THE
GOVERNANCE
INSTITUTE

=

Ni Board Chair Focus

HEALTH

JANUARY 2024

Collaboration Is Key to Addressing
the Tech and Trends of 2024

By Jena Abernathy, Senior Client Partner, CEO and Executive Search, Sector Lead, Board
Services, Korn Ferry

This year will bring challenges and opportunities as
healthcare providers, payers, and suppliers work to create
healthcare that fits the criteria of predictable, personalized,
and equitable.

They're likely to face the barriers and roadblocks of regulation, financial shortfalls,
workforce shortages, and archaic systems. But they will also make gains as they:
Work toward a sustainable healthcare system via strong financial, operational, and
clinical performance.
Blend face-to-face, virtual, and at-home care to create a digitally connected, patient-
centric experience.
Make the business case for health equity and improved outcomes through multi-sector
collaboration.
Analyze legislative and regulatory mandates to enhance compliance and drive strategy.
Facilitate innovation through technology despite tight budgets, complex regulations,

and escalating consumer demands.

Boards will also zero in on CEO turnover, cybersecurity, artificial intelligence, and
sustainability, as well as digital-first investments, workforce, alternative care delivery,
optimized operations, and mergers and acquisitions.

Each issue will require hands-on knowledge of governance, ongoing education and
training, and, most importantly, communication and collaboration between directors,

C-suite executives, and multiple stakeholders.
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CEOQO turnover is occurring at a rapid rate. According to a Challenger, Grey, and Christmas
report, more than 1,400 CEOs have stepped down from their positions between January
to September 2023, marking an almost 50 percent rise from the 969 departures over the
same period in 2022

CEOs viewed the wrap-up of the COVID-19 crisis as an opportunity to retire or resign in
search of new opportunities. Other CEOs were forced out, often as a result of chronic

inflation, disrupted supply chains, and recruitment challenges.

Even with this well-known increase in turnover, many healthcare boards don't have

effective succession plans in place. According to The Governance Institute’s 2023 biennial

survey of hospitals and healthcare systems, 79 percent of boards recognize that the CEO
(and other senior executive) succession planning is a critical responsibility of the board,
yet only 43 percent of boards report having a written, current CEO and senior executive
succession plan.2

Addressing CEO and C-suite turnover calls for collaboration between board nominating,
governance, and compensation committees, chief human resources officers and talent

management professionals, and external experts in leadership, search, and compensation.

Together, these entities can respond to C-suite disruptions and emergency successions
while sustaining operations, financial performance, and strategic execution. With
integrated input from internal and external sources, they can:
Adopt the process of “progression planning.” This involves looking at the organization
from a long-term perspective to help develop the next generation of leaders and
potential CEO successors. It is considered a best practice and elevates the board's
approach to CEQO succession planning.
Build consensus and alignment on a future CEO's skills, experience, and leadership
capabilities.
Decide who will orchestrate and direct the planning process. Typically, the board is
responsible.
Consider creating a separate succession plan to address crisis or emergency
contingency planning. Interim CEOs are not always considered as the long-term
potential successor; they are identified to provide stability during the transition period.
Benchmark a pipeline of internal and external candidates with the right mix of

knowledge, skill, experience, and leadership traits.
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Evaluate potential internal candidates through criteria such as their mindsets, drivers,
and motivation. Think about what experiences they need to be viable as a potential
successor and accelerate their development.

Accelerate the transition of a new CEO and C-suite executive with a robust plan of
action to align the executive's personal purpose, vision, and brand with the

organization’s strategy.

Boards can steer clear of potential roadblocks by analyzing the trends that will shape
the healthcare organization’s future—from digital transformation, mission/purpose, and
sustainability to the hybrid workforce, patient centricity, and generative Al.

Tackling cybersecurity in 2024 calls for collaboration between board audit and
cybersecurity committees that oversee the development of cybersecurity policy and lay
out standards that mitigate organizations’ vulnerability.

Other collaborators will include board members with IT and cybersecurity expertise and
C-suite executives, including chief information officers, chief information security officers,
chief data officers, and chief digital officers. Boards will also gain insight from external
experts in cyber risk attack prevention, incident response, and the impact of generative Al.

Boards will provide strong oversight of cyber risk if they engage with the CEO and
relevant C-suite executives, access external expertise, obtain regular data, information,

and reports from senior management, and follow these steps:

Integrate cyber risk into strategic decision making by providing oversight on multi-factor

authentication and accountability for third-party risk and vulnerability management.
Track and evaluate the level of cyber resilience by analyzing data backup of systems,
resources for breach prevention, response, and recovery, and the quality of cyber
insurance coverage.

