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Strategic renewal requires a board
ready to drive a vision for change.
LENGTH : 11 min (2680 words)

Almost all boards confront a number of common
obstacles to continued success. One of the biggest challenges
is to develop a robust and enduring process of adding value to
organisational growth. For some boards, it can be tempting to
ratify and monitor strategic renewal initiatives generated by senior
PDQDJHPHQWZLWKDQH\HWRÀQHWXQLQJHIÀFLHQFLHV)RURWKHUV
a lack of clarity about the need to formulate and implement new
growth stalls strategic decision making. In either scenario, the
ERDUGSXWVORQJWHUPRUJDQLVDWLRQDOVXUYLYDODWULVN
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GIVEN THAT strategic transformation is often
disruptive, risky, and costly, it is not surprising that
GLUHFWRUVRIERDUGVRIWHQÀQGWKHPVHOYHVJRYHUQLQJ
companies that are chained to the status quo.
Strategic renewal requires the board to break the status quo and lead change
by establishing a vision, and advocating new directions among directors,
and with senior management, and stakeholders. The recent experience of
Auckland International Airport illustrates what can be achieved.
With growth stalled by the constraints of relying on local passenger demand
and airline carriers served, Auckland International Airport (AIA) sought to
reposition itself as a lead partner in the tourism industry as ‘the gateway to
New Zealand’. Not content to remain an infrastructure provider, AIA set
out to rewrite the playbook for airports. It spurred creativity and innovation,
ERRVWHG WKH ZHDOWK RI VKDUHKROGHUV DQG UHHVWDEOLVKHG FRPSHWLWLRQ DPRQJ
FDUULHUV,WGLYHUVLÀHGDQGSRVLWLRQHGLWVHOIDPRQJWKHWRSGR]HQDLUSRUWVLQ
the world, as recognised by the Skytrax World Airport Awards. By December
2015, AIA earned top spot on the New Zealand Exchange as the largest listed
company, with a market capitalisation of $6.85 billion.

Recent local and global corporate failures have propelled board leadership to
the forefront of the research agenda and they carry practical lessons for current
DQGDVSLULQJGLUHFWRUV:KLOHFRUSRUDWHGHFLVLRQPDNLQJUHVSRQVLELOLW\OLHV
with the board, governance theory has tended to assign it an oversight role
in constraining managerial misbehaviour and misconduct and maximising
shareholder wealth. The preoccupation with reducing agency cost has
overshadowed the comprehensive role the board plays in initiating and
implementing strategy – despite the legal duties of directors suggesting that
a purely passive approach to governing is untenable.
%RDUGVWKDWGRQRWFULWLFDOO\UHÁHFWHGRQWKHORQJHYLW\RIWKHLUVWUDWHJLHVDQG
WKHLUFXUUHQWUHOHYDQFHIRUJURZWKPD\ÀQGWKHLUFDSDFLW\WRDGDSWHURGHG
as circumstances change. New markets rarely start out at full scale, or with
FOHDUO\LGHQWLÀHGQHHGV/LNHPRVWQHZLQLWLDWLYHVWKH\VWDUWRXWPHVV\DQG
uncertain. Nevertheless, they are not the exclusive territory of small new
ÀUPVWKHUHDUHZD\VLQZKLFKODUJHHVWDEOLVKHGFRPSDQLHV²VXFKDV$,$
– can create the type of transformation that secures competitive advantage.
Faced with the need to mitigate risk, it is understandable why a board might
GHFLGHQRWWRSXUVXHWUDQVIRUPDWLRQHYHQWKRXJKWKHORQJWHUPSRWHQWLDOIRU
reward is attractive. But left unchecked, a penchant for risk avoidance can
foster a sluggish, relatively stagnant organisation that is vulnerable to the
market actions of agile competitors.

