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One of the biggest threats to Western 
companies today is their short-term 
approach to doing business. Most of us 
already know this – it has certainly been 
a topic of discussion for some time now – 
but very few organizations do more than 
pay lip service to what it means and the 
danger it represents. Yes, some business 
leaders talk about the need for long-term 
stability and growth, but it is still 
exceedingly rare to see them actually 
making the changes needed to do this. 

In many cases, business leaders point at 
the demands of the market and suggest 
that they simply do not have the power to 
make real changes. Markets and the 
short-term traders that dominate them 
want consistent, predictable quarterly 
results; they care about the latest figures, 
not the promise of success in the future. 
Business leaders say that they have to 
work with those demands or see their 
companies’ value fall. We would like our 
shareholders to have a long-term interest 
in the company and its success, they 
say, but the markets give a lot of power 
to bankers and financiers, and we cannot 
ignore that. It is almost as if they shrug 
their shoulders and abrogate 
responsibility for the way they run their 
company. 

Which leads us to the next, perhaps 
more controversial point: boards of 
directors helped to get companies into 
this position, and, until they change their 
composition, role, and importantly 
behavior, they will help to keep them 
there. We came to this conclusion after 
conducting research with more than 150 
CEOs, business leaders, and board 
directors at leading institutions 
worldwide. For too long board directors 
have been happy to let CEOs lead 
companies in the interests of short-term 
shareholders, but if they wish these 
businesses to succeed in the future, they 
must rebalance this relationship. Boards 
and CEOs must now work together to 
realign their relationship so that activities 
and decision-making are focused on 
long-term success, not just short-term 
results and survival. 

If companies – and their boards – do not 
do this, they face a direct threat to their 
competitive positions. This threat is

driven by two factors. The first is the 
growing volatility and uncertainty that 
shape our markets today and will only 
become more extreme as time passes. 
The second is the high-growth 
companies based in emerging 
economies that are drawing strength 
from their domestic markets and 
aggressively investing in their futures. If 
western companies maintain their short-
term mindset, which is often linked to a 
desire to protect and hold onto past 
successes, these new competitors will 
ultimately have them for lunch. 

We focus on the board because its 
ultimate responsibility is to the company’s 
owners – its shareholders – not the 
company’s management. (In the US, UK 
and Canada this shareholder-centric 
mentality is rooted in boards’ legal 
obligations, whereas in some Asian, 
European, and African companies, 
boards also have to take into account 
interests of employees and other 
stakeholders). But this responsibility 
raises an obvious question: to which 
shareholders are boards accountable? Is 
their job to represent short-term traders, 
or those interested in the longer-term 
success of a company? And how do 
boards define and ultimately represent 
these interests through their relationship 
with a business’s CEO and senior 
management team? 

How we got to where we are 
today: mercenary boards 
One of the main reasons why Western 
companies find themselves in this 
position today can be traced back 
through the history of corporate 
governance. Roll back to the early days 
where the typical board was little more 
than an old boys’ club: the CEO invited 
his contacts and friends, typically people 
with a very similar outlook to his own, to 
join the board, and they were generally 
happy enough to let him (or very 
occasionally her) get on with things. The 
role of the board at this point was less to 
protect the interests of shareholders than 
to protect the interests of the CEO; the 
idea of a director challenging the CEO 
about his or her decisions was almost 
unthinkable. 
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This started to change when businesses 
were hit by a series of multiple highly-
visible scandals from Enron to Parmalat. 
In the wake of this we saw growing 
shareholder activism and regulatory 
changes that created a major emphasis 
on making corporate governance more 
rigorous, financial practices more 
transparent, and management more 
accountable. This was – and continues to 
be – a good and necessary thing. But in 
parallel with this, analysts and activist 
shareholders have increased their 
scrutiny of the financial performance of 
firms, including emphasizing short-term, 
often quarterly reporting.  

