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We discuss changes in modern business models, including the impact of

technology platforms, data analytics, intellectual property, and most importantly

culture’s impact on brand. We show how these changes necessitate the modern
composition of corporate boards to include members with diverse and current
career experience.

Business model evolution inflected with internet commercialization. Over twenty
years ago, ecommerce companies pioneered a shift in business models to
“inside-out”, by having customers work by entering their own information and
order products.
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This started a multi-decade trend, further enabled by cloud and platforms, of
putting more and more of the work in external hands, resulting in new
platform business models such as Uber and Airbnb, where assets, inventories
and employees are all external. Incumbent companies are responding to this
new era through digital transformations, enabling dynamic pricing models,
fully digital retail, Al driven electrical grid balancing and autonomous ports,
and on-demand green electricity. To facilitate companies’ transition to this
new era, the modern boardroom must include a more diverse mix of both
career backgrounds and those with a natural understanding of today’s
diverse stakeholder landscape.

“Business model evolution inflected with
internet commercialization”

Brand, culture, consumers and employees have more
influence over a company’s value than ever.

“The Modern Board is expected to have a deeper connection to the
bench strength of the organization, shareholders and stakeholders
broadly. It should look out to the future and understand the key

imperatives the company must address to ensure relevance for today,
and a business that will thrive in a fast changing
technology-determined world. It is now insufficient for boards to be
made up of mostly retiring CEOs and financial experts. The Modern
Board needs a diversity of career backgrounds, global perspectives,
and stakeholder demographics.” - Coco Brown
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First, we explore how business models have transformed and where we may be
headed. Second, we look at how the composition and qualities of a high functioning,
modern boardroom can help companies flourish in this new world.

Platform network effects and the inside-out
business model

Large tech platforms have many structural advantages of past leaders like
Standard Qil, General Electric, and IBM, and gain those advantages through
leveraging scale (platform economics), data, costs, intellectual property, and
regulations. We explore each area in the context of the modern business model.

Early platforms like eBay and Amazon aggregated supply and demand. As more
competing suppliers join a marketplace, customers find that it provides more
efficient and less expensive service. Platforms build moats when a company
engages its users.

Platforms can be built to increase market share and customer loyalty for
traditional hardware and manufactured products, as iTunes and later the App
Store did for the iPod and iPhone. Once built, this ecosystem can support more
products. This is an opportunity for more traditional manufacturing companies to
see their businesses in entirely new ways through digital transformations.

With today’s analytics and Al, companies can use customer data to hone
marketing messages, build faster product feedback loops, and target spending
to maximize growth. Cloud-enabled fast data feedback cycles allow for new
dynamic pricing strategies. Personalization and Al-powered recommendation
engines use data in a virtuous cycle, driving customer loyalty and business
resilience. Dynamic customer focused demand response systems call for board
members with experience in customer facing data driven executive roles.
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One of the outcroppings of combining platform economies with network effects
on the cloud is the emergence of the network graph, which will only increase in
importance as Al engines improve. Simplified, this is a graph of the number and
strength of connections, data driven, between people, companies, memes,
emerging themes, and virtually anything. Network graphs highlight both
opportunities and vulnerabilities. This speaks to the importance of a diverse
board with both cybersecurity and modern platform business experience.

How do cost and scale “As we move into new business
models with the guidance of our

advantages Operate n board, we may be stymied or
this new era? protected by regulations.”

Powerful and strategic companies can lobby for more protective laws and
regulations. In building a board, keep in mind part of that balance and diversity
can come from regulatory experience and connections. Also, with new business
models, new regulatory concerns emerge. For example, fast feedback
recommendation systems have been criticized for potentially creating a
generation of digital addicts. Issues like this drive the need for a balanced board
to understand the concerns of all stakeholders. What of IP in this global,
borderless cloud-based world, and how might the modern board think of IP in the
context of strategy? IP is often thought not to bring the protections of years past.
A patent is only as strong as a company’s ability to defend it in court, and yet
building a strong patent library can still be a great competitive advantage. This
model still rings true for chemical, biotechnology, advanced materials, and more
traditional technology companies. Media companies use copyright to protect IP
and their stable of brands. Moreover, a company’s IP is the talent that walks in
and out of the doors each day and your entire network ecosystem if you are a
distributed platform. So, how does one build and protect the IP that does not
necessarily even work for the company but helps build its fortunes?
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Culture becomes more

strategically important than

ever before.