The success of AIA is not easily explained if one uses conventional thinking
about corporate governance. Its rise cannot be attributed to the usual
VXVSHFWV²ERDUGFRPSRVLWLRQVL]HWKHVHSDUDWLRQEHWZHHQFKDLUDQG&(2
These structural features simply cannot account for how the board became
a competitive advantage for AIA. The company's transformation raises
a critical question: How is board leadership exercised to enable strategic
transformation?

Boards committed to strategic renewal, adaptation, and growth may
EHQHÀW IURP WKUHH OHDGHUVKLSLQJRYHUQDQFH SURFHVV LQVLJKWV RSSRUWXQLW\
exploration, strategic selection, and mobilisation. Much like a triangle, all
three enablers affect each other’s development iteratively. With each of the
processes taking centre stage at different times in the transformation,
ERDUG OHDGHUVKLS GHWHUPLQHV ZKLFK RQH H[HUWV VWURQJ LQÁXHQFH
while the others act as support.

The research team investigated the transformation of AIA between 2007
and 2015 as part of a larger leadership and governance research project (see
sidebar). To deepen our understanding of the board’s contribution to strategic
decision making, we engaged in a longitudinal study exploring governance
and leadership processes aimed at embedding sustained value creation.
Given the board's potential to help shape strategic transformation, we looked
in particular at its relationships with senior management, shareholders, and
stakeholders, and among directors.

LEADERSHIP INSIGHT:
ENGAGE IN OPPORTUNITY
(;3/25$7,21
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In this process, board leadership creates the relationship
among directors, with senior management, and between
shareholders and stakeholders to continually pose and
consider options for positioning the company where
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RSSRUWXQLWLHV DUH PRVW SURPLVLQJ 7KH FRQYHQWLRQDO DSSURDFK ² ÀUPO\
HWFKHGLQWKHSUDFWLFHRIPDQ\ERDUGV²LQZKLFKWKH&(2GHYLVHVVWUDWHJ\
and the board approves or holds out for changes, is eclipsed by these
processes. For the approach to succeed, it is essential for the board to
learn quickly, stay alert to industry trends, and scrutinise the competition.
These processes also involve cultivating creativity and openness,
encouraging exploration, and fostering cooperation. This means that the
ERDUG G\QDPLF DQG WKH ERDUG&(2 UHODWLRQVKLS IRU VWUDWHJ\ IRUPDWLRQ
shifts from an orderly, predictable, and sequential (hierarchical) process
to a dynamic, collaborative, and iterative one.