The end result of this attention to detail 
on corporate governance is that boards 
have become more akin to an internal 
audit or risk function than they are to 
anything else. It has created a class of 
people who are professional board 
members, often sitting on eight or nine 
boards simultaneously. Actions related to 
financial reporting, risk management, 
reforms, and executive compensation are 
heavily scrutinized by shareholders, 
regulators, and governance rating 
agencies. Boards are being called on to 
devote their time to verifying and 
ensuring immediate compliance at the 
expense of other activities representing 
shareholder interests. 

One director told us: “Today you have to 
sign off on many areas where you don’t 
know in detail, or with certainty, what you 
are signing. Not only does this not feel 
responsible, it also makes one really 
uncomfortable. For many of our 
decisions, we don’t get to do due 
diligence, but we still have to decide what 
our assessment is. When decisions go 
wrong, we often hear people say ‘The 
board was asleep.’ They weren’t. They 
were probably working very hard. But the 
board is dependent on the perspectives 
and the data that’s presented to them.” 
However, this mercenary compliance and 
approval focus continues and, as a result 
of new regulatory requirements, the 
threat of penalties and a stronger 
emphasis on enforcement, directors are 
increasingly at risk of being subject to 
personal civil and criminal liability. 

So in the all-important relationship 
between boards and CEOs, the

emphasis of time-constrained, under-
informed and under-involved boards is 
largely on approving budgets and 
proposals put forward by company 
management and ensuring regulatory 
compliance. CEOs themselves face 
increasing pressure from analysts and 
markets, and the board members, who 
are the representatives of shareholders, 
simply follow along. In these conditions, 
long-term sustainable growth simply does 
not get sufficient focus. 

As one CEO put it: “We’ve given a lot of 
power to bankers and financiers. We’ve 
given them a high degree of control of 
the corporate agenda. But the whole 
concept of shareholder value is not what 
these analysts and their static models 
project.” Another said: “Members of the 
financial community used to recognize 
their role as being the oil that lubricates 
and enables the economic engine. Too 
often today they view themselves as the 
engine itself.” The danger of conceding 
the corporate agenda to financiers’ 
control is a challenge for business 
leaders and their boards. 

What businesses need from boards 
today is not an ever-increasing focus 
on approvals and compliance, or 
passive agreement to short-termist 
strategies, but rather recognition that 
they are shareholders’ representatives. 
Organizations need boards and directors 
with the time, energy, and ability to focus 
on the specifics of the business and what 
it will take for this business to succeed in 
the future. They also need boards with a 
willingness to stand up for their long-term 
interests against market pressures that 
push short-term interests. Unfortunately, 
too often what they get is people who 
read the papers on the way to their next 
board meeting and who know little more 
about the business than whether or not 
its numbers add up. In such situations it 
is hardly surprising that they give the 
CEO such a free hand on strategy. 

Why this matters 
Western businesses can no longer afford 
to prioritize the interests of short-term 
traders and shareholders, or to focus on 
governance at the expense of long-term 
strategy. Our research unearthed two 
clear reasons for this. 
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The first reason is the changing nature of 
the global playing field on which 
companies and their leaders will operate 
in the future. The vast majority of leaders 
that we interviewed recognized that the 
world is becoming more volatile and 
more uncertain in ways that will 
undoubtedly affect their organizations. 
With few exceptions, however, almost 
none were taking action to deal with the 
structural implications of such change. 
Many told us that they were constrained 
by the short-term orientation of market 
expectations today.  

The second and potentially more 
dangerous threat to developed-market 
businesses comes from what we see 
happening in high-growth markets. Our 
interviews, which included more than 70 
CEOs and leaders from these markets, 
suggested that they, and their 
companies, have an entirely different 
mindset about the future compared to 
developed market CEOs. They expect to 
own the future, whatever it takes, and 
they are prepared to invest aggressively 
to achieve this. Our research uncovered 
impressive levels of ambition. Take the 
CEO of an Indian consumer goods 
company whose organization’s market 
capitalization had increased by 35 times 
in the last ten years. Not content with that 
achievement, he led the company’s 
launch of a new “10x10” strategy for the 
future: targeting growing 10 times in 10 
years. According to this CEO, “If we only 
make it to 8x10, we will do that, and it will 
still be workable.” 

