
This article is based on a study of 
Finnish companies’ board effective-
ness and conducted by the Direc-
tors’ Institute of Finland (DIF), Hei-
drick & Struggles and McKinsey & 
Company in spring 2014. This coop-
eration sheds new light on a topic 
that has not received sufficient 
attention to date in Finland. 

The aim of the study was to 
gather insight on Finnish boards of 
directors (BoDs); compare them with 
global BoDs, and suggest ways to 
further improve the effectiveness of 
Finnish BoDs. The DIF’s board effec-
tiveness study was done through an 
on-line survey for all DIF members, 
with a response rate of 19% (n=93 
out of 494). 

The study highlights unique char-
acteristics of Finnish boards and pro-
vides interesting insights on behav-
ior, performance and development 
needs, in comparison with interna-
tional research by the contributors 
to this article, McKinsey & Company 
and Heidrick & Struggles. 

In general, Finnish BoDs focus 
more on strategy and long-term 
planning, than their international 
peers. They, also, work efficiently 
and feel strongly about their impact 
on their respective companies.

However, the quality of board 
work is uneven. On the aggregate 

Organizational health 
and leadership talent 
as the next wave of 
BoD development

level, only 15% of Finnish BoDs 
stack up to an internationally bench-
marked level of good performance. 
It is most concerning that the BoDs 
with most development needs do not 
tend to feel a clear need to improve, 
and are unable to articulate a clear 
development agenda. 

The survey findings give a clear 
development roadmap for Finn-
ish BoDs. BoDs that already per-
form well would benefit from addi-
tional focus on succession planning, 
leadership talent, and from finding 
new ways to bring in forward-look-
ing insights to their thought pro-
cess. The average BoD appears to 
require more focus on true strategy 
debate, as well as, on organizational 
health metrics and leadership talent. 
Finally, BoDs of companies in acute 
crisis would benefit from members 
with very specific turn-around expe-
rience.  

Finnish boards are unique in being  
focused on the long-term, and effi-
cient use of their time. Although, 
only spending 21 days on average 
for board work, annually per mem-
ber, Finnish boards focus more 
effectively on long-term issues (38% 
of time) than a global reference sam-

ple (28 days and 20% respectively). 
They also feel impactful. The major-
ity of respondents find their input 
to have had at least a “high” impact 
on the company’s financial perfor-
mance. 

Finnish boards also tend to 
put emphasis on practical execu-
tion and performance management. 
However, global high-performers 
spend roughly double the time on 
BoD work (Finnish boards 21 days 
and global high-performers 40 days 
annually).

Most BoDs report having a good 
level of core governance processes 
in place, and a clear role division of 
Chairman and CEO. According to the 
respondents, board meetings and 
preparation for them are given the 
required effort from management. 
Most board members are also satis-
fied with the discussion and presen-
tations in the meetings, and they are 
content with the contribution and 
preparation of other board mem-
bers. However, they do recognize 
that many boards are dominated by 
a few members.

the drive to develop 

We compared the personal reports 
on individual performance of Finn-
ish boards in various aspects of 
their work to our international 
samples. Four clear groups emerge: 
About 15% of Finnish boards stack 
up to international good perform-
ers. Another 45% are average per-
formers, and 35% are struggling 
boards with fundamental develop-
ment needs. The remaining 5% are 
boards of crisis companies, a sepa-
rate group with very specific needs. 

Typical to best-performing BoDs 
internationally, Finnish good per-
formers excel in turning discussions 
into decisions, which are systemati-
cally followed up.  Their agenda cov-
ers the full spectrum from strategy 
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and finance to non-financial issues 
and metrics, including leadership 
pipeline and active risk monitoring. 

Members of these BoDs set 
themselves an ambitious develop-
ment agenda, expressing a desire 
to spend more time especially on 
understanding trends and debat-
ing strategic alternatives. The will 
to seek new ways to develop their 
own practices and the appreciation 
of self-evaluation differentiates them 
from the weaker performers. 

Average BoDs differ from good 
performers by devoting less effort to 
non-financial issues on the agenda. 
They also rate lower in how they eval-
uate their own performance and fol-
low up on decisions. Yet in most areas 
they demonstrate solid performance. 

