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CEO perspectives on the performance

of boards in strategic decision-making,

results delivery and motivating leadership
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Introduction

As in any productive leadership relationship, the way an
organisation’s board acts as a leader for its CEO matters.
The competences, insights and methods of boards differ
greatly between companies depending on their size,
composition and ownership, which means that their
approach to leading the CEO varies as well.

While much work has been done to bet-
ter understand board working practices
and internal dynamics as well as demo-
graphics and diversity of board mem-
bers, there is less insight available into
how CEOs view the board’s contribution
to their own performance and the com-
pany’s long-term success. Hearing the
CEOQO's perspective, however, is important
as well — most of the board’s contribu-
tion and value-add enters the organisa-
tion through the CEO, and how they feel
about the board certainly impacts their
performance as well as how the board'’s
insight is utilised within the organisation.

In order to gain a bird’s-eye view on the
topic, we at Odgers Berndtson surveyed
the CEOs of 72 major Finnish companies
of different size and ownership type. We
hypothesised that when it comes to gov-
ernance and statutory matters, boards
are seen to perform at a high standard
against which the aspects of leadership
could be benchmarked.

As for what leadership and a board'’s
work as a leader entails, we approached
the topic by first asking the respondents

more generally about the board’s role as
a leader. Then, we delved deeper into the
topic by dividing it into three dimensions
of leadership: strategic leadership, part-
nering in results delivery, and motivating
leadership.

As the results show, CEOs perceive these
differently depending on company size,
board composition and particularly com-
pany ownership type. Both the data it-
self as well as the comments from the
respondents highlight strengths and
challenges and offer interesting details
regarding what, specifically, the CEOs
perceive distinguishes the very top-per-
forming boards from others.

We hope that the insight provided by
this report brings new diversity to the
discussions regarding a board’s role as
the CEO’s leader and in the company'’s
continued success. Our findings can help
boards of all types better understand
how to ensure that the company is able
to fully benefit from their valuable work,
and also how they can support the CEO
to perform at their best.
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Respondent demographics

The respondents, 72 in total, were a mix of new and more
experienced CEOs heading a variety of different company

types.

Ownership structure

Family owned [ NNREREEE 32%
Publicly listed company || NG 2°%
PE-owned or similar _ 25%

State-owned or similar [JJij 10%

other [} 4%

In terms of survey respondent demo-
graphics, our aim was to collect a rep-
resentative and diverse sample of CEOs
from major Finnish companies.

Among the companies our 72 survey re-
spondents represent, the majority (81%)
have revenue of more than €50m.

For further analysis by company size, we
divided the respondents into two catego-
ries:

o 40% represent ‘large compa-
nies’ with revenue exceeding
€200m

® 60% represent ‘small compa-
nies' with revenue less than
€200m



CEO experience

o

B First-time CEO
I Second-time CEO
B More-experienced CEO

CEO tenure

Length of time in role (years)

B |[essthan 2 years
B 2to5years
B More than 5 years

Regarding CEO experience, the re-
spondents are quite evenly spread
between first-time (39%), sec-
ond-time (26%), and more-expe-
rienced CEOs (35%). 76% of the
respondents have been in their cur-
rent role for at least two years.

In terms of ownership type, the vast
majority (86%) of the companies our
respondents represent are either
family owned, publicly listed, or PE-
owned or similar, with a fairly even
share of each of these three types.

As for board independence,
three-quarters of CEOs worked with
mostly or fully independent boards.

Board composition

All members independent

24%

Majority of members
independent

Majority of members
non-independent
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Benchmarking against governance

According to CEOs, boards are better at managing governance

than acting as a leader.

Acting
as a leader

Managing
governance

The graphics illustrate the share of CEOs
who are happy with how their board acts as
a leader and manages governance and stat-
utory matters, respectively.