Then there’s the CEO of a Chinese tea 
company whose plan is to dominate the 
Chinese domestic market before setting 
out to become the global leader. Another 
Asian CEO told us: “If we don’t double 
our size every two to three years, we will 
soon become irrelevant.”  

Contrast these growth ambitions with 
those found among developed-market 
CEOs and the gap is clear. Our 
interviews in Europe and North America 
found that firms there are more interested 
in protecting what they have and clinging 
on to the traditional ways of doing 
business. When they want to grow, for 
example, they tend to go for acquisitions 
and consolidations that will look good on  

the balance sheet and help their earnings 
per share. While many developed market 
companies are aggressively investing in 
the high growth markets, they often are 
doing it by imposing existing business 
models and mindsets and, importantly, 
using these operations to meet short-
term growth objectives. Taken together, 
these protective and short-termist 
approaches make it enormously difficult 
to make the investments in capital, 
mindset, and operating models that are 
required to compete in the future. 

Interestingly, many of the high-growth 
CEOs we interviewed indicated that they 
were even becoming less interested in 
joint ventures with companies from 
developed markets. This is a clear 
indication of the magnitude of the changes 
underway. These joint ventures used to be 
an important source of learning, but now 
many say they can learn everything they 
need in a year or so, and that after that the 
Western partner starts to act as a brake 
on expansion because their bureaucracies 
and traditional mindsets cannot adapt to 
the pace of change in the growth markets 
of the future. 

If we continue down this path developed 
market competitors will eventually be 
overtaken and perhaps marginalized 
entirely. The primary territories which offer 
significant growth in the coming years are 
the non-traditional “BRIC and beyond” 
markets, and to win there requires a great 
deal of investment, flexibility, and an 
openness to new ways of working and 
thinking. Businesses need to prepare 
today for a future that will be more volatile 
and far less certain than the environment 
in which they currently operate. 

However, we are not arguing that 
developed market companies need to 
adopt the management practices or board 
models used in high-growth markets. 
What they need to do is align their 
leadership with the long-term interests of 
the business, open their thinking to new 
possibilities, and stop always looking to 
old ways of doing things. They need to 
invest today to create the options that will 
be necessary to compete not in our 
mature, stagnating markets, but those that 
offer real possibilities for growth in the 
future. 

(…) many of the high-
growth CEOs we 
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To make these changes we need to think 
about who can influence and shape the 
agenda of the CEO: the market, through 
analysts; regulators; and boards. 
Changing capital markets simply is not 
going to happen, while changing 
regulators will not make any difference. 
We could wait for a visionary CEO to 
come along and make the change 
himself or herself but, while this does 
happen, we could be waiting some time. 
The only structural way to do this is by 
looking at boards and refocusing the way 
in which they operate so that they are 
better able to steer firms towards a 
sustainable long-term future. 

Where we need to be: 
missionary boards (see table 
below) 
Businesses do not need mercenary 
boards filled with people who can read 
balance sheets or assess risk registers; 
they can – and indeed, already do – 
appoint professional auditors to do those 
things. What they need is a missionary 
board: a group of people with a deep 
understanding of the business, relevant 
experience, and willingness to challenge 
and influence the CEO in the name of 
shareholders who have an interest in the 
long-term, sustainable success of the 
business. They need to be evangelists – 
missionaries – who want to lead the 
businesses towards the right path. 

Companies today need to be prepared to 
prioritize the interests of long-term 
shareholders over short-term 
shareholders – who are really just traders 
rather than owners in any meaningful 
sense. Theoretically, board directors are 
there to represent the interests of all 
shareholders. However, there are clear 
differences in the interests and focus of 
different types of shareholders. Some 
invest in companies solely on the basis of 
the potential for immediate returns from 
price volatility, irrespective of whether 
this volatility is upward or downward. 
These short-term owners have no 
interest in the future success, or even 
survival, of the company. By contrast, 
longer-term shareholders have a greater 
interest in the longer-term success of a 
business. We believe that management, 
and boards, owe their primary 
responsibility to those with a longer-term 
interest in a business. Traders do not 
value businesses for what they create or 
what they contribute. They view them 
simply as commodities, as they would 
any other trading instrument. They are 
not interested in the fact that only 
businesses can create real value; they 
only care about what they can offer when 
playing the markets. Going back to our 
earlier point, it is fair to say that they see 
financial institutions not as the oil in the 
economic engine but as the engine itself 
– and thus they see businesses as 
nothing but interchangeable parts. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 1: Mercenary versus Missionary boards 

