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Investors and shareholder activists increas-
ingly study your board’s makeup and talents 
for weaknesses and gaps. Why not get the 
jump on them with your own study of board 
composition? Uncover your talent flaws, lack 
of strategic fit, and poor diversity issues from 
the inside—before an outside activist does.

Public company boards are under pressure from 
investors. This stems not just from the usual focus 
on performance, but increasingly from questions and 
concerns regarding the quality of the board itself.

Board composition has become a focus both for 
institutional investors pushing for long-term think-
ing and for activist investors demanding short-term 
performance uplift. There are demands for gender 
and other forms of diversity. Finally, there are more 
combative campaigns for directors who bring a better 
value-creation track record.

One way that investors judge board quality from the 
outside is to scrutinize the membership of the board. 
They consider such factors as industry experience, 
diversity, tenure, and overboarding.

Yet when it comes time to fill an open spot on 
the board of directors, it is far too easy (and far too 
common) for boards to fall into the trap of short-
term planning and “who do we know” candidate 
identification. Board search can easily become purely 
transactional, with the nominating and governance 
committee issuing an order to a search firm: “Get 
me one of these.”

The order-giving approach often ends up with disap-
pointing, if not failed, searches that have been over-
loaded with requirements that any single candidate 
cannot hope to meet. Search consultants joke of the 
mythical “Purple Unicorn” candidate. For example, 
a 35 to 45 year old woman of color who is both a 
digital expert and a P&L leader reporting directly to 
the CEO of a large cap public company, with hefty 
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board exposure, if not actual board experience.
Companies have improved with regard to thought-

fully identifying and recruiting senior leaders who are 
best positioned for long-term success. Now, the same 
transition is taking place in the boardroom. Director 
searches today often involve a candid analysis of the 
board’s current composition, identifying future needs, 
developing a long-term strategy for board recruitment, 
and seeking a number of directors over time, who 
can, between them, add the desired characteristics 
without overloading a single search specification.

Boards are often lagging indicators for changes 
in strategy for no fault of their own. They were 
built for a different time and to deal with dif-
ferent problems.

Boards that have successfully managed the re-
freshment process typically start by analyzing board 
composition. Then, that analysis is tied to a strategic 
planning process comprised of four primary activities 
led by the nominating and governance committee.

 1. Understand the corporate strategy. The 
first, foundational act is for the nominating and 
governance committee to leverage its understand-
ing of the company’s emerging strategy and related 
changes, as they will play out over the next three to 
five years. This provides the essential context for the 
board composition analysis.

The objective is to identify what kind of board 
will be required to provide effective oversight of 
the company in the long-term, instead of simply 
supplementing the board of today. One client in the 
oil and gas services business had begun pivoting to 
shipbuilding, yet no one on the board had any direct 
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experience in that sector. A bank board was equipped 
with amazing strength in risk and compliance, yet 
the business was evolving to a growth strategy.

Boards are often lagging indicators for changes in 
strategy for no fault of their own. They were built for 
a different time and to deal with different problems. 
Since boards cannot practically zero-base their com-
position (unless forced to by losing a contested proxy 
fight), taking a longer-term view of board evolution 
is the next best approach.

A board candidate with an international 
background should be more than someone 
with “an accent” who is not from the country 
where headquarters is located.

 2. Agree on the skills and experiences required. 
If the nominating and governance committee senses 
the direction of travel for the company, it will be easier 
to decide who needs to be on the bus, to invert Jim 
Collins’ famous edict in Good to Great. Collins’s 
metaphor comes close to a description of what the 
committee needs to do as part of this process, “get-
ting the right people on the bus, the wrong people 
off the bus, and the right people in the right seats.”

The second phase of the board succession planning 
process focuses on developing a clear, agreed-upon 
set of definitions for the skills and experiences needed 
at the board level. The committee then takes a hard-
headed look at each director’s skills and experiences 
against those definitions.

For example, the committee may want directors 
with an international background. They need to be 
clear if they value someone who ran an international 
component of the business from headquarters, some-
one who has lived and worked for periods outside 
their home country, or, as one client memorably put 
it, someone with “an accent” who is not from the 
country where headquarters is located.

Adding dimensions of time and scale is also impor-
tant. The board is probably interested in a CEO who 
retired in the last five years, not one who retired 20 
years ago. They may also need someone who man-
aged a P&L measured in the billions and not millions. 

The definitions will also come in handy when there 
is inevitable pushback from current directors. 

 3. Create consensus on future plans. The 
third phase is to work with each director and review 
the matrix with them. It is important that everyone 
feels the process has been fair and transparent. The 
nominating and governance committee needs to ex-
plicitly ask each director about their personal plans 
regarding the board for the same three-to-five-year 
time period. Do they plan to stay on the board? Are 
they thinking about retirement? Are they planning 
to stay, but are open to stepping down if asked?

An accurate forecast of when vacancies may occur 
is essential, though the committee may also need to 
make tough decisions to create vacancies in order to 
refresh the board.