Analyze directors’ knowledge, skill, experience, and leadership on cybersecurity,
followed by conversations and education on the organization’s cyber risks, motives and
strategies of threat actors, and the clinical, financial, and operational impact of

cyberattacks.

Directors can address the challenges of artificial intelligence through board technology,
Al, risk, audit, and cybersecurity committees, and the involvement of C-suite executives
in digital transformation, information systems, cybersecurity, and clinical care. Equally

3

© The Governance Institute | Governancelnstitute.com


https://www.governanceinstitute.com

important is leaning on external experts on the legal, financial, ethical, operational,
strategic, and clinical dimensions of Al.

Together, directors, executives, and external experts can evaluate Al's potential impact,
the organization’s position as an Al leader or follower, the responsible use of Al, and new
and emerging Al regulations.

While C-suite executives implement Al, directors provide management oversight,
analyzing Al's impact on strategy, risk management, and innovation. To do so, they must
understand Al's opportunities and limitations, oversee Al risks and controls, and monitor
Al regulations.

Directors can seize opportunities for Al-driven innovation while addressing risk, cost-
benefit, and regulatory pressures by following these steps:
Enhance directors’ knowledge and understanding of Al by tapping the expertise of
C-suite executives and external experts. Zero in on Al’s capabilities, case studies,
business models, risks, and responsible use of the technology.
Analyze Al's impact on operational, financial, and clinical performance by challenging
management to provide data, information, and regular reports on Al’s impact.
Address talent management by analyzing the need for additional Al knowledge, skill,
experience, and leadership vs. reliance on the expertise of existing C-suite executives
and external sources.
Analyze Al's benefits to the organization, including how Al could transform interactions
with employees, patients, partners, competitors, and other stakeholders.
Review the costs of Al, including the costs of training workers in Al, creating a skill-
building culture, and driving innovation by seizing fresh business and clinical
opportunities.
Orchestrate a plan for Al oversight by examining the impact and cost of broader digital
transformation. Ask for a debrief on digital transformation strategy, including the plan
for Al, and how it aligns with clinical, operational, and financial strategy.
Share Al information and insights with internal and external stakeholders, including
how senior management and clinicians use Al to remain competitive and how
safeguards protect employees, patients, suppliers, and other stakeholders.
Recognize the ongoing role of board oversight and guidance in cost-benefit, risk, and
regulatory analysis, identification of opportunities for clinical and business innovation,

and fostering responsible use of Al.
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Board chairs lead the board while representing the board in interactions with
stakeholders and the CEQ. Following are recommendations for enhancing
interactions between board chairs, board members, CEOs, and stakeholders:
Use board chairs as enablers. The best chairs accelerate board performance via
careful curation of agenda items and management of board discussions.
Tap board chairs' ability to engage board members via messaging, one-on-one
conversations, and managing disruptive or rogue directors.
Empower chairs to motivate and encourage board members via analysis of board
performance, education and training, and the sharing of personal knowledge and
expertise.
Nudge board chairs to reach out to stakeholders, prioritizing performance
over compliance while focusing on regulations to minimize the risks of
non-compliance.
Ensure that board chairs represent the board in conversations with the CEO.
While some board chairs coach and mentor CEOs, others act as strategic
advisors. Among the best options is collaboration—a close, structured interaction
between two professionals of equal status operating with shared goals.
Look to board chairs to work with directors in creating a framework for executive
action, which typically features goal setting, allocation of resources, and
established rules and accountabilities. The best chairs initiate and orchestrate
frameworks but stop short of monopolizing them.
Seek board chairs who blend authority with humility. The best chairs earn the
respect of directors, executives, and stakeholders. They guide boards through
tough decisions like the termination of a CEO, but resist using the board as a
platform for self-aggrandizement.
Appoint and develop board chairs who can balance long-term helicopter views of
the healthcare industry and society with organizational knowledge and insight.
Appoint board chairs with a balance of hard and soft skills. They should be imbued
with patience and restraint but skilled in listening, questioning, and framing. The
best board chairs understand how to act as enablers and facilitators rather than
decision-makers.

