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BY JOANN MCNUTT, PH.D. 

The hospital board is respon-
sible for a variety of decisions 
that directly affect the orga-

nization’s long-term viability, from 
budgets and bricks-and-mortar plan-
ning to physician credentialing and 
senior executive leadership succes-
sion. Whether approving meeting 
minutes or determining key strategic 
priorities, the ultimate charge of the 
board is to make strategic and poli-
cy-level decisions. 

In today’s environment of height-
ened accountability and risk, strong 
and effective health care board deci-

sion-making “muscles” are needed 
now more than ever. Today’s boards 
must go beyond checking all the 
good-governance boxes, and learn 
both how and when to make clear, 
ethical and appropriate decisions. 

High-performing boards make 
decisions at the right time using the 
right processes. When we study 
boards that are struggling, we 
typically find that they missed the 
opportunity to make a decision. The 
most important example involves 
CEO and leadership succession. 
The board’s one employee is the 
CEO, who in turn employs the rest 

of the management team, thereby 
giving the board’s single hiring deci-
sion a global impact on the hospital 
or health system’s long-term 
success. For boards to make good 
and effective decisions, they must 
understand the decision-making 
process, which comprises input, 
throughput and output (see Figure 1, 
page 4).

Decision-making Input

This initial phase of decision-making 
requires both qualitative and quan-
titative information. If the organiza-
tion is deciding whether to merge 
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•   For boards to make good and 
effective decisions, they must 
understand the decision-making 
process, which comprises input, 
throughput and output.

•   Board composition is vital to 
good decision-making; diverse 
membership and points of view 
lead to better due diligence.

•   A carefully considered deci-
sion-making authority matrix is 
helpful for choosing who will 
make the board decision.

•   To measure the long-term value 
of its decisions, the board must 
determine what metrics it will 
use to hold itself accountable 
for the success or failure of its 
choices.
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with another health system, for 
example, qualitative input might 
include analyzing the impact of such a 
decision on the organization’s culture, 
taking into consideration which 
stakeholders it would most affect. 
Quantitative input would include legal 
due diligence, calculating the return 
on investment and considering other 
business reasons for the decision. 
These data must be in-depth, accu-
rate, credible, relevant and complete, 
and it is management’s responsibility 
to involve the people most capable 

of gathering, strategically analyzing 
and packaging that information for 
the board audience. It is worth noting 
that it is the quality, not the quantity, 
of data that matters. Five pages of 
focused, strategic-level information 
and analysis will always be more rele-
vant and impactful than 200 pages of 
data. Finally, input for decision-making 
needs to reach board members far 
enough in advance of board and 
committee meetings so that they 
can adequately review and prepare 
to discuss it. Any clarifying questions 
board members might have about 
input should be taken to the board 
chair and the CEO before the board 
convenes. The issue at hand can then 
be discussed at a higher, more stra-
tegic level during the meeting. 

Decision-making Throughput

Management and the board should 
jointly determine whether the infor-

mation gathered should be used as 
the basis for a committee-level or 
full-board deliberation. That choice 
underscores the importance of 
mutual respect and trust among all 
board members and the manage-
ment team—another key ingredient 
to successful decision-making. Just 
as management entrusts the board 
to make sound decisions, board 
members must trust that manage-
ment has given them the best infor-
mation to make those decisions. 

Board composition, therefore, 

is vital to good decision-making. 
Diverse membership and points of 
view lead to better due diligence 
if all board members are actively 
engaged in decision discussions. 
However, because different 
personalities can help or hinder the 
decision-making process, a skilled 
facilitator is critical—and that is the 
role of the board chair. He or she 
needs to make sure that all board 
members have the chance to be 
heard, particularly those who may 
not regularly speak up, in order 
to create an egalitarian culture of 
consensus-building. An effective 
board chair exercises good judg-
ment, has a high emotional IQ, and 
the courage and ability to construc-
tively guide the discussion back on 
course when necessary. Finally, 
the board chair also must consider 
whether there are any conflicts of 
interest related to a decision, which 
would then require board members 

with actual or perceived conflicts to 
recuse themselves.

Decision-making Output

The board must further consider the 
potential outcomes of each deci-
sion, managing risk and worst-case 
scenarios. For example, when a 
merger, affiliation or CEO transition 
occurs, how will the community 
or hospital staff react? All possible 
downsides of an important decision 
must be anticipated, and the board 
and management must present a 
united front, reaching consensus on 
how the decision will be presented 
to the rest of the organization and 
the community. A solid, agreed-
upon narrative matters and must 
always be connected to the hospi-
tal’s mission, vision and values.

Determining the Who, How, 
When, Where and Why of 
Decisions

A carefully considered deci-
sion-making authority matrix is helpful 
for choosing “who” will make the 
board decision, whether it’s one of 
the board’s standing committees, 
the executive committee or the full 
board. That determination is typi-
cally organization-specific, while 
the “how” of decision-making (i.e., 
voting) tends to be situation-specific. 
The board also must clarify what type 
of voting process—simple majority, 
supermajority, unanimous, etc.—to 
use for each type of decision. Board 
members must consider the pros 
and cons of each voting choice. For 
example, will a simple majority vote 
be enough to convey the board’s 
support for a significant and weighty 
decision or would a supermajority or 
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Diverse membership and points of view lead 
to better due diligence if all board members 
are actively engaged in decision discussions. 
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unanimous vote be more appropriate? 
 One of the most important 

elements of the decision-making 
process is the “when,” or the 
timing of a board decision. Boards 
that struggle with this aspect of 
decision-making often take too 
long to make a decision. A “gut 
check” may be the best determi-
nant of when to make a decision, 
but the success of this approach 
relies on mutual trust among board 
members and the board chair’s 
skill in facilitating the right discus-
sions at the right time. It also takes 
courage to call out concerns when 
board members rely on their “gut 
check” but may not have data to 
support what they know intuitively. 
While board meetings are where 
most cyclical and quarterly deci-
sions are made, off-site retreats 
may be better for making signifi-
cant, strategic decisions. Regularly 
scheduled executive sessions are 
best used when the board has 
sensitive issues to discuss.