During a board composition analysis, one director 
often confesses to have been looking for an opportu-
nity to step down from the board, but did not want to 
let the rest of the board down. Often that director is 
also the one singled out by colleagues for no longer 
contributing to the board. A director survey from 
PwC shows that almost half of directors think at 
least one fellow director should be replaced. Nearly 
a quarter say two or more should go.

Boards often take the route of least resistance in 
allowing “spent” directors to fade away rather than 
asking them to step down to create an opportunity 
to add to the board’s skills and experiences. In one 
worst case example we have seen, the primary form 
of board refreshment was literally death (natural 
causes, not homicide, lest you be worried). Fair-
minded people can argue the merits of retirement 
ages and term limits, but boards need something 
more responsive than a pine box.

 4. Consider what to disclose. Investors now seek 
more information in an easily digestible format to 
help them to understand how your board composition 
links to the company’s strategy. Having completed 
the prior steps, board leaders, and the company’s 
legal team can determine what should be disclosed 
to investors about the process, current board com-
position and decisions about future recruiting.

In 2015, a number of public employee pension funds 
petitioned the SEC to require registrants to indicate, 
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in a chart or matrix, each nominee’s gender, race, and 
ethnicity, in addition to their skills, experiences, and 
attributes. Two years later, New York City Comptrol-
ler Scott M. Stringer and the New York City Pension 
Funds launched the “Boardroom Accountability 
Project 2.0.” The funds called on the boards of 151 
U.S. companies to disclose, among other items, board 
members’ skills in a “matrix” format.

EY in 2019 reported that 75 percent of the Fortune 
100 now disclose a director skills matrix. Our own 
work with the Conference Board showed that in 
2018, 30 percent of the S&P 500 and 13 percent of 
the Russell 3000 published a skills matrix, a two-fold 
increase in both indexes since 2016. We anticipate 
this trend continuing. That said, many boards today 
appear to check too many boxes for each director’s 
skills, weakening the credibility of their matrix. 
The quality of these disclosures must improve for 
all parties to realize their full value.

There are many ways that long-term board suc-
cession can be done badly to the detriment of 
the board, the company and its shareholders.

As beneficial as long-term board succession plan-
ning can be, there are many ways that it can be done 
badly to the ultimate detriment of the board, the 
company and its shareholders. We see five common 
errors that derail the work:

 Error #1: Putting strategy second. Boards often 
undertake these efforts without explicitly connecting 
them to the overall corporate strategy. If you are a 
traditional financial services firm hoping to digitally 
transform, and you do not take that transformation 
into consideration during succession planning, then 
the board is undertaking a meaningless exercise.

It is critical to think about where the company is 
going, what the board will need to look like in the 
near future and what type of directors will need to be 
a part of it. Plan for where you know you are going, 
not where you currently are or have been.

 Error #2: Ignoring the competition. Boards 
often fail to benchmark themselves against their peer 
group, yet when analyzing corporate governance 

practices, investors often look at entire sectors at a 
time. If you are an automotive company, and every 
competitive company board has added an expert in 
mobility and you have not, investors may well have 
questions about your approach. It is fascinating to 
take a look at the type of directors that have been 
added to your peer group’s boards as an indicator of 
possible shifts in their strategy.

 Error #3: Assuming that it is all about join-
ers, not leavers. One element of board composition 
analysis is the timing of when new directors join, and 
it is important to take into consideration anticipated 
retirements or other departures. Movement of direc-
tors is a natural occurrence, whether due to age or 
tenure limits, overboarding, or individual director 
desires and life changes.

We have seen too many occasions when these 
changes were known ahead of time by directors, but 
were not shared with the nominating and governance 
committee. The committee was complicit because 
they never asked the question. Boards cannot avoid 
hard conversations during this process. Some of to-
day’s directors lack an obvious role on tomorrow’s 
board.

A board leader—non-executive chair, lead director, 
or nominating and governance chair—needs to be 
willing to sit down and have an open, honest, and 
direct conversation with each board member, includ-
ing a strategy to gracefully help some directors off 
the board.

Look at all board candidates through the lens 
of board leadership. Could they be a commit-
tee chair or lead director in the future?

 Error #4: Forgetting about board and com-
mittee leadership and rotation. Few boards have 
policies to limit the tenure of lead directors and 
other key roles or committee memberships. Yet it is 
important to understand the impact of retirements 
and new joiners on the composition of committees. 
The leadership of committees and the board itself 
should be part of the three-to-five-year plan.

One board we are familiar with has term limits for 
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the lead director (up to two three-year terms), and 
looks at all its board candidates through the lens of 
board leadership. Could they be a committee chair 
or lead director in the future?