The specific survey questions used to meas-
ure this were ‘| am highly satisfied with how
the board acts as a leader’, for acting as a
leader, and ‘The board manages governance
and statutory matters well’, for managing
governance. The percentages illustrate the
share of CEOs who stated they either ‘agree’
or ‘strongly agree’ with the statement in
question.

One CEO of a large company describes
a need for development as the company
grows:

“They understand the business

and industry very well, so that part
works. As we transition into a much
bigger company, we (CEO and
board) need to develop more profes-
sional practices covering audit & risk,
sustainability (ESG), and longer term
strategic direction.”



OPPORTUNITIES FOR DEVELOPMENT

60% is certainly not a low figure, confirm-
ing our expectation that the majority of
boards are seen as good leaders by their
CEOs. Still, the difference compared with
mManaging governance is notable: 23% of
respondents are not entirely happy with
how their boards handle governance
matters, while as many as 40% feel their
boards lack something when it comes to
leadership.

This could be because the board’s gov-
ernance responsibilities are based on le-
gal requirements, and good governance
practices have been clearly codified, so

they are more consistently understood
and executed. In contrast, there is no
commonly observed, established defi-
nition for good leadership. Therefore, at
least part of the perceived gap might not
be related to competence as such but
rather to differing views regarding how
the board should act as the CEO's leader.

As an additional note, while governance
was not the focus of our survey, it was
fairly surprising to see that nearly a quar-
ter of the respondents feel that the board
does not handle governance and statuto-
ry matters well.
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Performance by company type
and size

CEOs of non-listed companies are happier with board
leadership than CEOs of listed companies. Large compa-
nies outperform small companies.

Board performance

By company type By company size

. I /3%

(>€200m) —

100%
[0)
sl I 5>
I <
61% (<€200m) i

I 57%

State-owned

PE-owned
72%
. _ 61% Acting as a leader
Family owned o [ g
74% Managing governance
When categorised by company ownership type Share of CEOs saying they
or company size, the gap between governance ‘agree’ or ‘strongly agree’ with
and leadership persists in every category but its the statements I am highly sat-
. . isfied how the board acts as a
prominence varies.
leader’ and ‘The board manages
CEOs of large companies are generally happier governance and statutory mat-

with their boards than CEOs of small companies. ters well

This is true of both governance and leadership.



A fairly straightforward explanation “
for this could be that, generally speak-

ing, boards of large companies work in

a more professional manner, and it is

also possible that CEOs of large com-

panies expect less from their board -

the high-profile positions they them-

selves hold come with an expectation of

self-motivation and self-leadership.

44

NON-LISTED COMPANY BOARDS ARE BETTER
AT LEADERSHIP THAN LISTED COMPANY BOARDS

As for results by company ownership, the majority of CEOs in all non-listed company
ownership types were happy with their board leadership — a clear difference from list-
ed companies where only 43% of CEOs agreed or strongly agreed that they are high-
ly satisfied with how their board acts as a leader. Then again, boards of state-owned
companies scored 100% in managing governance. The clear observation to make here
is that diligence in governance and statutory matters does not necessarily correlate
with better leadership.
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Three themes: strategy, results,
motivating lecadership

When leadership is examined by more refined themes,
CEOs become more critical of their boards. Only 43%
think their board excels in motivating leadership.

Board performance by theme of leadership

Strategic leadership

Typical strengths Typical development areas
*  Monitoring implementa- * Bringing insight and
49% tion of the strategy on a knowledge into the sub-
regular basis stance of the strategy
* Making decisions that are * Establishing strategic ob-
consistent with the long- jectives

term strategy

Partnering in results delivery

65% Typical strengths Typical development areas
o .