 
Mercenary boards 

(Bureaucratic compliance 
committees) 

Missionary boards 
(Representatives of long-term stakeholders) 

Board role 
Formal approvals 
Ensuring regulatory compliance 
Risk mitigation 

Supervising short-term operations 
Ensuring organizational preparedness for sustainable success 
Shaping and protecting institutional vision and purpose 

Composition Prestige directors 
Specialist directors 

Diverse, committed individuals with strategic and institutional 
insight 

Way of working Individuals  
Focused committees 

As a team committed to the sustainable success of the 
organization 

Relationship with CEO 
& management 

CEO plays strong part in determining 
the board’s role 
Mixed levels of transparency and 
challenge 

Transparent and trusting 

Chairman’s role Manage board processes 
Oversee committee activities Responsible for successful functioning of the board 

Focus Ongoing compliance 
Short-term financial performance Long-term sustainability of the organization 

The only structural way to 
do this is by looking at 

boards and refocusing the 
way in which they operate 

(…) 

What they need is a 
missionary board: a group 

of people with a deep 
understanding of the 

business, relevant 
experience, and 

willingness to challenge 
and influence the CEO (…) 
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Prioritizing long-term shareholders requires 
boards to help move the company from 
having a vision, which is often little more 
than a marketing slogan, to being truly 
“vision-led”, and from having a mission 
statement on the wall to being “purpose-
led”. This means moving beyond the 
current dominant focus on today’s markets, 
competitors, customers, and capabilities to 
develop a perspective on how future trends 
are reshaping the world. Company 
leadership, including the missionary board, 
should define the direction in which firms 
must evolve to prepare for this future. 
Being a purpose‐led organization 
emphasizes creating the internal 
alignment, focus, and guidelines that 
shape the direction of company activities. 

For a missionary board, vision and 
purpose become fundamental building 
blocks in supervising and working with the 
CEO and senior company leadership in 
setting the future direction and agenda of 
a business. While supervising short-term 
performance and regulatory compliance 
remain important board tasks, a strong 
focus on ensuring long-term success, 
which requires more direct involvement of 
the board, must move to the fore. 

Making the change 
Creating such a missionary board, and 
persuading chief executives to engage 
with and listen to it, will take both time 
and some fundamental changes in the 
composition, role, and behavior of the 
board itself. Technically and legally, 
CEOs report to the board, but on a 
practical level many treat it as little more 
than a formal approval process. One 
CEO we interviewed said: “If the board 
starts to interfere in the day-to-day 
process, it’s fatal. If they think they have 
to, they should just get rid of the CEO.” 

A director, on the other hand, told us that 
boards want CEOs to ask their opinion. 
He said: “Many boards want very much 
to contribute to the company; they want 
to be involved and listened to. Many 
directors are looking for the CEO to say 
‘What do you think? How should we do 
this?’. When that dynamic exists, it can 
be pretty powerful. But the CEO has to 
want to do it. Some CEOs are good 
listeners, but many aren’t. And if they

aren’t good listeners, then there’s no 
sense talking.” 

While the sentiment expressed by the 
CEO suggest a certain degree of 
arrogance, it is impossible not to 
sympathize with his concerns. After all, a 
director’s input will only be useful to the 
CEO if he or she has a deep 
understanding of the company – which is 
why it is clear that organizations need to 
do much more to ensure that board 
members are able fully to understand the 
business of the company they serve. It is 
only under these circumstances that 
boards can provide the valuable strategic 
input for their organization. 