For the approach to succeed, it is essential for the board to
learn quickly, stay alert to industry trends, and scrutinise
the competition. These processes also involve cultivating
creativity and openness, encouraging exploration, and
fostering cooperation.
AIA adopted opportunity exploration approaches in 2008 and 2012. In 2008
ZLWKWKHZRUOGZLGHGRZQWXUQLQSDVVHQJHUWUDYHOSUHFLSLWDWHGLQSDUWE\
WKH*OREDO)LQDQFLDO&ULVLVWKHHDUQLQJVSHUVKDUHGURSSHGE\SHUFHQW
in one year, while total earnings before interest, taxation and depreciation
VKUDQN IURP  PLOOLRQ LQ  WR  PLOOLRQ LQ $ ÀUVW VWHS
in opportunity exploration came when the board recognised that its most
SURPLVLQJIXWXUHHDUQLQJVDQGJURZWKOD\LQUHLPDJLQJLWVFRUHEXVLQHVV
7R LQLWLDWH WUDQVIRUPDWLRQ WKH ERDUG FKRVH D &(2 IURP RXWVLGH WKH
industry who had a track record in building effective management teams.
Unencumbered by a conventional conception of what an airport company
VKRXOGGRWKHERDUGDQG&(2WRRNVWHSVWRHQYLVDJHZKDWWKLVFRPSDQ\
FRXOGGR7KH\TXLFNO\DVVHVVHG$,$·VVWUHQJWKV²PDQDJLQJWKHHIÀFLHQW
large scale movement of people and goods between land and airside. They
took into account changes in the wider industry and unprecedented global
economic uncertainty.
A second step in opportunity exploration was to refuse to be deterred by
ingrained assumptions about AIA’s procedures, which had grown rigid
through repetition over the 10 years since it listed on the New Zealand
Exchange. Instead, they invited stakeholders to participate in shaping a new
vision for AIA and were able to successfully reset the company's growth
trajectory.
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,Q  ZLWK WKH SODQQHG VXFFHVVLRQ RI WKH LQFXPEHQW &(2 DQG ZLWK
IRXUQHZGLUHFWRUVDQGDGLIIHUHQW&KDLUWKHERDUGVHOHFWHGD&(2ZKR
forged relationships inside AIA, with the board, and among the tourism
industry. These actions enabled AIA to capture the lion’s share of the
YDOXH DFFUXHG E\ KDYLQJ D ÁH[LEOH DQG UHVSRQVLYH JURZWK VWUDWHJ\ ,Q
ERWK LQVWDQFHV WKH ERDUG DQG WKH &(2 FROOHFWLYHO\ FUHDWHG D VSDFH IRU
new ideas to emerge, encouraged open communication and constructive
dissent, and promoted lively involvement.
A third step in which board leadership shaped opportunity exploration
processes featured dedicated strategy sessions. Annually, the board and
&(2 MRLQWO\ VHOHFWHG ZKLFK IDFHWV RI WKH EXVLQHVV ² SURSHUW\ UHWDLO
technology, and so on – to investigate as a potential growth initiative.
In this way, both the board and senior management shared responsibility
for the strategic trajectory of AIA in both the short and longer term. For
each of these sessions, directors and senior management were invited
to suspend predetermined solutions and engage in discussion to explore
strategic opportunities. Background papers, sent out in advance, added
substance to discussions.
The fourth step was to ensure the diverse composition of the board
itself, which evolved as the strategies and practices of AIA changed.
The persistent focus on transformation and value creation led to a board
that showcased a diversity of experiences, knowledge, skills, ideas, and
perspectives along with remarkable networks.

LEADERSHIP INSIGHT:
(1$%/(675$7(*,&6(/(&7,21
The second board leadership process is strategic selection, which involves
aligning a distinct combination of value creating opportunities and reallocating
resources to transform the business. The generation and acceptance of ideas
for reallocation involve refocusing organisational energies and commitment
to a shared desirable future state.
Because the outcome of strategic transformation
FDQQRW EH IXOO\ SUHGLFWHG LW IROORZV WKDW VKRUW
WHUP LQYHVWRU GHPDQGV IRU LPPHGLDWH SURÀW PXVW
EH UHFRQFLOHG ZLWK D ORQJWHUP VWUDWHJLF JURZWK
orientation. To deal with these contradictions,
WKH $,$ ERDUG SXUVXHG D PL[ RI JDPHFKDQJLQJ
initiatives and incremental improvements
DQFKRUHG LQ D ORQJWHUP VWUDWHJLF IUDPHZRUN WR
make the most of its existing assets and to build
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new capabilities. First, passenger and retail services were
overhauled, creating differentiation for travellers, and

LEADERSHIP INSIGHT:
(1$%/(02%,/,6$7,21

$,$ DOVR FRPPLWWHG WR LPSURYLQJ HIÀFLHQFLHV WKURXJK

Perhaps one of the most profound challenges of board leadership
involves enabling mobilisation among and between directors.
For AIA this challenge emerged during the election results at the

UHDOWLPH GDWD FROOHFWLRQ VKDUHG DPRQJ DLUOLQHV VHUYLFH

The third process is to enable mobilisation. Successful board

2007 annual general meeting. Three new directors, chosen by

providers and border agencies. The second initiative

leadership in this area favours continuous engagement by

block shareholders rather than the board, were appointed to the

looked to capture growth opportunities from closely related

building new relationships and maintaining existing ones.