* Reaching clear and ac- * Focusing agenda and de-
tionable conclusions and bate on value creation and
decisions forward-looking topics

Motivating leadership
Typical strengths
43% * Showing trust and back- Typical development areas
ing up the CEO when * Caring about the CEO as
needed an individual

* Honest and open
communication



The graphs on the previous page demon-
strate the share of CEOs who approve of
their board’s approach to strategic lead-
ership, results delivery, and motivating
leadership, respectively. The percentages
indicate the portion of respondents who
stated that they agree or strongly agree
with the statements ‘Overall, the board
demonstrates excellence in strategic
leadership’, ‘Overall, the board demon-
strates excellence in partnering in results
delivery’ and ‘Overall, the board demon-
strates excellence in motivating leader-
ship'.

Nearly half of all the CEOs are happy with
their board’s strategic leadership. Particu-
larly, it appears, they are happy with how
the board contributes to the implemen-
tation of the existing strategy.

The more complex part of strategic lead-
ership, adding value to the strategy it-
self and setting strategic objectives, were
conversely named as areas of develop-
ment.

Some respondents further explain that
this is not due to a lack of competence
but rather a lack of business- or indus-
try-specific insight. As one CEO com-
ments:

“Some board members have a lot
of understanding and experience.
However, at times, that does not
necessarily help in defining a new
long-term vision and strategy.”
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The majority of the respondents (65%)
were happy with the board’s perfor-
mance in delivering results. Reaching
clear and actionable conclusions and de-
cisions was seen as a strength, but there
was a need to focus the agenda and de-
bate on value creation and forward-look-
ing topics during board meetings. One
of our respondents reported board meet-
ings were mostly spent on interpreting
figures, which, while necessary, needs to
be followed by concrete actions and deci-
sions. Another told us:

“In my 15-year CEO career in various
companies, | have not yet seen an
active and forward-looking board,
like it could be."

When it comes to motivating leadership,
less than half of the surveyed CEOs feel
their board demonstrates excellence.

While the CEOs felt trusted and backed
up by their boards and praised their hon-
est and open communication, some also
felt the board did not care about them
as an individual.

This reflects how the CEO believes the
board sees them: are they seen as a per-
son who performs better when they are
properly motivated, or one that can and
should perform to the same standard re-
gardless of how they are treated?

Trust in the CEO can be a double-edged
sword if the board does not also guide
and support them. One less-experienced
CEO said:

“I have the trust and backing from
the board but don't really get that
much support for the operational
challenges.”

Another CEO, who had spent more than
five years in their current role, felt that
the balance was right: “The board gives
me a lot of freedom and support.”




CONNECTING SURVEY QUESTIONS
WITH PERSONAL EXPERIENCE

It is quite interesting that when the re-
spondents were asked about leadership
in general (see: Performance by com-
pany type and size), they scored their
boards higher than when they were
asked about a particular aspect of lead-
ership. This could be because leadership
is a high-level concept and breaking it
down by theme helped the respondents
to approach the question in a more fo-
cused way, allowing them to connect it
with their personal experiences.

Earlier in this report, differing expecta-
tions of the board's role as a leader was
discussed as one potential reason for

why CEQOs feel there is room for improve-
ment. When expanding on the subject us-
ing each of the above three themes, it
becomes more apparent that skills and
competencies of the board play a key role
as well — with remarkable differences be-
tween different company ownership types.

#= ODGERS BERNDTSON 13
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Strategic lcadership

The boards of PE-owned companies far
outperform all others in strategic leader-
ship. As many as 72% of PE-owned com-
pany CEOs approve of their board'’s stra-
tegic capabilities, which is exactly the
same rating this ownership type received
for handling matters of governance, the
benchmark. This might be because pri-
vate equity acquisitions are typically
backed by an investment thesis that al-
ready contains strategic direction and
the logic by which the investment is ex-
pected to generate profit. Board appoint-
ments are made based on it, and once
the work begins, this well-defined vision
continues to drive board performance as
well as help with strategic decision-mak-

ing.

