, boards need to adapt their 
own governance practice to anticipate and confront the challenges that lie 
ahead, to be able to steer the organisation with clarity. This has led to a corres
ponding shift in board practices, necessitating a shift in emphasis from diver-
gence of views solely to convergence and conviction on dividing or ambiguous 
topics where useful. Board choices (notably of strategy and CEO) are harder 
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than ever and they need to align with strong and decisive action that benefits 
the organisation over the mid- and longer term.

This book covers both the diagnosis and treatment of governance prob-
lems, and aims to provide directors with a practical guide to making their 
boards more effective. Part I introduces the Four Pillars of Board Effectiveness 
methodology that my team and I use to assess governance health. Readers may 
wish to think of this section as a check-up process. Part II addresses the most 
common areas of governance failure, and how boards can guard against these. 
In Part III, we look at the importance of board leadership and the role of the 
chair in ensuring quality governance. Finally, Part IV is a compendium of best-
in-class governance practices, with each chapter covering a specific aspect of 
board work, and drawing on the insights and discussions on this topic that we 
have had both inside and outside the classroom.

My colleagues at IMD business school, and especially the team at the IMD 
Global Board Center, have contributed hugely to the content of this book. So, 
of course, have the thousands of board members whom I have had the pleas-
ure of working with. I pay tribute to them in this book by describing the board 
experiences of a character called Joanne Marker (not her real name). The 
real Joanne, an exceptional woman of great energy and dedication, has softly 
(and sometimes not so softly) impacted the governance of three of the world’s 
most iconic large-cap companies and one of its most influential philanthropic 
organisations.

As Joanne’s experiences illustrate, good governance is about balance, 
responsibility, and genuine personal accountability. I therefore hope the fol-
lowing chapters will inspire you and your organisations to even better govern-
ance and further success.

Didier Cossin
Lausanne, May 2024



PART I
The Four Pillars of Board Effectiveness





At age 62, Joanne Marker had been a senior independent director for over 20 years on 
the boards of many different companies and public organisations.

The previous year, Joanne had taken early retirement from her job as a senior leader 
at Connect, a major US telecommunications company, where she had worked for more 
than two decades. Hers had been a rewarding and challenging career, of which she 
was proud.

Joanne now derived a different kind of satisfaction from her board service at three 
very different companies: Connect, international pharmaceutical company Ziogen, 
and engineering multinational SNB. In recent months a few other organisations had 
extended invitations, and she was currently evaluating each of them.

One morning, an email from her nephew Thorsten popped up on her screen.

Dear Aunt Joanne,

Exciting news! I just received an invitation to be on the board of Kloetzel & Brothers! First 
board meeting is next month. I wanted to pick the brain of my favorite board member! Can I 
take you to lunch at Mario’s when you’re in town next week?

Yours,
Thorsten

Thorsten was an ambitious, capable, and educated young man working in invest-
ment banking on Wall Street. Joanne had no doubt that he would make a fine board 
director; his knowledge of the financial markets and banking regulation would certainly 
be helpful to Kloetzel, a global financial services company. He was bright, energetic, 
and hardworking – and from what she had heard, had earned a reputation in banking 
as a name to watch. Still, she found herself remembering a few incidents that made her 
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wonder whether he had the maturity and self-possession needed for boardroom discus-
sions. She checked her calendar and emailed Thorsten, confirming the lunch.

***

Joanne cast her mind back to a chilly March afternoon 19 years earlier. She had been 
in her office thinking about how to improve a distribution partnership for WeCare, the 
multinational consumer goods company she worked for at the time, when her phone rang.

It was her old friend from business school, Burt Goodman, who was now a mover 
and shaker at GCD, a major consulting firm. Goodman invited Joanne to join him for 
the Henry Street Settlement dinner in New York City. ‘I’m just not cut out for big gala 
events, Burt’, she had protested.

‘Oh come on, it will be good for you’, Goodman said. ‘Sometimes even an MBA and 
over 20 years of experience in a major multinational can’t match the magic of one lucky 
dinner conversation.’ So Joanne decided to go.

At the dinner, she was seated next to Jordan Wise, the CEO of Amsterdam-based Vir-
tuous Ventures, a major international conglomerate. Their conversation touched upon 
Joanne’s family and career journey to date, and Wise asked her advice on the pros and 
cons of joint ventures in different emerging markets. Joanne shared her key learnings 
about each market, as well as the main strategic and industrial dimensions that needed 
to be considered.

‘But doesn’t it depend on your partners in the end?’ Wise wanted to know. Joanne 
described the different partnerships that WeCare had developed locally, depending on the 
distribution channels in place (or not) in different markets.

Two days later, Wise called her with a proposal that took her by surprise. ‘How would 
you like to be on the Virtuous board, Joanne?’ he asked her. She had always aspired to 
board service at some point in her career – but she was only 43, surely far too young to 
be a director.

