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uilding a strong and effective board of 
directors can be a daunting challenge 
in today’s world. High-profile board 
failures, the rise in activist investing, 
and innovative market disruptions 

are just the tip of an iceberg highlighting the 
imminent need to rethink effective board 
governance.

Most boards often wrestle with their core mission 
– which is providing clear oversight and strong 
strategic support for management’s efforts to 
create long-term value for the organisation. 
Management and directors around the world face 
similar pressures on how to deliver short-term 
financial results and tackling an underemphasis 
on long-term value creation.
 
Company Boards have long been expected 
to set a “tone at the top” for organisational 
culture, modeling company values and sound 
business practices. Each director, therefore, 
serves as a “link” in the chain between the 
company’s core values and its ultimate business 
performance. Boards can play a critical role in 
helping companies navigate a complex business 
landscape by guiding the appropriate choices in 
strategy, risks, and economic return.
 
As the mandate of the board shifts, directors 
must ensure that they demonstrate competencies 
that fit not just the present but also future needs.

The fundamental question at large is – “How 
do we build an effective future-focused board 
that is fit to confront the challenges of the 21st 
century?”.
 
1. UNDERSTAND THE INDUSTRY DYNAMICS
The challenge for independent directors is to stay 
fully informed about the companies on whose 
boards they serve, as well as the ecosystems in 
which the company operates. Too much time is 
spent reviewing company financials, plans and 
engaging in “check-the-box” exercises. Relatively 
few directors feel they have a clear and complete 
understanding of the industry dynamics of their 
companies, the ecosystems that they operate 
in, or, specifically, how their companies create 
value.
 
To remedy this problem, boards need to invest 
dedicated time to better understand the 
structure, dynamics, and value-creation potential 
of their business. Creating a forward-looking 
committee (or even designating a couple of 
board members) to focus on “what’s next” and 
setting time aside from Board meetings and 
Management discussions will enable a proactive 

point of view on strategic issues and help to 
challenge management biases and established 
doctrines of thought.

2. CHALLENGE COMPANY STRATEGY
Developing company strategy can become 
complex and multi-faceted, especially with 
a board’s active engagement. Armed with 
a foundational view, based on a clearer 
understanding of industry and the company’s 
economics, boards are better positioned to 
have the kinds of informed dialogue needed to 
improve and advance company strategy.

But the ability to have such dialogues with 
candor and trust depends on the board’s ability 
to develop a culture of constructive challenge 
– both, amongst members, and with senior 
management.

Institutionalising a culture of healthy debate 
and questioning can help to avoid the pitfalls 
of “group-think” in favor of improved scenario 
planning and enhanced value creation. 
Designating an “assigned dissenter” on a 
rotational basis, for example, can empower 
individuals to question the consensus view 
without fear of retaliation or retribution.
 
The board's perspectives and expertise can 
also create positive tension and influence 
management teams to work together to find 
better answers. Management needs to: 

A. involve the board early in the development 
process (before the strategy is fully designed); 
B. approach the board with multiple strategic 
options and implications for consideration; and, 
C. seek input and ideas, not just approval.
 
Board members need to approach these 
discussions with an owner’s mindset and with 
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the goal of helping management broaden its 
thinking by considering new – even unexpected 
– perspectives. If managed correctly, the 
process can be run very efficiently, especially 
if the strategic planning process with the board 
identifies issues early, giving the board and 
management time to develop robust strategic 
options.

3. BUILD GEOPOLITICAL RESILIENCE 
In a post-globalisation environment, geopolitical 
risks and uncertainties have assumed center 
stage. New powers have emerged where 
different countries and models of government 
are competing for control and influence. In this 
multi-polar environment, boards have a key 
role in building the foresight, response, and 
adaptation capabilities needed to navigate the 
changing landscape and manage future shocks.
 
Global business is already being shaped by 
the new “national security economy” and 
is transforming companies into unwitting 
geopolitical actors. Recognition of the inter-
relatedness of these challenges is a first step 
towards instituting a more holistic decision-
making approach, hiring the necessary expertise, 
and deploying an effective analysis of business 
opportunities that centers a geopolitical lens.
 
Boards regularly need to assess geopolitical risks 
through a trifocal lens - short, medium, and long 
term - and ensure that executive management 
incorporates geopolitical risks into strategic 
planning. Simultaneously, they must upgrade 
their capabilities to develop the expertise and 
knowledge to make informed decisions about 
managing geopolitical risk.

