Speaker 1:	Welcome to the MIT CISR Research Briefing series. The Center for Information Systems Research is based at the Sloan School of Management at MIT. We study digital transformation.
Stephanie Woerner: Hi, I’m Stephanie Woerner, principal research scientist and director of MIT CISR. Today I’m excited to share with you the March 2025 research briefing that I co-authored with Peter Weill, Jenny Banner, and James Moore—
Digitally Savvy Boards: AI Update
In 2019 MIT CISR published findings from our research on digitally savvy boards. We found that 24 percent of the boards of all US-listed companies with over 1 billion dollars in revenues were digitally savvy, and that these companies had outperformed their industry peers by approximately 30 percent across several metrics. 
Since 2019, the technology innovation curve has steepened, with large organizations leveraging new digital technologies such as generative and agentic AI, robotics, and xTech technologies. In 2024, we repeated the 2019 analysis and found that having a digitally savvy board based on our original criteria no longer differentiated a company’s performance. However, when we updated the criteria with technologies that had emerged or evolved between 2019 and 2024—notably, newer types of AI, as well as machine learning—the results were similar to our original analysis, with 26 percent of company boards being digitally and AI savvy, and their companies outperforming their peers. We complemented these findings with an examination of board committees to understand how the boards’ focus related to their company’s financial performance. In this briefing we share these results plus insights from twelve interviews of non-executive board directors, and show how companies in our research used board committees to help manage their work. 
The Digitally Savvy Board: 2019 to 2024
In 2019, using a machine learning technique and 275 keywords and phrases that we had identified as indicators of digital savviness, we assessed bios of board directors of all companies on US stock exchanges and measured the performance of their companies to identify digitally savvy boards. We found that digitally savvy boards had three or more digitally savvy directors, and that only 24 percent of boards of companies in our research were digitally savvy; those companies had performance approximately 30 percent higher across several metrics, including market cap growth, than companies with a board that was not savvy. 
Companies having one or two digitally savvy directors did not have higher financial performance. As one board chair described:
When we had one digitally savvy board member, … it didn’t change us much. When we had two, they talked mostly to each other … . But when we had three directors, digital became part of every board conversation.
In 2019, key technology-related board topics included digitally enabled business transformation and business models, cybersecurity, and IT systems reliability and outages. To focus on these issues, company boards increasingly formed technology committees, with 8 percent of companies in the S&P 500 having a separate tech committee (which grew to 12 percent in 2022); 9.4 percent of companies in our sample had a separate committee devoted to technology topics. Our interviews found that CIOs and CISOs were the typical corporate executives that presented to boards on digital issues, and board member concerns were often related to defense, with issues such as cybersecurity, data privacy, and outages taking center stage in these presentations. 
In 2024 we reran the 2019 analysis using the same keywords on current companies and observed a huge jump in companies with digitally savvy boards to 72 percent, suggesting a strong pivot to digital issues by boards generally. Our 2024 interviewees reported that typical topics of conversation included increasing concern with cybersecurity and regulation around cyber reporting, a slowing of digital transformation, an increase in selling digitally enabled products, and digital partnering to reach new customers or add new services. The types of executives that typically presented to the board on digital issues had broadened to include a variety of technical leaders, and increasingly, heads of business units with digitally enabled business models. Interestingly, we couldn’t find any statistically significant correlation between digitally savvy boards and financial performance premiums in this analysis. In 2024, being a digitally savvy board by our 2019 standards had become table stakes, but it was not a differentiator.
The Digitally and AI Savvy Board: 2025 and beyond
In 2024, to acknowledge the impact of rapidly emerging and evolving digital technologies, we set a new standard for assessing a board digitally savvy by revising the keywords used to analyze board member bios to focus on newer technologies available to companies—for example, all types of AI. Using the three-or-more savvy directors principle from 2019 of a digitally savvy board and the new keywords, we found that 26 percent of boards in 2024 were digitally and AI savvy. We again saw big performance premiums, likely indicating that companies were in early stages of getting value from machine learning, newer types of AI, and other cutting-edge technologies. The companies with boards that were digitally and AI savvy had an average return on equity of 10.9 percentage points above industry average, compared to the 74 percent of companies with non-savvy boards, which averaged -3.8 percentage points below their industry average. In addition, the savvy board companies had much larger market caps than the companies without savvy boards (15.5 billion dollars higher versus 5.4 billion dollars lower than their industry average), suggesting that the digitally and AI savvy board companies were likely larger and more highly valued based on growth and other expectations. 