We often garner our lessons from the large
visible mistakes like Boeing and Wells
Fargo, as well as previous brilliant brand
recoveries like J&J and Apple. As the ESG
movement has highlighted, externalities
matter for companies and boards, and
considering impacts on all stakeholders is
more important when many platform
business models have unclear boundaries
in terms of who is a customer, influencer
and/or employee. The outside world tells
you what your brand is, and brand is the
key currency of trust with all stakeholders.
Your culture guides and protects your
brand, informing corporate actions.

Patagonia’s
environmental focus
drives sales and
loyalty, so announcing
they will no longer
make vests for
companies not in
alignment with their
mission meant a lot to
their loyal
stakeholders.

Patagonia was a turnaround story, suffering from the recession of the early 1990s
with 20% layoffs. They used that moment to re-focus completely on sustainability
which set the company apart for years to follow. Brand can develop the company
into a thought leader, increasing its ability to hire and price effectively. Thought
leadership in alignment with brand and culture can drive powerful customer and
employee loyalty.
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Each company needs to determine, with guidance
from its board, the blend of thought leadership,
politics, and social stances it wants to deploy to
support its brand through its culture.

There must be consistency and a sense of knowing where your company is
headed, and what its cultural and brand assets are that you want to protect:
desired cultural expression of your company. Full alignment flourishes when it
becomes a desired cultural expression of the company’s customers

Blurred Lines

One case in point was the walk-out of Google employees. These same people are
also Google customers and shareholders, so how should a company respond, and
how should the board be thinking about these events? How fast should a board
respond given the current speed of communications and ability for some events to
go viral? Negative reactions can come back to the company and quickly become
memes and shape corporate culture. How should a board engage public
sentiment?

A further point on blurred lines: consider the dominance of index funds in most
everyone’s financial and certainly pension portfolio. Most large institutional
investment dollars are in index funds. This means that your customers and your
employees are your shareholders. One can no longer make the distinction that
shareholder and stakeholder are different. Just ask Larry Fink, CEO of the largest
asset manager in the world at $7T.
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How and why is board composition responding
to these large business model shifts?

Coco highlights three fundamental shifts driving
the need for a 21st century Modern Boardroom:
these changes are unlike any seen in the fairly
consistent makeup of boards for the last 250
years. The rapidly evolving world we have been
describing is (1) punctuated by a shift in power
from business to consumer, (2) leading to the rise
of conscious capitalism, which both combined
have made way for (3) the rise of the feminine
archetype both in the C-Suite and the board.

1. Power shift from business to consumer

Companies of old used large brand campaigns to tell consumers what to
think, how to be, what was cool, and what to buy through branding. Now
consumers, influencers, and crowds tell companies what to sell and how
to behave. Ubiquitous and instant access to information gives a voice to
under-represented masses. That access is cheap and therefore sentiment
can spread very quickly. Remember the days when one counted the
minutes on an overseas call? No longer with free internet voice and video
at everyone’s fingertips. The public voice is also amplified by platforms.
Brand and sometimes culture are driven by the feedback companies get
from the external world. Leadership needs to understand the system is
fundamentally different.
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The speed of business innovation demands a more current set of experiences on the
board, not just CEOs and CFOs, but Chief Customer Officers, Chief Marketing
Officers, and Chief Product Officers to name a few — leaders in the organization with
the closest touch points to and understanding of the customer and the ecosystem in
which the company’s products and services play. Diverse modern board members are
focused on the true power of the customer: re-thinking the definition of who their
customer is and respecting how quickly customers can affect business outcomes. The
modern boardroom is comfortable with ambiguity and the changing definition of
employees, customers and stakeholders.