A significant proportion of 
boards have more challenges. Typ-
ical to these struggling BoDs, dis-
cussions do not turn always into 
decisions and the management 

responsiveness to execute them is 
seen as relatively weak. Many of 
these BoDs also feel they are lack-
ing a clear, shared vision. Prevalent 
profitability challenges force to use 
time for financial performance man-
agement, leaving less time for ana-
lyzing improvement opportunities 
and understanding trends. 

The state of core governance and 
compliance actions is seen as unsat-
isfactory by many of the respond-
ents. Struggling BoDs, also, tend 
to be less ambitious in their devel-

opment agendas. Decision-making 
capability and interaction with the 
management are often identified as 
development areas.

In general, at least 50 % of a com-
pany’s long term success is driven 
by organizational health; the ability 
to align, execute and renew itself 
faster than competitors. The best-
performing boards internationally 
have these topics continuously on 
their agenda, since traditional finan-
cial metrics alone do not capture all 
the required elements for success. 

Good Finnish BoDs are quite sat-
isfied with their ability to review 
organizational structures, capabil-
ity needs, key talent performance 
and pipeline. Less strong BoDs are 
not investing similar time on organ-
izational health topics. However, all 
respondents recognize strongly the 
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need to focus on long term organiza-
tional health to strengthen the per-
formance of a company.

With regard to leadership talent 
and succession planning, good Finn-
ish BoD’s recognize the need to fur-
ther improve their engagement. Less 
strong boards are a bit more hesi-
tant to put additional focus on these 
topics.    

Succession planning is one of a 
BoD’s main tasks, but still boards 
spend only an average of 2 hours a 
year in planning key leaders’ succes-
sion, and typically only 50% of BoDs  
have a documented profile on com-
petences, experiences and personal 
requirements for the next CEO. All 
respondents agree that more atten-
tion and time should be invested in 
defining the CEO criteria and plan-
ning for the successor. Larger compa-
nies emphasize the importance more 
than others.  

In comparison, based on our 
international research, the key in 
planning succession is an on-going 
process, where BoDs should invest 
time and thought regularly to con-
sider their situation and at least 24 
months before the existing CEO 
is leaving their role.  The best-in-
class BoDs are using their processes 
actively to monitor bench strength 
regularly by assessing and bench-

marking internal candidates against 
potential external candidates.

Finnish BoDs are in a good position 
to build on their strengths which 
include a progressive mindset; strong 
financial performance management; 
and efficient use of time. How-
ever, clear themes for development 
emerge, which are detailed below: 

Good BoDs should build fore-
sight and focus also on organiza-
tional performance. Interaction with 
other stakeholders helps deepen the 
insights on trends. More time spent 
with non-financial metrics, leader-
ship talent and succession planning 
would strengthen organizational 
capabilities. Best practice bench-
marking and systematic evaluation 
of board performance prevent the 
risk of slipping towards the average.

Average BoDs should follow up 
the execution and build a mind-
set of continuous improvement for 
board performance. Average boards 
should adopt the 360-view to board 
work from the good ones and add 
emphasis on non-financial perfor-
mance; organizational health and 
leadership talent. Systematic evalu-
ation is needed in evaluating boards’ 
own performance. Execution power 
could be increased with effective 

practices of following up manage-
ment’s actions on key decisions.  

Struggling BoDs should build  
board capabilities and processes, and 
form a shared vision. These boards 
should set targets for a desired board 
composition and develop their inter-
nal working practices. More time 
should be allocated to trend anal-
ysis and debate on strategy, result-
ing in a shared vision and direction 
for the company’s future. Basic pro-
cesses such as risk management and 
core governance need extra focus, as 
do organizational health and leader-
ship talent. Willingness to improve 
board work should become a built-in 
imperative. 
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Financial performance reports

Non-financial performance reports

Compliance and risk

and ambition

Strategy and M&A

Leadership talent

Organizational health

Size, diversity and competences

Selection and on-boarding of members

Reviewing own processes

Turning discussion into action

Interaction within BoD and with mgmt.

Crisis

Satisfactory time usage 
/ performance

Strong ambition to improve

To some extent satisfactory time 
usage / performance

Some ambition to improve

Unsatisfactory time usage / 
performance

No recognized need to improve
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