There are several high-profile 
organizations beginning to do this. One is 
Nestle, under the guidance of Peter 
Brabeck-Letmathe, its current chairman 
and former CEO. Nestle’s board 
supported and enabled the company’s 
move from its foundations as a food and 
drink business to a more modern nutrition 
company, and is now guiding it towards 
becoming a personal wellness company. 
This long-term oriented approach, which 
allowed it to deepen its relationship with 
customers, is now being developed 
further still as the company is reshaped 
as a wellbeing business. It no longer sells 
only commoditizing products; it also sells 
the much more sustainable promise of 
long-term wellness to its customers. 

Paul Polman, the CEO of Unilever, is 
another leader who is working with his 
board to make significant strategic 
changes. The consumer-goods giant is 
now beginning to offer striking evidence 
that Polman’s policy focusing on long-
term shareholders and refusing to bow to 
the demands of short-term traders who 
profit from market volatility need not 
compromise short-term success. In both 
these cases, the boards have begun to 
play a role in supporting the transition 
underway, but we believe that building a 
truly missionary board could take even 
these companies even further. 

The who as well as the what 
Moving from a mercenary to a missionary 
board is not simply about the role of the 
board or the issues on which it focuses; 
it is also about its composition –
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vision and purpose become 
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senior company leadership 
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the directors who, individually and 
collectively, facilitate the transformation. 
Creating a missionary board means 
finding new types of directors and 
establishing new ways of working within 
the board, and, most importantly, with the 
CEO and senior company leadership. 

Our interviews suggest that making these 
changes will not be easy. Altering the 
board’s way of working and its 
relationship with the CEO is probably one 
of the most significant challenges in the 
transition from mercenary to missionary 
boards. It will involve building 
transparency and trust – two 
characteristics often missing in today’s 
mercenary boards. Only then will there 
be an effective forum for exploring 
options and challenging the thinking and 
perspectives of company leadership. And 
only then will the board be able to make 
a strong contribution to supervising and 
shaping the long-term vision and purpose 
that will ultimately establish and shape 
the agenda, activities, and direction of 
the business. 

Building a missionary board requires 
change on both sides, but the starting 
point has to be trust. “Trust is absolutely 
crucial,” one former CEO, now the 
director of several large companies, told 
us. “You can have the best short-term 
plans, but if the guys who are governing 
the institution do not have full trust in the 
plan and what is behind it, things start to 
go wrong. Today so many CEOs view the 
boards as just places to get approval. But 
the relationship between a CEO and a 
board has so much more potential.” 

While boards typically do not and should 
not get involved in the actual operation of 
the business, directors’ ability to do their 
job is highly dependent on their 
relationship with the CEO and company 
leadership. Evidence from our research 
suggests that many CEOs already 
struggle to take directors’ views into 
account. One highly-experienced director 
told us: “The CEOs that really consult 
members of a non-executive board, 
tapping into their skills and experience, 
are very rare. It is very difficult for a CEO 
to go to a board and say ‘This is what I’m 
thinking. What do you think?’ Also 
directors may not be active enough to

really understand what is going on in a 
company. Most are not drawn to be on 
the board to really engage with 
management; they are motivated by 
some other reasons.” 

Just as directors need take more time to 
engage with the company, CEO need to 
open up about what they are thinking and 
the data which informs them. Openness 
on both sides helps to create a board that 
allows much more robust debate and in 
turn delivers stronger, more thoughtful 
strategic guidance. “The best boards are 
transparent boards,” one director told us. 
“I work with one CEO who is the most 
transparent that I’ve ever seen. He lays 
all the cards on the table. It seems 
there’s nothing he’s afraid to tell us and 
ask our opinion about. Likewise, the best 
boards are the boards that have people 
that will express their opinion rather than 
just go along with everyone else when 
they don’t really agree with something.” 

The independent chairman’s 
role  
The chairman plays a major role in how 
the board works and whether that board 
operates on a mercenary or a missionary 
model. It is the chairman’s job to shape 
relations with the leadership of the 
company, structuring the tasks and focus 
of the board, guide the selection of board 
members, and create the environment in 
which the board works. The chairman is 
also responsible for working with, 
coaching, and supervising the CEO. 