Recommended Resources:
“The Crucial Role of the Board Chair” (The Governance Institute)
“How to Be a Good Board Chair” (Harvard Business Review)
“Five Qualities That Make a Good Board Chair” (Fortune)
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In response to the backlash and confusion surrounding the environmental, social, and
governance (ESG) movement, a growing number of organizations have opted to reframe
ESG as sustainability in the environment and climate, people, and business.resources, and
ESG/sustainability committees and the broad range of C-suite executives who dominate
ESG/sustainability conversations—from chief human resources officers, chief information
officers, and chief marketing officers, to chief financial officers, chief legal officers, chief
operating officers, and emerging chief sustainability officers.

Boards will also benefit from external experts on sustainable products, services, and
brands, elimination of waste, and accelerated opportunity and equity for workers and
partners.

Directors can achieve sustainability gains if they re-engineer ESG priorities:
Reframe environment (E) as climate, including greenhouse gas emissions and climate-
related risks and opportunities, and resource use, including the environmental impact
of products and services, water use, and waste elimination and reduction.
Shift considerations of social (S) to human capital/talent management, including
compensation and benefits, employee well-being, health, and safety, and talent
development and management. Add in board and workplace diversity, equity, and
inclusion (DE&I) and strengthened communities through accelerated community
impact across patient groups, products, and services.
Shift the focus from governance (G) to ethical business by focusing on government and
stakeholder advocacy, privacy and cybersecurity, and service quality and safety. Push
for responsible supply chains grounded in ethical purchasing and human rights.
Mobilize directors to provide oversight on sustainability by focusing on the alignment of
sustainability and business strategy, sustainability risks, and reputation and crisis
management,
Tap audit and risk committees to oversee compliance and ethics, supply chain
responsibility, cybersecurity and privacy, and product and service safety.
Involve governance and sustainability committees in sustainability strategy, tracking
and reporting, community engagement, public policy advocacy, and action on
environment, climate, energy, and waste.
Activate human resources, talent management, or compensation committees to focus
on DE&, culture, purpose, and values, stakeholder engagement, and compensation

and benefits.

Focusing on the four trends of CEO turnover, cybersecurity, artificial intelligence, and
sustainability requires board education, communication, and collaboration. Also vital is
tapping the expertise of C-suite executives, board chairs and committees, and external
experts.
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Recommended Resources

Healthcare Challenges:

“Healthcare Forecast 2024: 10 Trends

for Board Members, Senior Leadership,
and Physician Leaders” (The Governance
Institute)

“Healthcare Execs Expect M&A Activity
to Rise Again in 2024—Survey” (Reuters)
“Ten Healthcare Technology Trends for
2024" (Philips)

"Al' Will Live Up to the Hype and More
Unicorns Will Lose Their Horns: 10 Health
Care Predictions for 2024 from Top
Investors” (Fortune)

“The 10 Biggest Trends Revolutionizing
Healthcare In 2024" (Forbes)

CEO Turnover and Succession Planning:

“CEOQ Succession Planning: A Strategic
Journey” (The Governance Institute)
“CEO Exits Continue Record Clip”
(Challenger, Gray & Christmas)

“CEO Turnover Is Happening at a Rapid
Rate—and Here's Why" (Yahoo Finance)
“Succession Planning: What the Research
Says” (Harvard Business Review)

“The Boardroom Guide to Improving CEO
Succession” (Korn Ferry)

Cybersecurity:

“Cyber Legal Cases and Trends Your
Board Needs to \Watch” (The Governance
Institute)

"What Is Cybersecurity?” (Cisco)
"“Gartner Unveils Top Eight Cybersecurity
Predictions for 2023-2024" (Gartner)
“The Ten Biggest Cyber Security Trends in
2024 Everyone Must Be Ready for Now"
(Forbes)

© The Governance Institute

“ATool to Help Boards Measure Cyber
Resilience” (Harvard Business Review)
“Boards Are Having the \WWrong
Conversations About Cybersecurity”
(Harvard Business Review)

“Are you Prepared for a Cyber Attack?"”
(Korn Ferry)

Artificial Intelligence:

“Generative Al: Technology Worthy of
Leadership’s Attention” (The Governance
Institute)

“Al and the Role of the Board of
Directors” (Harvard Law School)

“It's Time for Boards to Take Al Seriously”
(Harvard Business Review)

“The Strong Case for Board Oversight of
Artificial Intelligence” (Forbes)

“Artificial Intelligence: Practical
Considerations for Boards and
Management Teams" (JD Supra)

“Al Is Everywhere, Except on Boards”

(Korn Ferry)

Sustainability/ESG:

“The Evolving Role of Chief Sustainability
Officers"” (Harvard Business Review)
“Sustainability in the Spotlight: Has ESG
Lost Momentum?” (Harvard Law School)
“Sustainability Shakes Up the
Boardroom” (Boston Consulting Group)
“Key Findings from the Gartner 2023
Board of Directors Survey” (Gartner)
“Many Boards Are Playing Catch-Up on
ESG and Green Issues” (The Wall Street
Journal)

“Prepare Your Board to Address ESG
Strategy” (Korn Ferry)

7

| Governancelnstitute.com


https://www.governanceinstitute.com
https://nrchealth.com/wp-content/uploads/2024/01/Healthcare-Forecast-2024_E-Briefings_V21N1_January-2024_Valentine_Masters.pdf
https://nrchealth.com/wp-content/uploads/2024/01/Healthcare-Forecast-2024_E-Briefings_V21N1_January-2024_Valentine_Masters.pdf
https://nrchealth.com/wp-content/uploads/2024/01/Healthcare-Forecast-2024_E-Briefings_V21N1_January-2024_Valentine_Masters.pdf
https://www.reuters.com/business/healthcare-pharmaceuticals/healthcare-execs-expect-ma-activity-rise-again-2024-survey-2023-11-14/
https://www.reuters.com/business/healthcare-pharmaceuticals/healthcare-execs-expect-ma-activity-rise-again-2024-survey-2023-11-14/
https://www.philips.com/a-w/about/news/archive/features/2023/20231114-10-healthcare-technology-trends-for-2024.html
https://www.philips.com/a-w/about/news/archive/features/2023/20231114-10-healthcare-technology-trends-for-2024.html
https://fortune.com/2023/11/14/ai-will-live-up-to-the-hype-and-mo10-health-care-predictions-2024-from-top-investors-kocher-roberts/
https://fortune.com/2023/11/14/ai-will-live-up-to-the-hype-and-mo10-health-care-predictions-2024-from-top-investors-kocher-roberts/
https://fortune.com/2023/11/14/ai-will-live-up-to-the-hype-and-mo10-health-care-predictions-2024-from-top-investors-kocher-roberts/
https://fortune.com/2023/11/14/ai-will-live-up-to-the-hype-and-mo10-health-care-predictions-2024-from-top-investors-kocher-roberts/
https://www.forbes.com/sites/bernardmarr/2023/10/03/the-10-biggest-trends-revolutionizing-healthcare-in-2024/?sh=5c4a16391d13
https://www.forbes.com/sites/bernardmarr/2023/10/03/the-10-biggest-trends-revolutionizing-healthcare-in-2024/?sh=5c4a16391d13
https://nrchealth.com/wp-content/uploads/2023/12/BRP_2023_8_V34_N4_CEO-Succession-Planning-A-Strategic-Journey_Chastain_Snyder.pdf
https://nrchealth.com/wp-content/uploads/2023/12/BRP_2023_8_V34_N4_CEO-Succession-Planning-A-Strategic-Journey_Chastain_Snyder.pdf
http://www.challengergray.com/blog/ceo-exits-continue-record-clip-164-ceos-leave-their-posts-in-september-2023-q3-highest-quarterly-total-on-record/
https://finance.yahoo.com/news/c-suite-turnover-happening-at-rapid-rate-and-heres-why-114215597.html
https://finance.yahoo.com/news/c-suite-turnover-happening-at-rapid-rate-and-heres-why-114215597.html
https://hbr.org/2016/12/succession-planning-what-the-research-says
https://hbr.org/2016/12/succession-planning-what-the-research-says
https://www.kornferry.com/insights/featured-topics/leadership/the-boardroom-guide-to-improving-ceo-succession-strategy
https://www.kornferry.com/insights/featured-topics/leadership/the-boardroom-guide-to-improving-ceo-succession-strategy
https://nrchealth.com/wp-content/uploads/2023/03/GA_Mar-2023_Cyber-Legal-Cases-and-Trends-Your-Board-Needs-to-Watch_Chaput_Mahler_Nwachukwu.pdf
https://nrchealth.com/wp-content/uploads/2023/03/GA_Mar-2023_Cyber-Legal-Cases-and-Trends-Your-Board-Needs-to-Watch_Chaput_Mahler_Nwachukwu.pdf
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The Governance Institute thanks Jena Abernathy, Senior Client Partner, CEO and Executive
Search, Sector Lead, Healthcare Board Services, Korn Ferry, for contributing this article.
She can be reached at jena.abernathy@kornferry.com.
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