Finally, the “why” of board 
decision-making requires a partic-
ular level of thoughtfulness. Board 
members should not hesitate to 
ask themselves and each other why 
they are contemplating a particular 
decision, and to analyze whether 
that decision is actually a gover-
nance matter or if it actually belongs 
to operations or physician leader-
ship. 

Continuous Improvement and 
Board Decision-making

To measure the long-term value 
of its decisions, the board must 
determine what metrics it will use 
to hold itself accountable for the 
success or failure of its choices. 
Each board committee can deter-
mine its own metrics, while the full 
board should analyze how well each 
step in its decision-making process 
is working. The board chair should 
routinely lead an open discus-
sion in which board members 

and management talk about their 
roles and expectations for each 
other within their decision-making 
processes. Certainly, all boards can 
benefit from examining lessons 
other boards have learned and from 
successful boards’ best practices.   

Ultimately, decision-making is 
the glue that binds all elements of 
board composition, culture, struc-
ture, information, policies, strategy 
and leadership. It is not a moment in 
time—it is a complete body of work. 
When organizational values are kept 
at the forefront in a codified board 
decision-making process, a positive 
ripple effect occurs that upholds the 
hospital’s purpose, and reinforces its 
leaders collective understanding of 
why what they do matters so much. 

JoAnn McNutt, Ph.D. (joann@
nygrenconsulting.com) is an orga-
nizational psychologist and principal 
governance consultant with Nygren 
Consulting, LLC, based in the San 
Francisco Bay area.

PRACTICAL GOVERNANCE

http://www.aha.org
mailto:joann@nygrenconsulting.com
mailto:joann@nygrenconsulting.com


© 2020 American Hospital Association www.aha.org  |  January 2020  |  4

PRACTICAL GOVERNANCE

FIGURE 1: Decision-making Processes and Tools for Boards

Board Decision-making Components

Input: Preparing for Decision-making Throughput: Making Decisions Output: Decision Aftermath

Management 
Role

•  Ensure ongoing board education/
leader training

•  Gather, format, provide decision-rel-
evant and governance-level data to 
committee and board

•  Ensure data is clearly linked to 
strategy

•  Provide input into agenda planning

•  Ensure optimal meeting room set-up, 
logistics

•  Anticipate questions and answers

•  Discuss decision risks and options for 
mitigation

•  Provide additional information and 
analysis as requested by the board or 
committee

•  Identify metrics that will gauge if 
success has been met

•  Communicate decision internally 
and externally as appropriate

•  Execute decision and risk mitiga-
tion (if applicable)

•  Report decision impact to 
committees and board

Committee 
Role

•  Review data, information

•  Analyze, probe, provide insight, make 
connections

•  Help management think through 
potential risks

•  Vet for full board review

•  Provide clear recommendation to the 
board

•  Ensure board has all necessary input to 
allow for sound decision-making

•  Clarify decision data/input and recom-
mendations, as needed

•  Highlight questions yet to be answered/
needing further discussion by the full 
board 

•  Ensure metrics are the right ones to 
measure to indicate success

•  Cultivate new board competen-
cies to ensure ongoing deci-
sion-making and governance 
oversight effectiveness

•  Maintain ongoing compliance 
with laws, regulations, standards

•  Assess performance, including 
decision-making capability

Board Role •  Develop decision principles

•  Participate in agenda planning

•  Review management and committee 
input

•  Understand decision methods

•  Stay abreast of health care issues/
trends

•  Understand stakeholder wants/needs

•  Keep discussions at the strategic 
level

•  Ask management probing questions

•  Manage conflicts of interest

•  Ask clarifying questions, including: 
“How does this decision fulfill (or not 
fulfill) our mission and strategy?”  
“Can we live with worst-case 
scenario?”

•  Consider alternatives

•  Discuss risks

•  Ensure productive engagement by all 
board members

•  Employ decision principles/methods

•  Make decision

•  Be accountable, informed and 
prepared

•  Support board leadership

•  Evaluate key decisions annually 
as part of continuous learning 
process

•  Hold management accountable 
by assessing performance, 
including decision-making 
capability

•  Reward outcomes and results

Sample Tools •  Strategic framework/implementation 
overview 

•  SWOT analysis

•  Standard committee report format

•  Consent agenda

•  Authority matrix

•  Mission, vision, values

•  Stakeholder analysis/needs assess-
ment 

•  Clarifying questions

•  Code of conduct/rules of engagement

•  Board/management compact

•  Decision principles

•  Conflict-of-interest policy/process

•  Meeting facilitation checklist

•  Board competencies profile

•  Term limits

•  Performance assessments 
(board, committee and director 
levels)

•  CEO assessment

•  Media/crisis management 
policies

•  Compensation and incentives 
policy
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