 Error #5: Creating a fantasy board matrix. 
Once the board begins a composition analysis, it is 
important that it is an open, inclusive process involving 
every single director. This cannot simply be managed 
by the general counsel or another executive from afar. 
Everyone must buy in to the process and the analysis. 
At the same time, do not to allow directors to over-
inflate their qualifications. To avoid this, there needs 
to be a clear set of criteria for every measure, and 
the nominating and governance committee needs to 
be the ultimate arbiter on ratings and qualifications.

Given the challenges of analyzing board compo-
sition fairly but rigorously, some boards prefer to 

work with external advisors, such as board search 
and advisory firms. While the board has to own the 
process and the results, using a third-party advisor can 
help deal with some of the challenges involved. My 
own firm has conducted close to 200 of these types 
of assignments worldwide over the past five years.

The third-party advisor can help ensure the re-
quired level of objectivity in the process, providing 
a fresh pair of eyes to the linkage between strategy 
and board composition. Board search and advisory 
firms can scrutinize the current directors’ skills and 
experiences based on their knowledge of the sector 
and what other boards have done in similar situa-
tions. Search firms are also well-placed to calibrate 
the quality of directors, compared with replacement-
level talent available to the board to meet longer-term 
strategy requirements.

Lagging Talent Managementmmmmmn
Board Recruiting Needs To Be More Strategic

20%
of the firms in the Russell 3000
have no females on their board 
of directors

Fewer than  

2 in 10
board committee chairs at S&P 
500 companies are women, and 
the share is even lower among 
smaller firms in the Russell 3000

33%
of the Russell 3000

52%
S&P 500 companies

and

consider 
gender diversity 

as part of their process 
for assessing 

director candidates

36%
of Russell 3000 boards had 

a median director tenure of 
less than 6 years

24%
reported a median director 
tenure of 
more than 15 years

Tenure
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Another advantage of using a third party is to avoid 
the potential disruption to collegiality that occurs 
when a director needs to leave the board. One client 
we worked with was quick to describe us to col-
leagues as the “bad cop” that would deliver difficult 
news and enable the board to preserve long-term 
personal relationships.

Finally, when the time comes to find new direc-
tors, a search firm that has been involved in board 
composition analysis already understands the needs 
the board has and the culture of the board. This en-
ables the third-party consultant to formulate a list of 
attributes for any potential new directors that fit the 
strategic goals of the company and creates a more 
efficient search process.

Regardless of how a board composition analysis is 
completed—by the board on their own, or by work-
ing with an external advisor—a rigorous, well run 
effort creates value in numerous ways.

 It enables the board to set itself up for long-
term stability and success. A well-run board succes-
sion effort enables long-term planning and prevents 
a transactional approach to director recruitment. If 
the board composition analysis is coupled with a 
long-term succession plan for the board, it becomes 
possible to abandon the hunt for a Purple Unicorn. 
Instead, the board identifies, vets, and commits to 
candidates months or years in advance of availability, 
which is particularly helpful when targeting highly 
desirable individuals.

 It provides a platform for board leadership ro-
tation. Similarly, board succession planning enables 
thoughtful board rotation, including for committee 
chairs and the board leaders. This can be used to 
improve diversity efforts in board leadership roles. 
At present, 92 percent of board leaders in the S&P 
500 are men, as are 78 percent of committee chairs.

Board leaders tend to emerge from among the three 
major committee chairs (especially from the nominat-
ing and governance and compensation committees). 
The board thus needs to plan for committee leadership 

succession, and make a concerted effort to encourage 
diverse directors to consider committee leadership 
and provide them with coaching and support to do so. 
That way, the pool of potential diverse board chairs 
and lead directors will grow. Unless boards focus 
on inclusion, initiatives to improve diversity will not 
make as much difference as their supporters hope.

 It gives the nominating and governance chair 
a neutral, data-based tool for addressing individual 
contributions. It is difficult for any chair to sit down 
and address issues of personal contribution with a fel-
low director. However, a board composition analysis 
creates tools and opportunity to have a more neutral, 
fact-based discussion about skills and qualifications, 
and starts a conversation about director onboarding. 
Likewise, it can provide a foundation for talking about 
director retirement, leadership changes and commit-
tee rotation—all things a healthy, well-performing 
board ought to regularly address.

 It can be linked to corporate strategy and 
communicated to outside stakeholders. A rigorous 
board composition analysis is further evidence that 
a board is taking its responsibilities seriously, think-
ing about the future of the company, and helping to 
steward the organization over the long term. The 
board, if it so chooses, can disclose the analysis to 
outside investors.

 It can be used to defend the board in an activist 
situation. Faced with an activist attack, many boards 
are forced into a sudden “quick and dirty” analysis 
of the board through an investor lens. Boards which 
have already embarked on a long-term succession 
plan can accelerate changes in board composition 
more quickly and, if they disclose their analysis to 
long-term shareholders, may find they have more 
allies as a consequence.

Thoughtful succession planning is critical to a 
healthy board. It is up to the entire board to thought-
fully engage in the process and to be open to the 
conversations that follow, wherever those conversa-
tions may take them. 
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