These results emphasize the importance of keeping up with evolving technologies and getting the balance right on boards. Jean-Pascal Tricoire, Chairman and former CEO of Schneider Electric, explained how that company chooses board members: 
We are very methodical in building the board. ... [W]e are very global, … so we have a board [that] is by nature very diverse .... [W]e built the board across the buckets that we think are essential .... [Number one], knowledge of our business, energy, and we have two experts of that sector in our board. The number two, of course, is digital—and we have world-class experts of digital in our board. Then sustainability, ... that is why people also come to us, technology for sustainability. And, of course, finance, because that’s one of the natural responsibilities.
Board Committees: Committee and Company Focus
[bookmark: _Hlk189130782]To better understand how digitally and AI savvy boards operate and to see what they focused on, we did an analysis of board committees. A board committee is a subset of directors (plus the occasional outsider with specific expertise) that focuses on specific topics and advises the board on them. In our board sample, the average number of committees per board was four, with the number of committees per board ranging from one to twelve. There were more than 475 distinct committee names (across 3,711 committees), clearly illustrating that the focus of committees is customized and there are few industry standards. We identified sixteen recurring board committee topics, which included four topics required by regulation: audit; nominating and governance; risk (required in financial services); and compensation. The other topics ran the gamut, including cybersecurity, sustainability, talent, technology and digital products, compliance, and strategy. 
Assuming that board attention on a particular topic signified the topic’s importance to the company, we assessed the relationship between a company’s board having committees focused on specific topics and the company’s financial performance. We found that digitally and AI savvy boards were statistically more likely to have committees that focused on cybersecurity, talent, and technology and digital products. 
In 2024, 15 percent of boards in the S&P 500 had a technology committee, up from previous years. Almost universally, the directors we interviewed were strong advocates of having board technology committees in their companies to ensure greater focus on these issues. One director we interviewed explained:
Our tech and innovation committee optimizes time and helps our company explore new growth. Prior to the inception of the tech and innovation committee, there was very little strategic time for technology issues in the board meeting—maybe 10 percent in the audit committee and 20 percent with the overall board. Now, in the tech and innovation committee, 80 percent of the meeting time is spent on strategic issues, and the overall board spends 40 percent of its time on tech strategy.
The Challenge: Keeping Up
The key takeaway from this research is that keeping up with fast-moving digital technology opportunities is a critical activity for any company’s board and executive team. Schneider Electric Chairman Tricoire shared what has worked to increase the digital savviness of his company and its board members:
What’s important is really to spend time on it. You’ve got to bring in [to] any part of the company, from the teams to the board, a sufficient quantity of digital people—first thing, digital—so that we change the chemistry of the dialogue. 
We have shown how in just five years the bar for the digital savviness of boards of top-performing companies has risen to address cutting-edge technologies like AI. It’s clear this pace of change will continue. We asked directors what works best to help the board keep up with technology, and here is their sage advice:
First, educate. Bring in outside speakers to board meetings, provide technology demonstrations, and develop board education programs. Engage with tech partners such as universities, ventures groups, and start-up accelerators to stay on top of new technologies and trends. 
Next, make time and prioritize. When setting up a board agenda, prioritize on why, not how; how takes too much time. Boards have crowded agendas; they already struggle to get to critical questions such as how to navigate cost cutting and unconscious bias.
Finally, focus. The tech committee helps board members think about technology’s role in business strategies. Setting up a specific committee on technology indicates that it is important.
How are you as a member of a board or top management team helping your board stay ahead of fast-moving technology and how its growth will impact your company’s performance in the next five years?
Speaker 1:	Thanks for listening to this reading of MIT CISR research, and thanks to the sponsors and patrons who support our work. Get free access to more research on our website at cisr.mit.edu.
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