4. THINK TECHNOLOGY
While few can challenge the importance of 
technology and its impact on almost every sector 
of the business environment - technological 
complexity and the speed of change can make 
it difficult for the board to effectively apply 
technology as a strategic lever of change to 
provide a competitive advantage. Technological 
transformations aren’t just about efficiencies, 
quality, and cost savings – they are about 
creating value. Boards don’t need to memorise 
the bits and bytes of technology but must seek a 
clear sense of the impact and implications of the 
technology transformation they seek to achieve.
 

Boards should not just rely on management 
to help them with this. It’s important that 
board members bring in external perspectives, 
as management has incentives to exploit 
existing technology as opposed to preparing for 
coming threats. Chasing every new technology 
opportunity is dangerous, and the situation must 
be approached in a balanced manner. Equally 
important is providing boards with a balanced 
set of metrics that cover the basis of speed, 
quality, costs, and overall impact – basically an 
aggregated form of ROI.

5. RETHINK ROLES AND COMPOSITION

When it comes to board roles, composition, and 
structure, organisations can exercise three key 
governance levers:
 
A. the disciplined enforcement of term limits
B. regular capacity and capability reviews
C. relevant training and development
 
Appropriate committees, such as the 
Nominating and Governance Committee, are 
expected to ensure that the board's capabilities 
align with the company’s evolving strategy, 
identify the new skills the board will require, 
and develop a plan to obtain them.

AccountAbility’s D.I.R.E. Framework (Diversity, 
Independence, Refreshment, and Expertise) 
can be effectively applied to assist in the 
composition of a balanced and effective board. 
Focusing on building a board that comprises a 
diversity of thought and perspectives (cognitive 
diversity), one that is committed to the company, 
and is experienced in a wide array of industries 
and business functions – can help instill the 
necessary capabilities to face the challenges of 
the future.

6. DEVELOP AN AUTHENTIC PURPOSE
Today’s business leaders are often under 
pressure to articulate and communicate a 
statement of corporate purpose. Purpose isn’t 
about shareholder value or profit maximisation. 
It’s the reason why the organisation exists. 
Increasing stakeholder expectations and an 
intensifying scrutiny of corporate behavior and 
actions are the norm today. In this heightened 
environment, it is imperative for boards 
to engage with management to shape and 
articulate a clear and authentic purpose for the 
company’s existence.
 
Purpose can be a potential source of competitive 
advantage, but it needs to be genuine and 
infused in the organisation’s business model. 
Directors can steer the management team in 
sculpting and giving voice to the company’s 
purpose and embedding it in the organisation. 
The effective application of purpose can range 
the spectrum from a litmus test to a filter for 
board engagement - on governance, strategy, 
people, investments, risk, stakeholders, and 
performance management.
 
While every company could benefit from a 
purpose, not every purpose can take the form of a 
rallying social cause. Alternatively, defining your 
purpose as an embodiment of the organisation’s 
culture can result in being, both, authentic and 
effective. Improving ESG performance is critical 
for business - but it cannot become the purpose 
of the business.

LOOKING AHEAD
Directors still continue to spend a majority 
of their time on Financial Reports, Risk & 
Compliance Reviews, and People Plans instead 
of strategic matters crucial to the future value 
and direction of the business. The board agenda 
of the future will need to explicitly focus on 
future value-generating activities and ensure 
that directors get sufficient time to address 
them.
 
In an environment of low trust and high 
expectations, there is increasing scrutiny 
on corporate actions further intensified by 
amplified stakeholder expectations. Consumers 
and society, as a whole, are expecting more (and 
different) from business. This is compounded 
by a pace of change that can be dizzying, and 
sometimes confusing.
 
For a majority of businesses, board governance 
remains a less discussed area of vulnerability, 
in part because it involves internal processes, 
systems, and controls, which in many cases 
are less visible to stakeholders and the broader 
public. Yet, there is immense potential to 
advance the Board agenda with a careful 
consideration of focus, re-balance and engaged 
action.

The future is now – and this may well be the 
moment when boards and leadership teams 
justify their value. i

AccountAbility's D.I.R.E Board Framework. 

Source: AccountAbility International, 2023

AccountAbility's D.I.R.E Board Framework. Source: AccountAbility International, 2023
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