Strategic leadership

Listed 29%

PE-owned 72%

Family owned 48%

State-owned 43%

One CEO of a PE-owned company felt
that effective commmunication is also a
key part of effective strategic leadership:

“The company strategy and the cur-
rent set-up are very familiar to every-
one. Follow-up and continuous re-
view are ensured both in operative
management as well as on the
board level.”
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At the other end of the spectrum, the
percentage approving of the strategic
leadership of listed company boards was
smaller than any other leadership theme
for any other leadership type. Govern-
ance requirements might play a role
here; they are higher for listed compa-
nies than others, which can steer the
board'’s focus and resources away from
strategic and value-adding themes.

Some respondent comments, however,
also suggest lack of insight might be a

factor. One CEO of a listed company said:

“The board has fully delegated the
strategy process to the operational
team, and the board’s contribution
is somewhat limited in any strate-
gic discussions. Instead, the board
is very interested in operational is-
sues on a detailed level.”

94

Boards of privately owned and state-
owned companies received similar levels
of approval of their strategic leadership.
The CEOs of family-owned companies
feel their boards should improve on de-
livering clear and actionable conclusions
and decisions. As one CEO of a fami-
ly-owned company describes:

“The board members have strong
experience and expertise, but they
do not actively lead... | have to push
matters towards a decision, includ-
ing strategic guidelines.”

Meanwhile, state-owned companies of-
ten operate within a unique industry or
area with very specific circumstances, so
experience from elsewhere does not nec-
essarily carry over well. This can certainly
make it challenging for even very experi-
enced board members to contribute ef-
fectively at a strategic level.
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Delivering results

Of all the leadership themes surveyed,
the respondents rate their boards highest
for results delivery — regardless of owner-
ship type. For example, even though the
boards of listed companies scored lowest
of all four categories at 43%, this figure is
still higher than what they were given for
strategic leadership (29%) or motivating
leadership (33%).

PE-owned boards — who were the best
performers in strategic leadership — also
scored highly for partnering in results de-
livery, perhaps illustrating how strategic
involvement ties in with setting objec-
tives and taking an active role in achiev-
ing those objectives. They did not entirely
escape criticism, however. As one CEO of
a PE-owned company described:

“Since the board does not under-
stand the details related to running
our business, their contributions are
quite high level.”

Listed 43%

PE-owned 78%

Family
owned

65%

State-owned 86%

Another interesting angle to the relation-
ship between objective setting and re-
sults delivery is offered by the staggering
86% of state-owned company CEOs who
approve of their board’s contribution in
results delivery. They commended their
boards for reaching clear and actionable
conclusions and decisions as well as set-
ting reasonable expectations and evalu-
ating performance fairly.

Family-owned company boards also part-
ner well for results delivery: “The board
helped to establish a clear strategy with
precise performance measurements. This
brings clarity to the meetings and fol-
low-up,” one CEO commented.



Motivating leadership

CEOs of family-owned companies were
the happiest with motivating leadership,
praising their boards for empowering
them and giving them the right amount
of autonomy. It could be that private
owners tend to be more personally in-
vested in appointing the right CEO and
helping them to perform, and this atti-
tude then guides the board’s approach to
the CEO as well.

A CEO of a family-owned company de-
scribes seeing a clear difference to their
previous experience:

“Positive and open atmosphere will
drive risk taking to deliver results.
The worst case is fear in some past
organisations.”

Motivating leadership

Listed ‘- 33%
PE-owned ‘- 39%
Family owned ‘_ 52%

State-owned ‘- 43%

Another respondent heading a fami-
ly-owned company connected motivat-
ing leadership with board composition:

“Our board is a balanced combina-
tion of long-term family-business
owners and external board profes-
sionals from different industrial back-
grounds.”
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As for listed companies, the perceived
lack of involvement the CEOs described
in the context of strategy and results de-
livery unsurprisingly resulted in a com-
paratively low approval of motivating
leadership as well. Meanwhile, the CEOs
of state-owned companies viewed their
board’s performance for this theme simi-
larly to strategic leadership.

