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INTRODUCTION

The moment did not begin dramatically.

The board had moved into executive session, as it always did
following the end of the quarterly meeting. The agenda had been
full but orderly. Financials were solid. Strategy was progressing.
The CEO’s leadership was roundly viewed as positive.

Then a long-tenured director asked to speak.

He stood slowly. His voice was controlled but strained. Looking
directly at the CEO, he said, “You crossed a line.”

The decision at issue was the termination of a senior executive
who had been underperforming for months. Performance gaps
had been discussed. Frustration had been shared. The CEO
believed alignment existed.

What he had not anticipated was the reaction—not to the
decision itself, but to its execution.

Several directors felt blindsided. They had expected advance
notice before action was taken. They believed decisions of that
magnitude required one final consultation, not because they
disagreed, but because they considered it a matter of governance
respect.

The CEO left the room stunned. “l thought | did everything right,”
he later reflected.

From a technical standpoint, he may have. From a relational
standpoint, something had fractured.

Public examples of CEO-board conflict often focus on dramatic
episodes: board upheaval at Open Al, oversight scrutiny following
the collapse of Silicon Valley Bank, or governance pressure amid
operational crises at Boeing. Headlines highlight strategy, risk,
and performance.

Inside boardrooms, however, confidence rarely erodes because
directors suddenly discover a flawed strategic plan. More often, it
erodes because expectations diverge quietly over time.
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The drift is subtle at first. Questions become more
backward-looking. Executive sessions lengthen. Side
conversations increase. The tone changes before the
vote does.

Having worked with CEOs and board chairs
across industries—healthcare, finance, energy,

manufacturing, technology—three recurring fault
lines consistently determine whether tension
becomes productive challenge or corrosive mistrust.

They are not glamorous. But they are decisive.

THE ISSUES DIRECTORS CARE ABOUT MORE THAN THEY SAY

Board members bring experience and, with it,
conviction.

One director may have lived through a catastrophic
product failure that permanently elevated safety in
his mental hierarchy. Another may have navigated
activist pressure that reshaped her view of capital
allocation discipline. Another may have seen
regulatory exposure destroy reputations. Another
may believe talent depth and succession are the
only true strategic differentiators.

These convictions are rarely proportional. A single
issue—cybersecurity, physician engagement, debt
tolerance, Al ethics, geographic expansion—may
carry disproportionate emotional weight for one or
two directors.

Many CEOs operate blind to these distinctions.

In one engineering firm, a director reacted sharply
to what he perceived as insufficient investment in
quality systems. Management believed the risk was
contained. The director believed the company was
one incident away from existential damage. The
disagreement was not analytical. It was experiential.

In another organization, a board member with
deep private equity experience repeatedly
pressed management on return thresholds and
capital velocity. The management team believed
investment would create durable advantage. The
director believed delays were creating inevitable
value erosion. Meetings grew tense. A rift formed.

In both cases, the tension might have been
anticipated. The CEOs in these situations had
maintained cordial relationships with their boards.
They had kept members informed. They had
avoided overt conflict.

What they had not done was systematically surface
what mattered most to individual directors.

The difference between a transactional CEO-
board relationship and a holistic one often lies
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here. Transactional relationships focus on agenda
flow, pre-reads, and meeting efficiency. Holistic
relationships seek to understand where directors
feel disproportionate urgency.

Some CEOs describe this as “relationship building.”
The more disciplined ones describe it as research
that enables better leadership. They ask directors
privately:

B What issue would most concern you if we
mishandled it?

B Where do you believe this company is most
exposed?

B Which strategic priority do you think we
underweight?

B What past experience most shapes how you
interpret risk here?

These conversations rarely produce immediate
clarity. Directors may not articulate their deepest
concerns quickly. But over time, patterns emerge.
The CEO begins to understand which issues must
be explicitly addressed in framing strategy—even if
the strategic choice remains unchanged.

Board chairs play an equally important role. Chairs
observe which topics repeatedly generate intensity.
They create space for strongly held views to surface
constructively rather than episodically. They prevent
passions from accumulating quietly until they erupt.

When directors feel that their deepest concerns
are understood—even if not fully adopted—debate
becomes sharper but less personal. When they feel
dismissed or surprised, reactions escalate.

The episode in the opening vignette was not about
the terminated executive. It was about unspoken
expectations and deeply held beliefs about process
and respect.

The CEO had aligned on concepts. He had not
aligned on conviction.
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THE ILLUSION OF BUSINESS UNDERSTANDING

A second fault line is less emotional but equally
destabilizing: uneven grasp of how the business
actually works.