The rise of the stakeholder, of the consumer, leads to a push for boards to represent
the demographics in their ecosystem in terms of gender, ethnicity, generation, etc.
Diversity that represents the company’s constituents in all ways leads to better
business performance. Next, the increasing power of the consumer has given rise to
Conscious Capitalism, even in the financial markets.

2. Rise of conscious capitalism

Large institutions are voting against boards who do not understand that
purpose leads to profit as Larry Fink so perfectly points out. Purpose,
often expressed through ESG ratings, the UN SDGs, etc., is the
alignment of culture and brand in service to all stakeholders. Why are
the large institutional investors attending to purpose? They understand the
first point, that traditional shareholders really don’t exist anymore, and that
companies are no longer in charge of their destiny, consumers are. While
stock markets and analysts still seem to focus on quarter over quarter, and
it may still seem rare to hear an earnings call speak to purpose and
culture, one can rest assured, boards are hearing from pension funds,
activists and institutional investors about ESG.
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And, shareholders are voting against Nominating and Governance committee chairs
and board chairs who are not illustrating their commitment to modernizing their
boards in the ways we've been expressing. This is where we would argue that more
boards need CHROs on the board. CHROs are experts not only in the traditional
elements of board accountability — compensation, equity structures, succession,
evaluation — but also in organizational design, multi-generational, global, virtual,
digital workforces (many of which need tremendous retooling), and how purpose and
culture get systemically and successfully embedded into the workforce behavior.

Finally, the combined the shift of power to the consumer and the rise of Conscious
Capitalism have made way for the rise of the feminine archetype

3. Increasing role of the feminine 3 archetype in
modern business

According to Bain Consulting, 80% of public company failures are due to
lack of forward-looking capabilities around strategy and innovation: the
board’s failure to see the future business, product, market, people and
society. As the median tenure of a CEO has decreased from 10 years down
to 5 years (meaning half don’t last even 5 years), the board is the ultimate
steward of long-term company culture, prosperity and resilience. The
feminine architype (in both men and women) is more necessary in modern
leadership than ever. Once marginalized “soft skills” have recently been
re-emphasized by business schools and consultants. They include an
innate focus on communication and collaboration, the disposition to
operating in the service of others, an aptitude for nurturing and developing
others, and the willingness to show vulnerability, to admit what you don'’t
know in these rapidly changing times.
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Roles that were previously “under” another C-Suite role (i.e. CHRO reporting to the
CFO) or did not formerly have a seat in the C-Suite (i.e. Chief Customer Officer), now
are rising in importance and often report directly to the CEO in modern businesses.
The C-Suite is more diverse and the roles with more feminine attributes built into their
DNA (CHRO, CMO, CCO, CPO, etc.) are coming into parity in power with roles like the
CTO, CFO and CRO. These newly empowered roles have higher percentages of
women occupying them. Thus a mix-shift will naturally drive more gender diversity
into the modern boardroom. Modern leaders of all backgrounds have a role in the
modern boardroom.

Title Role % Women
CEO Chief Executive Officer 6%

CHRO Chief HR Officer 55%
CCO Chief Comms. Officer 47%

SVP St. SVP Strategy 39%
CCO Chief Customer Officer 35%
CMO Chief Marketing Officer 32%
CFO Chief Financial Officer 1%
CRO Chief Risk Officer 27%
CLO Chief Legal Officer 23%
CMO Chief Medical Officer 21%
CRO Chief Revenue Officer 19%
CIO Chief Information Office 19%

Sources: 2017 LinkedIn, ABA.org, Korn Ferry, Athena Alliance
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The Modern Boardroom is
rising to supportyou.

The emergence of the Modern Boardroom
represents a competitive advantage and
opportunity to keep our country and
industries moving forward in this new

hyper-connected world.