Wise explained: ‘We’re expanding internationally into a new retail business, and 
we need your international marketing expertise. You can bring in solid knowledge about 
distribution networks and consumer insight too.’ Now Joanne’s interest was piqued. She 
began to ask questions. Wise soon ran out of answers.

Her first meeting with Virtuous Ventures’ Chairman Gerald Grossheim was over 
lunch at the famous Charlie Trotter’s restaurant in Chicago’s Lincoln Park. Over their 
first course, Grossheim explained how the company’s 11-member board worked, how often 
it met (four times a year), and his relationship with Jordan Wise (almost daily contact, 
yet with a certain necessary distance). He also discussed other members of the top team.

Grossheim asked Joanne about the kinds of challenges she had encountered when 
negotiating with local distributors during international expansions, and about how 
she had developed an understanding of customers in different markets. Joanne happily 
described her extensive travels in India, Bangladesh, Thailand, China, and Egypt to 
talk to WeCare’s local sales teams. She had accompanied them on visits, discussing their 
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frustrations and where they saw opportunities, in order to get a sense of the reality on 
the ground.

Joanne had some questions of her own. While Grossheim sipped his coffee, she asked  
him:

•	 Who was on the Virtuous board? How dedicated were they? What did each bring – 
and what was his or her unique contribution?

•	 How did board directors ensure they had the information they needed to make 
decisions? What were the board briefing papers like? Were there other sources of 
information?

•	 What kind of processes and structures did the board have in place to ensure it 
was doing things efficiently and professionally? How did it ensure directors have 
a sufficient board-level view of risk? (Here, Joanne recalled the WeCare board’s 
inability to understand how their growth strategy had exposed her own company 
to key vulnerabilities.)

•	 What was the Virtuous boardroom culture like? What kind of dynamics were at 
play? How would the other directors view the contribution of a much younger  
woman?

Together, they formulated questions for Grossheim to ask Virtuous Ventures’ Presi-
dent of Marketing, including what additional information he could ask for that would 
be helpful in assessing the company’s current global marketing plan.

Outside, they shook hands and agreed to speak again in the coming weeks. ‘I hope to 
be seeing a lot more of you, Joanne’, Grossheim said, smiling at her.

Three months later, after a series of discussions and a formal panel interview by the 
nominations committee, Joanne was appointed as an independent director and began 
eight years of board service with Virtuous.

***

The following Tuesday, Joanne walked into Mario’s and kissed her nephew Thorsten 
on the cheek. It had been 18 months since she had last seen him. While Joanne sipped 
her iced tea, Thorsten told her how his favourite professor from business school, Sam 
Cragnolino, was on the board of Kloetzel and was approaching retirement.

As a member of the nominations committee, Cragnolino had seen the board’s needs 
analysis, which had identified a gap in the area of finance – and investment in par-
ticular. The head of the committee had developed a skills and competency matrix, which 
specified that the candidate should also be young (between 30 and 40), and had then 
issued an invitation to executive search firms. He also asked the other board members if 
they had any candidates to nominate. Sam had recommended Thorsten.

James Caspar, Kloetzel’s chair, had also screened the candidates proposed by the 
search firms, and invited Thorsten for a panel interview. The young man’s expertise 
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in securing and structuring deals with a series of major clients had attracted Caspar’s 
attention as being something missing from the board’s existing skillset – and something 
they very much needed. Thorsten had made the shortlist and passed the due diligence 
process, and then met the full board. He had been impressed by the ambition of its mem-
bers to contribute to transforming Kloetzel.

‘I really like what they’re doing’, Thorsten said to Joanne. ‘James seems active and 
engaged, yet not overbearing. Everyone I talked to seems serious about really building 
something.’ Joanne smiled at his enthusiasm.

‘That’s great, Thorsten’, she said. ‘Board service is one of the most rewarding experi-
ences any professional can have during their career, and I think you stand to gain a lot. 
But tell me’, Joanne said, putting down her fork and looking intently at the young man, 
‘what is it about your experience that leads you to think you could make a meaningful 
contribution to Kloetzel?’

‘I know how companies are thinking about the costs and benefits of major transac-
tions’, Thorsten said. ‘I could help Kloetzel think about whom they could approach and 
with what messaging to expand in major markets, which is part of their strategy.’

Joanne asked him about Kloetzel’s current performance, and whether there were dis-
crepancies across major markets. Thorsten shook his head. He didn’t know the details. 
He dug in his pocket for a pen to make a note.

She pointed out the difference between board service and an executive director role. 
‘You’re not there to tell management how to do their job’, she said. ‘You’re there to chal-
lenge them on the strategy to make sure it’s a good one, and to help them to get what they 
need to be able to do it, and then to check that they actually do it.’