For all these reasons, it is questionable to 
combine the role of chairman with that of 
CEO, as is still common in a number of 
US-based companies. It is only with an 
independent chairman that a missionary 
board will have the strength and focus 
needed to represent the interests of its 
long-term shareholders, and to provide 
both support and challenge to 
management. 

And it is only with leadership and 
guidance of an independent chairman 
that missionary boards are created. “First 
of all, the chairman has to change,” one 
director told us. “They have to want to be 
the conscience of the company and the 
supreme court of the company. This 
raises the important issue of who
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chooses the chairman of the board. As 
long as it’s a CEO who wants to keep 
running the show, this change in the role 
of the board won’t be enabled.” 

The demands on the chairman of a 
missionary board are significant even 
when the transformation to the new 
model is complete. Some of the 
executives we interviewed went so far as 
to suggest that the chairman has a 
special responsibility for a firm’s long‐
term performance. “The board chairman 
needs to look out for the really long 
term,” one told us. “It cannot be the CEO, 
because the CEO is too busy and will 
always be measured and benchmarked 
against current markets and competitors. 
A CEO cannot afford to really differ much 
from the market’s expectations.” 

The chairman needs to find a balance 
between supporting the CEO and 
ensuring that major topics are put on the 
board’s agenda. This involves a serious 
time commitment; several interviewees 
said that being an effective chairman can 
mean working up to three days per week 
in the company. 

Conclusion 
Gone are the days of prestige 
appointments, when a director served on 
10 or more boards. Gone are the days 
when the board’s involvement was 
limited to attending formal meetings. 
Business has entered the era of the 
missionary board, for all that we are still 
in its very early days. Organizations are 
now starting to realize they must identify 

and attract long-term owners and 
stakeholders rather than focusing on the 
demands of analysts and short-term 
traders if they are to build sustainable 
success. They are beginning to 
understand that their boards must have a 
clear view of their purpose and a 
commitment representing the interests of 
those long-term owners – that they must 
become missionary boards. 

But the evolution to a missionary model is 
not, as we have seen, a simple change. It 
is one that requires both CEOs and 
directors to think, act, and work differently. 
It requires entrenched attitudes and 
relationships to be shaken up, or even 
replaced entirely. It would be easy for a 
business leader to look at such changes 
and decide they are too unsettling, too 
demanding, to be worth the effort. It would 
be easy, in the short term at least, to 
continue with business as usual. 

Such a decision would, however, 
condemn that leader’s organization to an 
inevitable decline. The only realistic 
option for companies competing in 
today’s increasingly volatile, uncertain 
world is to prepare for the long term. 
Focus on short-term success will simply 
not stand up to the pressure created by 
the emergence of challengers from new 
high-growth markets. 

A missionary board can help build your 
organization into one that achieves long-
term success that will be sustainable for 
generations to come. The question, then, 
is whether business leaders are prepared 
to build missionary boards. 

 

 

 

 

 

 

 

 

 

 

 

“The board chairman 
needs to look out for the 

really long term,” one told 
us. “It cannot be the CEO, 

because the CEO is too 
busy and will always be 

measured and 
benchmarked against 
current markets and 

competitors. 

It is one that requires both 
CEOs and directors to 

think, act, and work 
differently. It requires 

entrenched attitudes and 
relationships to be shaken 

up, or even replaced 
entirely. 

About the authors 

Thomas Malnight is a Professor at IMD undertaking the Leading in a Connected Future (LCF) 
research initiative. He is also a co-founder of Strategy Dynamics, Ltd and www.globaltrends.com. 

 
 

Kees van der Graaf knows China from his role as Senior Executive and Unilever Board member 
when he laid the foundation for Unilever’s Wall’s Ice Cream business. He was an Executive-in-
Residence at IMD in Lausanne, Switzerland from 2008 to 2011. 

 

Inna Francis is an economist and an award-winning business case writer. She is a co-founder of 
Francis Developments - Swiss-based international business consultancy. 