Perhaps the most fascinating finding,
however, is that the PE-owned company
boards who excel in strategy and delivery
rank second-lowest for motivating lead-
ership.

Unlike with listed companies, this is very
unlikely to be due to lack of involve-
ment or motivation to help the CEO to
succeed. Instead, it could be due to too
much involvement, as suggested by this
PE-owned company CEO:

“We have to explain the same is-
sues many times during the month
in weekly, bi-weekly and monthly
meetings. Taking into account the
company size, the communication is
too intensive.”

Equally, as the PE world in general tends
to be driven by financial incentive, PE-
owned boards might assume that a fi-
nancial upside is all CEOs need in terms
of motivation and that their leadership
ability does not play a role. As another
CEO puts it:

“The majority of the members in
my board are private equity profes-
sionals, most of whom completely
lack leadership skills.”

94




Board independence and CEO

experience

Independent and non-independent boards have opposite
strengths and weaknesses. CEOs with short tenures are
less satisfied with board leadership.

Board as a leader performance
by independence of board members

Fully
independent
board

Majority of
members
independent

Majority of
members
non-independent

Categorised by board independence, CEO
tenure and CEO experience, the graphs
above illustrate the share of CEOs stat-
ing they agree or strongly agree with the
statement ‘1 am highly satisfied with how
the board acts as a leader’.

Besides board leadership in general,
board independence also had an interest-
ing impact on what the respondents stat-
ed as their board's strengths and weak-
nesses.

60%

63%

47%

Managing governance was seen as a
strength of independent boards and a
development area of non-independent
boards, while providing valuable exper-
tise and strategic leadership was seen as
a strength of non-independent boards
and a development area of independent
boards.
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Board as a leader
performance

by tenure in the current role

Less than 2 years

2-5years

More than 5 years

by CEO experience

First-timme CEOs

Second-time CEOs

More experienced CEOs

47%

63%

61%

60%

In addition, a further analysis of
the data revealed that the lower
approval of non-independent
boards is above all explained by
the perceived lack of motivat-
ing leadership. This could be sim-
ply because having a stake in the
company is not a predictor of
competence as a board member
or leader.

65%

Juxtaposed with how motivating
leadership was conversely a par-
ticular strength for family-owned
companies, this could indicate
that it is advantageous to have
board members who are person-
ally involved in the company, but
only when the board is comple-
mented with a sufficient number
of external professionals as well.

TURBULENCES OF THE EARLY YEARS

Few differences were found when the
survey results were examined by differ-
entiators of the CEOs themselves. The
only notable observation is that CEOs
who have been in their current role for
less than two years are less satisfied with
board leadership than others.

Part of this is certainly because more
support is needed at the beginning: in
our survey, new CEOs stated they appre-
ciate the expertise that the board pro-
vides but can feel overwhelmed by re-
guirements, and that they expect more
actionable and clear decisions from the
board.

The working relationship between the
CEO and the board also develops and
matures over time, and it is likely that
the CEOs and boards who have worked
together for more than 2 years would
have resolved any potential incompati-
bility issues by that time as well. Interest-
ingly, it appears that lack of experience
itself has no impact on how CEOs view
board leadership, as demonstrated by
how experience as a CEO does not seem
to affect results very much.



What ‘excellence’ looks like

The ability to contribute to strategy and strategic
decision making is the key differentiator, calling for
a future-oriented focus and competence relevant to

the business.

Performance of excellent boards vs all

Partnering in results delivery _- 90%
Motivating leadership — 80%

Bl Excellent boards

Excellent boards

N

All companies average

In this final section, we are examining the
top-performing boards through the 14% of
our respondents who stated they ‘strong-

ly agree’ that they are highly satisfied with
their board as a leader.