board. At that time, the prospect of refusing to cooperate with

businesses outside of the aeronautical industry, including

Expressing a sincere interest in the opinions of others,

new directors could have fractured the board, impeding decision

accommodation, freight and logistics. The third featured

and seeking similarities, fosters a shared purpose and a

making as analysts speculated.

more organic or opportunistic possibilities beyond the

supportive climate. All too often boards do the opposite,

conventional airport business, and included overcoming the

taking a sporadic interest in perfunctory assessments of

However, things turned out rather differently. With a 50 per cent

conventional limitations of the physical location.

strategic performance, and signaling to shareholders and

change in board membership, incumbent and freshly elected

senior management when corrective action is needed.

directors began a long, steady process to build trust within the

7KHVWUDWHJLFIUDPHZRUNSURYLGHGHQRXJKÁH[LELOLW\IRUWKH

board anew. Any lingering doubts about the appointments were

board to examine, explore, challenge, and ultimately choose

Among the AIA board of directors, the challenge was

shed as the board found common ground in individual and

which options to pursue without being prescriptive. It also

as much about understanding and strengthening the

FROOHFWLYHFRPPLWPHQWWR$,$·VJRDOV&RQIURQWHGZLWKWKHQHZ

accelerated decision making as emergent opportunities

relationships that shape its assets and processes as it was of

became known, such as the prospect of acquiring a stake in

jettisoning outmoded processes and policies that impeded

WZR1RUWK4XHHQVODQGDLUSRUWV 0DF.D\DQG&DLUQV DQG

JURZWK,QLWVDYLDWLRQEXVLQHVVWKHERDUGUHGHÀQHGLWV

the airport at Queenstown.

stakeholders to include new airlines and new routes.

&RXSOHG ZLWK WKH ODUJHVFDOH RSSRUWXQLWLHV WKH ERDUG

$WDWLPHRIÁDWJURZWKLQSDVVHQJHUQXPEHUVWKHERDUG

DOVRRSWHGIRUVPDOOVFDOHWULDOVWRDVVHVVWKHSRWHQWLDOIRU

DQG&(2GUHZRQWKHLUUHODWLRQVKLSVZLWKLQWKHFRPSDQ\

ODUJHUVFDOH DGRSWLRQ 2QH UHVXOW ZDV WKH GHYHORSPHQW

and across the industry to cultivate new route development

of the Novotel and Ibis hotels on the AIA's 607ha site.

ZLWK&KLQD6RXWKHUQ$LUOLQHVWKHZRUOG VWKLUGODUJHVW

Following the success of this business venture, a third hotel

DLUOLQH7RPD[LPLVHVXFFHVVWKHERDUGDQG&(2MRLQWO\

was slotted into the design phase. The small trial approach

LGHQWLÀHGWKHUHTXLVLWHFDQGLGDWHFDSDELOLWLHVDQGEHKDYLRXUV

DOVR H[WHQGHG WR WKH FUHDWLRQ RI D EXVLQHVV SDUN RQ QRQ

for the role, and where to recruit talent for a dedicated route

aeronautical land that tapped an unmet demand from a

development team. The initiative paid off.

UHDOLW\RIRYHUVHHLQJWKHRSHUDWLRQRID&URZQGHFODUHGVHQVLWLYH
DVVHW LQ ZKLFK IRUHLJQ EORFN RZQHUVKLS ZDV SURKLELWHG WKH\
focused on putting in place the systems and processes needed for
AIA to adapt to its new found status.

Guided by a shared vision for AIA, the board challenged
management’s perspective as well as that of other directors,
to identify opportunities and network with government,
shareholders, and other stakeholders.