Then Joanne asked Thorsten the following questions:

•	 People: Who were Kloetzel’s current board members? What kind of skills, back-
ground, personality, and expertise did they have? How many other independent, 
non-executive directors were there? What kind of diversity and breadth of experi-
ence did they have? And how committed were they?

•	 Information architecture: What kind of information did he have access to that 
would help him to support Kloetzel in delivering its strategy and monitoring 
its risks? Who in his network could help? What kinds of social media was he 
following?

•	 Structures and processes: What kind of structures and processes did the Kloetzel 
board have in place? How were these helping it to stay ahead of regulation trends 
in the financial services industry? Did the board have a risk committee? An 
investment committee? Would Thorsten be able to serve on either of these?

•	 Dynamics: Had he spent enough time with the chair of Kloetzel? Did he like him 
and his style? What about the other directors? How were the interactions? How 
did the board engage with the firm’s senior executives? And how much passion 
about the firm could he feel?
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‘With all due respect Aunt Joanne, aren’t you ahead of yourself?’ Thorsten asked. 
‘Won’t I have time to figure this out once I’m on the board?’

Joanne thought back to a board she had sat on – an Indian tech company, where she 
had submitted her resignation after just six months. She wished she had done her due 
diligence exercise better before joining that board.

‘Fundamentally, Thorsten, it comes down to two questions’, Joanne said. ‘The first 
is: is this a good board which I want to be part of?’ He nodded with vigour. ‘The second 
is: am I good for this board?’

Joanne smiled at the young man. ‘Saying no to the wrong board appointment is just 
as important as saying yes to the right one’, she said. ‘If you don’t think you will be able 
to usefully contribute, do yourself a favour and save yourself from a world of frustration 
and pain.’

‘Thanks Aunt Joanne’, Thorsten said, slumping a little in his chair. ‘I guess I have 
some homework to do.’
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The Four Pillars of Board Effectiveness

Over the past decade, we have witnessed dramatic and unprecedented 
developments in business, politics, and society. The main upshot of this has 
been the growing realisation that governance is the determining factor behind 
the success and failure of organisations. And with fresh evidence of abdication 
of duty in the corporate and policy-making spheres emerging on a weekly basis, 
there are growing demands for better governance in different countries, and for 
all types of organisations – businesses, governments, NGOs, and many others.

When we refer to governance, we mean the quality of decision-making 
and implementation at the top of organisations – and the processes to ensure 
these. Increasingly, boards are seen as having a key responsibility and role as 
the ‘owner’ of governance in an organisation. It is their competence, struc-
tures, and integrity, and their interactions with CEOs and management teams, 
that shape the governance DNA of organisations.

Until a few years ago, governance and boards were considered to be well 
understood, and operating along standard and predictable lines. As a result, 
the subject attracted relatively little attention from researchers. But the situa-
tion changed significantly as more stories of corporate malfeasance appeared 
in mainstream media, industry publications, and academic journals, inevitably 
accompanied by the question ‘Where was the board?’

Indeed, events during the past decade have made it clear that boards can 
fail in various ways. They have failed to manage risks, failed to contribute pro-
actively to firm strategy, failed to identify the ‘right’ team and, in some cases, 
failed to deal with integrity issues and possibly outright fraud. We will discuss 
board failures and challenges in more detail in Part II.

Partly as a consequence of these much-publicised and damaging failures, 
today’s boards are eager to improve their performance and to continually 
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fine-tune their effectiveness. They have become more cognisant than ever of 
their role in supporting their organisations’ long-term success by aiming for 
world-class governance.

So, if business as usual is not an option for boards, what are the main 
dimensions to target when trying to make a board function better? How do we 
distil the key factors that contribute to board effectiveness?

In our work over the years inspiring the boards of organisations around 
the world toward greater success, my team and I have identified four discrete 
pillars of board effectiveness (see Figure 1.1). These are people quality, focus, 
and dedication; information architecture; structures and processes; and group 
dynamics and board culture. We will explore each of these pillars in detail in 
Chapters 4 to 7.

This simple framework for assessing a board’s effectiveness has a deep-
rooted underlying rationale, and its practical application has helped to trans-
form boards for the better in many different contexts. These include large 
publicly traded companies, family-owned businesses, non-profit organisations, 
governments, and other bodies, across all geographies, and in both developed 
and developing contexts.

The four-pillar methodology, focusing on systematic and continuous 
improvement along each dimension, has proven to be a strong asset for all 
types of organisation.

GOVERNANCE EXCELLENCE

People
 

Quality,
Diversity,
Focus, &

Dedication

Information
Architecture

Internal vs
External

Formal vs
Informal

Structures
&

Processes

Group
Dynamics &
Governance

Culture

BOARD EFFECTIVENESS

Figure 1.1  Governance Excellence Rests on Four Pillars
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The First Pillar: People Quality, Diversity, Focus, and Dedication

A boardroom is a social place, as is business in general. Therefore, the first 
of the pillars that support a board’s effectiveness consists of the people who 
socialise, interact, learn, make sense of situations, and reach decisions in 
the boardroom. Their quality, diversity, focus, and dedication are often what 
makes or breaks a board’s ability to perform effectively.