These respondents rated their board as
demonstrating excellence in strategic leader-
ship in 90% of cases (vs 49% in the overall re-
sults for all surveyed CEOs), demonstrating
excellence in partnering in results delivery in
90% of cases (vs 65%) and as demonstrating
excellence in motivating leadership in 80% of
cases (vs 43%).
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These top-performing boards are de-

scribed as having a firm grasp of strategy
goals and content, being forward-looking

and able to lead, as well as able to moti-
vate and show their appreciation for the
CEO.

Overall, strategic leadership seems to
be the greatest differentiator in which
excellent boards demonstrate good
leadership by:

Contributing effectively to
the strategy process and es-
tablishing strategic objectives

Bringing insight into the con-
tent of the strategy

Focusing the board agenda
and debate on value creation
and forward-looking topics

One CEO of a top-performing board
summarises:

“We have clear strategy done by
management and discussed and
agreed with the board. Owner tar-
gets were driving strategy setting,
and management has to be 100%
autonomous to implement the
strategy. The board is staying out of
operations and that is how it should
be.”

Many respondent comments also high-
lighted mutual trust and respect as un-
derlying factors fostering success, with
one such comment describing:

“The board is counting 100% on
management performance. It is a
great balance, and the MD is consid-
ered a colleague within the board.”



Conclusions

Together, the quantitative data and qualitative insight from
respondent comments draw a fairly harmonious picture of
how CEOs of major Finnish companies perceive boards as
their leaders. Generally speaking, the board’s support and
leadership are appreciated by the CEOs, who also feel the
boards trust them and value the work that they do.

There are certainly also some clear op-
portunities for development.

Large companies with independent
boards appear to have a somewhat me-
chanical approach to board work.

This means they take care of governance
and business monitoring at a high stand-
ard, working in a professional manner
and treating the CEO fairly, however they
also remain somewhat distant towards
the CEO and do not succeed in providing
sufficient business- or industry-specific
insight and subsequent strategic clarity.
This gap is particularly prominent for list-
ed-company boards.

At the opposite end of the spectrum, PE-
owned company boards contribute with
a strong strategic vision, agenda and in-
centive to perform well. At the begin-
ning of this report, we suggested that
besides competence needs, perhaps dif-
ferent expectations of leadership also
play a part in explaining the results.

PE-owned company boards in particular
would do well to take note of this, as they
clearly underperform in motivating lead-
ership. Supporting the CEO and seeing
them not just as a professional but also
as a human being, is inarguably a part

of modern leadership competence and
yields far better results than motivating
by financial incentive alone.

CEOs also need autonomy, freedom and
respect for their time - it is detrimen-

tal to their performance if they spend all
their time explaining themselves to the
board or being micromanaged by it.

However, while people skills are part of
good board leadership, this should not be
taken to mean they form the core of it.
Time and time again, the CEOs we sur-
veyed highlighted the importance of clar-
ity over what has been decided and what
is expected of them.
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Clarity, as perceived by the CEOs, is an
indicator not just of good board work-
ing practices but, most importantly, of
strategic leadership.

In our survey, strategic leadership also
set the best apart from the good. It is
founded on sufficient breadth and depth
of insight, ideally with people very in-
volved in the business in question sitting
on the board as a minority, with the rest
of the board consisting of professionals
with sufficiently diverse competencies to
match the company’s current needs.

Besides board composition, what the
board chooses to concentrate on also
matters: time management and agenda
setting need to facilitate forward motion
and future-oriented thinking instead of
focusing on numbers, retrospective anal-
yses and matters of governance. Then,
once the CEO leaves the board meeting,
hopefully energised and inspired, they
are also equipped with clarity over strat-

egy.

94

914

This allows them to feel supported and
sure about which way to steer the com-
pany not just within the immediate op-
erational context or as per the latest
roadmap, but also in terms of the com-
pany’s direction when it comes to the
wider scheme of things, its place in the
world and its journey through the un-
knowns of the future towards the envi-
sioned destination.
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