AN EYE ON THE FUTURE
For organisations to thrive and evolve, board leadership is needed
to instil a capacity for adaptation. When it comes to strategic
renewal, such leadership plays a critical role in both what is done
and how it is achieved. The creation and adjustment of strategies
WRSRVLWLRQDFRPSDQ\IRUORQJWHUPYDOXHFUHDWLRQDSSHDUVWREH
DFROOHFWLYHHQGHDYRXURQHWKDWEHQHÀWVIURPHQJDJHPHQWZLWK
individual directors, management, shareholders and stakeholders.
3RVLWLRQHGDWWKHLQWHUVHFWLRQRIGLIIHUHQWVRPHWLPHVFRQÁLFWLQJ
perspectives, the board mediates among these relationships to
FUHDWH DQ LQWHJUDWHG VWUDWHJLF GLUHFWLRQ IRU ORQJWHUP JURZWK
employing the interactive processes of opportunity exploration,
strategic selection, and mobilisation to bring about transformation.

UDQJH RI EXVLQHVVHV LQFOXGLQJ &RFR&ROD $PDWLO DQG
Fuji Xerox. This proactive experimentation lowered the

7KHLQDXJXUDOÁLJKWZHOFRPHGE\WKH3ULPH0LQLVWHUDQG

perceived barrier to both conventional and unconventional

0LQLVWHURI7RXULVPWULJJHUHGORQJWHUPJURZWKIRU$,$

initiatives, with success attracting additional support and

with this airline and initiated new relationships with other

investment for wider roll out.

carriers.
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For organisations to
thrive and evolve,
board leadership
is needed to instil
a capacity for
adaptation. When
it comes to strategic
renewal, such
leadership plays a
critical role in both

IMPLICATIONS FOR DIRECTORS

ABOUT THE RESEARCH
For the Auckland International Airport board study, the researchers interviewed all three

The research reveals that strategy needs to continuously evolve as the
competitive landscape changes with technological innovation, new entrants,
and different services and products. Boards must be able to foster a team
approach which supports and questions proposals when they are made, inspires
QHZLGHDVDQGGLUHFWLRQZKHQREVWDFOHVDUHHQFRXQWHUHGH[HPSOLÀHVYDOXHG
behaviour, and adapts individual coaching and mentoring.

board chairs appointed between 2007 and 2015, six current and former directors and a

Achieving ideal board dynamics requires moving from an individualised notion
of leadership to a collective approach that involves a contested and negotiated
set of relationships. The impact of board leadership for strategic transformation
goes well beyond the motivating effect of an inspirational leader. It bridges
FRQÁLFWLQJSHUVSHFWLYHVWRUHSRVLWLRQWKHFRPSDQ\VRWKDWVLJQLÀFDQWJURZWK
and wealth creation can occur. Fostering such a transformation requires board
leadership that guides decisions and actions to help build a shared vision as
ZHOODVLQÁXHQFHRUJDQLVDWLRQDOGHVLJQDQGDOORFDWLRQRIUHVRXUFHV7KHSD\RII
is an active and engaged board committed to successfully formulating and
implementing strategy.

RESEARCH TEAM

&(27KH\DOVRUHYLHZHGDUDQJHRIEXVLQHVVSXEOLFDWLRQVLQWHUQHWVRXUFHVDQGSXEOLFO\
available corporate material. The study is part of a larger leadership and governance
UHVHDUFK SURMHFW OHG E\ $VVRFLDWH 3URIHVVRU /MLOMDQD (UDNRYLþ 7KH UHVHDUFKHUV DUH
working on a book, Corporate Governance and Leadership: The Board as the Nexus of
Leadership-in-Governance, which is scheduled for publication in 2017.
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•

%RDUGOHDGHUVKLSDIIHFWVVWUDWHJLFGHFLVLRQPDNLQJIRUORQJWHUPYDOXHFUHDWLRQ
through enablers such as opportunity exploration, strategic selection, and mobilisation.

•

Board leadership creates the governance relationships necessary to lift stock market
performance.

•

Board leadership fosters a dynamic balance between risk oversight and future growth
and value creation.
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