Modern enterprises are complex. Margin drivers

are interdependent. Regulatory pressures evolve.
Technology reshapes cost structures. Financial levers
are rarely intuitive to non-insiders.

Boards are composed of capable leaders, but they
do not live inside the enterprise daily. Some directors
understand the economic engine deeply. Others
understand at altitude. Few openly admit when they
do not fully grasp a mechanism.

In one large health system, a newly appointed CEO
assumed his board understood the fundamentals
of healthcare economics. Meetings felt oddly
unproductive. Questions seemed misdirected.
Some directors dominated discussions while others
remained quiet.

After a year, he came to the stark discovery that
more than half of the board lacked a working
command of how reimbursement dynamics, payer
mix, capital structure, and operating leverage truly
interacted.

He faced a choice.

He could rely more heavily on the few directors
who understood the system, effectively creating an
informal hierarchy within the board.

Or he could elevate the collective understanding.
He chose the latter.

The first educational session was modest: a short,
tightly focused walkthrough of the organization’s
financial architecture led by the CFO. Not generic
finance. “Our finance.” What truly drove profitability.
Where variability lived. How strategy would alter
those drivers.

The response surprised him. Directors who had
been quiet became engaged. Questions sharpened.
Subsequent sessions addressed safety metrics,
physician engagement, regulatory shifts, and capital
allocation logic.

What he had interpreted as passivity in some
directors had been uncertainty. Once shared literacy
increased, the tone of oversight shifted.
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Contrast this with boards that assume
understanding. After the collapse of Silicon Valley
Bank, public analysis centered on risk concentration
and interest rate exposure. But beneath the financial
mechanics lay a question of oversight literacy. Had
directors fully internalized how concentrated the
depositor base had become and how rate sensitivity
would amplify under stress? Whether the answer

is yes or no, the episode underscores how quickly
confidence erodes when understanding appears
uneven.

CEOs sometimes resist “teaching the board”

out of fear of condescension. But shared literacy

is not patronizing; it is protective. Board chairs
can normalize this discipline. When educational
segments become routine, not remedial, directors
feel safer asking clarifying questions. Knowledge
gaps shrink before they become political gaps.

When uneven understanding persists, directors
compensate. Some defer to perceived experts.
Others over-scrutinize. Side conversations increase.
Trust declines subtly.

Boards do not require full, comprehensive
expertise of every nuanced business detail. They
require shared command of the most essential
fundamentals.
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THE PARTNERSHIP NO ONE EVALUATES

The final fault line is structural and relational: the
alliance between the CEO and the board chair.

Organizations routinely evaluate CEOs. Many
conduct board assessments. Some assess the chair
individually. Few formally examine how the CEO
and chair function as a partnership. Yet this alliance
shapes nearly every governance outcome.

It determines which issues are pre-aligned

before meetings and which are introduced live. It
influences how dissent is framed. It sets the tone for
executive sessions. It shapes crisis navigation and
succession preparation.

In one energy company, the CEO and chair began
conducting an annual structured review of their
partnership. They defined criteria jointly: candor,
clarity of commmunication, role boundaries, cohesion-
building, and alignment on strategic framing. They
shared their self-assessment with the full board and
invited written feedback.

The process did not eliminate disagreement. It
reduced ambiguity. Directors reported greater clarity
about where alignment existed and where tension
was healthy.

When CEO and chair are distinct roles, this
partnership requires explicit calibration. When CEO
and board chair are one and the same, the need for
independent feedback mechanisms becomes even
greater. Lead directors or independent sessions
must compensate for concentrated authority.

In fast-moving environments — many in today’s
context — the clarity of the CEO-chair interface
becomes especially consequential. When strategy
accelerates, oversight confidence depends heavily
on visible coordination.

When this alliance is misaligned, even small issues
reverberate through the boardroom.

When it is disciplined, tension is resolved before it
gets a chance to grow.

PRESSURE REVEALS THE FOUNDATION

Facilitating board effectiveness is among the

most politically sensitive aspects of a CEO’s role.

It is also one of the least formally taught. Under
stable conditions, minor misalignments can

persist without obvious damage. Under pressure—
regulatory scrutiny, technological disruption, activist
attention—they amplify.

The CEOs who sustain lasting board confidence
are not necessarily the most charismatic or
forceful. They are the most attentive to the subtle
asymmetries that accumulate over time.

They understand what directors care about deeply.

They ensure no director remains structurally
ignorant of core business mechanics.
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They treat the CEO-chair alliance as a governance
asset, not an assumption.

From the outside, governance ruptures appear
sudden.

Inside the boardroom, they are usually the result of
small fractures left unattended.
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