The quality of the board’s composition and functioning is crucial. For 
starters, members of the board and its committees are expected to have the 
necessary and relevant knowledge. Boards are typically composed of experi-
enced, accomplished individuals from a variety of backgrounds, including top 
managers, public officials, and education experts. Yet these backgrounds do 
not automatically give them the knowledge they need to contribute effectively 
to the work of a specific board.

As we have seen time and again in recent years, having limited knowledge 
hinders a board member’s effectiveness. Whenever a major corporate initia-
tive has run aground, the board members’ technical and other specialised 
knowledge has come under scrutiny. Effective boards therefore ensure that 
performance and knowledge standards are articulated and tailor-made for 
individual directors, with the help of matching learning modules and other 
opportunities. Board members’ performance can then be evaluated against 
those standards.

The quality of the board is further enhanced by its diversity of gender, 
personality, and opinion. (For a fuller discussion of diversity, see Chapter 19.) 
In particular, high-quality boards are typically successful at managing their 
mix of personalities. How many times have we read news stories attributing 
boardroom confrontations, showdowns, and dramatic exits to a ‘clash of per-
sonalities’, ‘incompatible personalities’, or, to use a euphemism, ‘strong per-
sonalities’? The example of Steve Jobs being fired by the board of Apple is just 
one of many such cases.

To avoid becoming one of these headlines, a board needs to map out, 
understand, and learn to work with the range of personalities on it. As in all 
such exercises, this requires tools or ‘cognitive handles’ that help to capture 
not only the composition of personalities and the risks involved, but also the 
configurations that, with a bit of planning and effort, can help to infuse the 
board with additional vibrancy and strength of performance.

Boards can productively employ and draw on a number of taxonomies 
in this regard. For instance, personality diagrams highlight board members’ 
introversion or extroversion, their abstract ‘big-picture’ thinking or orienta-
tion to detail, their level of emotional reactivity, and the emphasis they put on 
competition as opposed to harmony. The well-known NEO Personality Inven-
tory framework describes the ‘Big Five’ dimensions of personality: emotionality, 
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introversion/extroversion, openness to experience, agreeableness, and con-
scientiousness (see Chapter 7 on Group Dynamics and Board Culture).

As important as skills and quality are, directors must also be focused and 
dedicated. Yet these attributes are often missing, in varying degrees, from the 
boardroom.

Dealing with ambiguities in decision-making is inevitable – in fact, it is a 
sign that the board is addressing real issues. But when directors misunder-
stand their roles and functions, their focus suffers. To sharpen and re-energise 
it, boards would do well to establish their own statement of purpose (often 
codified as a board charter statement) and define their role in a way that 
adds value to the company’s activities. Boards need to reflect regularly on 
their involvement and strive to make it firstly distinctive, so that they do not 
replicate the efforts of other parts of the organisation; and secondly additive, 
whereby the board builds upon decisions made by the firm.

Well-focused boards know how to distinguish between contexts. From 
there, they determine whether they should perform a supervisory role or 
rather offer support or challenge to management. Such boards are ready to 
be proactive and jump into pre-emptive action when they see signs of risk and 
recognise that oversight is needed. In other situations, such as during a crisis 
when the organisation’s reputation is at stake, they are just as efficient in iden-
tifying and acting on the need to communicate the firm’s strategic objectives. 
In addition, a board’s focus can be strengthened by having the right agenda: 
one that looks more towards the future than the past, and that aims to capture 
long-term issues while managing short-term matters.

But even high-quality, focused boards will underperform if their members 
are not fully dedicated to their work and to the organisation. Directors fre-
quently tell me that their board meeting discussions reflect a level of prepara-
tion that was ‘basic’ and ‘not in great depth’. A minority of them do report 
rich and diverse preparation, where board members have diligently read the 
relevant documentation and obtained external information where necessary. 
But all too many describe the board members in their organisations as typic
ally ‘not very well prepared’. The percentage of directors who have regularly 
witnessed great preparation for board meetings, with members actively con-
sulting outside sources and analysing information in depth, is in fact small.

A similar picture emerges when we ask board members how many hours 
of preparation time one hour of a board meeting requires from each director. 
Typically, more than half of them estimate one to three hours of preparation, 
around 25% report three to seven hours, and only a minority report seven to 
ten hours. It is rare to hear of directors spending more than 10 hours prepar-
ing for each hour of a board meeting. Worryingly, in fact, a few say that less 
than one hour of preparation time is required – even though most responsible 
individuals believe that a director should not sit on more than five boards at 


